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Happy new year? 


Even as the world turned its back on 
1974 withoutrcgret.it could have had 
no sense of relief. The year that was 
was bad in many ways for a great number of countries including ours, but the new 
year could be still worse. In some major national economies there is indeed talk of 
growth picking up around the middle of this year, but it is doubtful that more than a 
jVery few of them are in a position to make good on this promise. Even in the case 
of these possible exceptions the impact of larger world events might well frustrate the 
contributions of individual national self-discipline or enterprise. 


For instance, while it is largely true that West Gcrmunyand Japan may be able to 
‘stabilize % their economies and move out of the slumpflation syndrome inthe second quar¬ 
ter of this year provided no grave disturbances take place in international trade, the 
odds arc perhaps less than even against a crisis of that kind developing in world economic 
activity. Currently grave concern is felt about the immediate future of the Italian and 
British economies while many observers feel that the French economy too is faced with 
an increasingly disquieting question mark. What however would decide the issue is 
Whether forecasts of the American economy, currently predicting that its course 
might be set 6n a more even keel at least in the second half of this year, are borne out 
by facts. At the top lcvel^gpf economic policy-making in Washington, it has still to be 
gelded whether it is inflation which is to be treated as the public enemy number one of 
the national economy, or whether it is recession that has to be cast in that role. Much 
should depend on a decision not being delayed and even much more on its being one 
which is proved to be more right than wrong. 


In this context it would be irresponsible on our part to be in any way dogmatic 
about economic recovery in our country. The safest thing would be to predicate an 
external environment more unfavourable than favourable and. having done so, to pro¬ 
ceed to ensure that our own economic policies do not aggravate our difficulties or accen¬ 
tuate our problems. This would seem to imply that our country is more likely to be on 
a sound course than on one which is unsound if the management of its economic affairs 
is orientated more towards an increase in its current production as well as an improve¬ 
ment in its investment situation in the more or less immediate future. The government 
is paying at least lip sympathy to the cause of an all-out drive to increase agricultural 
production, but even such a theoretical commitment is still largely lacking where in¬ 
dustry is concerned. ' This has been brought out clearly by the attitude struck by the 
ministers who addressed the meeting of the Advisory Council on Trade held in New 
Delhi last week. These spokesmen of the government who are in charge of important 
economic ministries still seem to persist in the immature attitude that an iricrcsase in 
production lias to be specifically thought of only in terms of exports. An approach of 
this kind might be relevant to the situation in Singapore or Hong Kong, or even in 
Japan which is excessively dependent on imports of oil and raw materials, but is con- 
icrably unaligncu to the realities of an economy such as ours which has to resolve its 
|oblems esvsentially in the light of its imperatives of mass, domestic consumption and 
ss domestic employment. 

Viewed in this manner, the enthusiasm of Messrs Pai, Chattopadhyaya and com¬ 
pany for showing special consideration to the expansion of production for exports is 
fclearly less than adequate for the purposes of a comprehensive policy for stabilizing 
'the country's economy or securing its sufficient expansion. There is in fact a great deal 
‘that is clearly absurd in ministerial suggestions that the optimum utilization of existing 
capacity in industry or the growth of investment and production activities of the larger 
enterprises should be allowed or assisted only in terms of the needs of production for 
exports. In practical as well as philosophical terms this attitude is unsustainable and 
is bound to end up in fringe activities of no substantial significance for the country's 
problems of employment or economic growth. May be that the government believes 
that it is politically more prudent to relate the liberalization of the government's 

P l ‘tmomic policies to the non-controvcrsial issue of the urgency and paramount 
portance of export promotion, but surely these are times when economic states- 
p&anship rather than self-regarding political expediency is called for. 
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Opulent have 
problems 

The shifts in the balance of payment 
positions of the developed anci developing 
countries, following the continuing accu¬ 
mulation of surpluses with oil rich 
nations, have given rise to an unprecedent¬ 
ed situation in the world economy. It is 
now becoming abunduntly dear that the 
lopsided development of the western 
countries and the promotion of a high 
level of trade between themselves is prov¬ 
ing to be harmful even for the opulent 
nations. There was no .serious criticism 
when huge reserves were being accumulat¬ 
ed by western Europe and Japan as the 
oil producers were building up only small 
surpluses. The fast growth of industrial de¬ 
velopment in the west generated a larger 
demand for tropical products and other 
raw materials. But with the increase in the 
value of exports of tropical products and 
other raw materials of the developing 
countries was not in proportion to the 
rise in prices for manufactured goods. 

The deterioration in the terms of 
trade of developing countries helped the 
rapid accumulation of reserves with the 
western countries. The USA and the 
UK however did not benefit to the same 
extent as the phenomenal rate of indus¬ 
trial growth and high level of foreign aid 
in the case of the former and an unstable 
foundation of the economy of the latter 
could not help these countries to derive 
the same advantage as the west Euro¬ 
pean counterparts secured in the past 
decade. But the increase in the volume 
of overseas investments of US companies 
was taking place spectacularly with 
the result that the wealth of USA inside 
and outside the country grew steadily. 
Thus, even serious balance of payment 
deficits in the past few years and large 
outflow of gold at official prices, did not 
/affect the US economy severely. 

This process of regular increase in 
reserves of the developed countries has 
however been rudely disrupted by the 
inordinate hike in oil prices. The gaping 
deficits of many industrialised countries 
whose economies were considered invul¬ 
nerable until recently have compelled the 
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Institution of measures far- 

reacllitig effects on the world economy 
and the direction and volume of inter¬ 
national trade. There were rumblings of 
worldwide recession even in the third 
quarter of 1974. But the recession had 
actually set in the closing weeks of the 
year in the automobile industry in USA, 
west Europe and Japan. 

The greatest casualty of the oil crisis 
is the automobile industry and in nearly 
50 per cent of its assembly plants, Ford 
of USA has laid off workers and produc¬ 
tion is not expected to be resumed again 
until the end of January. Even if these units 
reopened, the rate of output will be very 
much lower than that of early 1974 or the 
latter half of 1973. The slump in pro¬ 
duction of new cars and commercial vehi¬ 
cles will have serious repercussions on the 
ancillary industries. It is unlikely that the 
major producers of automobiles will get 

/--s 

Eastern Economist 
wishes its readers 
a happy New Year 

the required relief as economic experts in 
the USA and the UK have been demanding 
that the consumption of petroleum pro¬ 
ducts has to be discouraged, if the balance 
of payment deficits are to be reduced or 
eliminated. There has already been a 
ieduction in the consumption of petro¬ 
leum products in the USA by three per cent 
in a year with voluntary restraints. But 
this drop is not considered adequate and 
the USA is determined to implement its 
Project Independence for eliminating 
dependence on west Asian oil and safe¬ 
guarding the security of the nation. 

The imbalance in the balance of pay¬ 
ments of Italy, Japan, France the UK 
and many other countries has become so 
fundamental that the governments con¬ 
cerned are not prepared to allow a dip 
in reserves even for short periods. The 
immediate difficulties arc being overcome 
with the recycling of oil surpluses of rich 
nations which are also having a serious 
problem Kkf disposing of satisfactorily 
these surpluses. Important countries like 
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Iran, Saudi Arabia and Kuwait are pre 
po^jg to spend amounts on th 
development of their regions and Incrcas 
mg also imports of consumer goods 
Many schemes have been devised b; 
Saudi Arabia for providing education 
electricity, liberal loans for house con 
struction and other schemes. But tin 
surpluses are accumulating so fast tha 
even lending in blocks to Britain or othci 
countries for overcoming their* deficits 
the grant of credits to the Internationa 
Monetary Fund, the acquisition of nc\ 
interests in industrial units, or advanc 
payments to countries like France agains 
contracts for the supply of armament 
have not helped the full absorption v 
current surpluses and it has been repon 
ed that huge sums have been held h 
American banks as short-term deposit} 
These institutions are also unable t 
decide how the funds should be utilise 
and with what certainty their redepk>> 
meat can be attempted. 

There are proposals for the formatio 
of special institutions for extending Ion 
term credits to developing countries, n. 
necessarily on a governmenl-to-goven 
ment basis, and taking advantage of tl 
opportunity to raise the level of aelivii 
for reducing trade gaps and maintainir 
world business at a high level. The ne 
institutions, however, are unsure aboi 
the extent of risks that can be undertaki 
on the basis of short term funds of tl 
oil rich nations seeking refuge in indu 
trialised countries. A definite view ca 
obviously be taken only in the light * 
fresh developments though there is r 
denying the fact that the surpluses h;u 
somehow to be employed and the ,wc 
has temporarily to reduce its gold r 
serves and adopt other restrictive uh\ 
sures. 

There will probably have to be 
mixture of these two approaches as ar 
drastic attempt to correct the balance < 
payment deficits through negative me 
sures will have a serious impact on tl 
internal economies as is happening ne 
in the USA. For Britain and Italy, it 
becoming clear that trading in different* 
based on imports can upset seriously t! 
calculations of the Treasury or the Bo;: 
of Trade. It will be unwise to at tern 
any drastic solutions even while maki 
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efforts to negotiate with the major oil 
producers for a significant reduction 
in the cost of crude. The US Treasury's 
decision to sell two million ounces of gold 
out of its reserves through public auction 
in order to meet the needs of its citizens 
in terms of bullion, with the lifting of 
the ban on the possession of gold, has 
given rise to a major question about what 
others^will do with their gold reserves. 
;A policy or reflation will be attempted 
generally but not necessarily in concert. 

The release of two million ounces 
of gold represents only one per cent of 
the total reserves held by the US Treasury 
and what is now happening is only a 
transfer of a tiny part of these reserves 
from the custody of the administration 
to the individual, with the former making 
a significant profit in the process. There 
will easily lie a gain of $ 125 per ounce 
as the London and New York rates did 
not decline to below $170 immediately 
following the announcement. (Actually, 
after the initial flurry there was a rally 
and the new moves of others arc awaited 
by major bullion dealers.) The gain of 
$500 millions to the US Treasury may 
not be significant when its total needs 
arc much larger and the balance of pay¬ 
ment deficits is running at a annual rate of 
seven billion dollars. What immediate¬ 
ly is the advantage is the prevention of 
imports of gold to satisfy the require¬ 
ments of US citizens. 

However, the US move may en¬ 
courage the adoption of similar proce¬ 
dures for other purposes. In fact, some¬ 
thing of this kind has happened even 
earlier with West Germany giving some 
assistance to Italy on the basis of the 
lullcr's gold reserves. It has been rough¬ 
ly estimated that the Big Ten and Switzer¬ 
land had gold reserves of $43 billion at 
the end of 1973 on the basis of the offi¬ 
cial price and the appreciation in value 
of its holdings by nearly $150 billion can 
help the holders to overcome the balance 
of payment gaps for about two years 
without deteriorating the standard of 
living of the population of the countries 
concerned or drastically lowering the 
level of economic activity. The actual 
decline in reserves may not be of the di¬ 
mensions indicated and also the time 


gained will be utilised for switching over 
to other forms of energy or discovering 
new oil reserves. 

The above approach however may not 
result in any rectification of basic im¬ 
balances and what will happen is only the 
transfer of old surpluses from the indus¬ 
trialised countries to the oil-rich nations 
and the problems of recycling will still 
arise. The industrialised countries will 
of course be in a better position to nego¬ 
tiate with the oil-rich nations and it may 
even eventually happen that the recycling 
of the surpluses of the oil producers will 
result in :* new kind of activity for cater¬ 
ing for the needs of the third world. 
The oil rich nations too may have 
second thoughs about their pricing 
policies and there may be a deposition 
to take a total view which will be help¬ 
ful to them and the consumers. 

The main dilficulty has arisen only 
because high level trading has been 
taking place mainly among the indus¬ 
trialised nations and the gradual devi- 

Truth about 
jute prices 

Tin- probum of ensuring a fair price to 
jute growers has once again been engaging 
the serious attention of the government 
of India as well as of the state govern¬ 
ments in the eastern region. The union 
Commerce ministry has come in for con¬ 
siderable criticism in parliament and 
outside for its alleged failure to safeguard 
effectively the interests of the growers. 
Prof. ChaUopadh>aya, the Commerce 
minister, told the Rajya Sabha on 
November 27, that though there had 
been some decline in prices they had not 
fallen below the minimum support price 
ofRs, 125 per quintal fixed by the 
government on the basis of the recom¬ 
mendations of the Agricultural Prices 
Commission. He added that the decline 
in prices could not be described as sharp 
and that the government had rccievcd 
no reports of distress sales. On December 
4, the Commerce minister assured the 
Lok Sabha that the government was 
fully aware of the problem of the jute 


talising effect the slow accumulation 
of surpluses of the western nations had 
on the developing countries has not been 
noticed. With the oil crisis, both the 
developed and developing countries in 
deficit in respect of oil requirements, are 
seriously hurt and as stated earlier there 
will have to be a better understanding of 
new problems and greater preparedness of 
affluent nations to bring about a better 
balance in international trade and econo¬ 
mic activity in the world us a whole. 

The latest, reports however indicate 
that the oil-rich nations are disposed to 
take more serious note of the difficulties 
created by the undue rise in oil prices 
and some genuine efforts may be made to 
overcome the difficulties encountered in 
maintaining international trade at a high 
level. Some important developments 
may thus take place in the first half of 
1975 which might facilitate the refutation 
of exchange parities of important cur¬ 
rencies more firmly and also define more 
clearly the role of gold as a monetary 
medium. 


growers and that steps had been taken 
“to release them from the hands of mid¬ 
dlemen”. He also said that the Jute 
Corporation would ultimately take over 
the entire jute trade and that, with the 
active assistance of the cooperative 
structure, it would purchase jute directly 
from the grower and protect his interest. 

But when the Jute Corporation is 
severely handicapped due to various 
factors how does the minister expect it 
to take more and heavier responsibilities 
and make a success of the scheme? The 
corporation was set up in 1971 for 
handling the export, import and internal 
marketing of jute. The Commerce mini¬ 
stry claimed in its last annual report 
that the corporation had been able to 
create “an effective impact on the price 
of raw jute and maintain it throughout 
above the minimum statutory level”. 
However, the corporation's activities in 
recent months have been seriously affec¬ 
ted due to lack of sufficient financial 
resources, administrative deficiencies, 
and failure of tiie state governments 
concerned to extend proper cooperation 
to it. The corporation has also not sue- 
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eceded itt enlisting the active support of 
the jute trade and industry. Last year 
it opened 30 'direct purchase centres 
and purchased about 700,000 bales of 
raw jute. This year it had planned to 
buy about a third of the tot il crop which 
was expected lo be of the order of 7.5 
million bales. This target was lowered 
to 1.5 millions bales when it was known 
that the crop would not be more than 
4.5 million bales. However* the actual 
purchase in the live months ended 
November t his year was onlv about 
400,000 bales and it is estimated that 
the total would not exceed 600,000 bales 
during the year. 

The denial of adequate credit to the 
corporation has seriously affected its ope¬ 
rations. The corporation had asked for a 
credit of Rs 40 erores from the Reserve 
Bank against Rs 20 crcrcs that was avail¬ 
able last year. But the Reserve Bank has 
fixed a ceiling of only Rs 18 erores. Prof. 
Chattopadhyaya told the Lok Sabha on 
December 4 that his ministry was conti¬ 
nuing to pursuadc the Reserve Bank to 
increase the bank credit ceiling to the 
Jute Corporation and also to locat 
additional bank credit that might be 
available from the commercial banks. 
But will the Reserve bank agree ? Its 
survey are reported to have shown that 
jute prices have not gone below the 
floor price fixed by the Agricultural 
Prices Commission. Moreover, the 
Reserve Bank has directed the commercial 
banks to restrict credit to the public 
sector trading organisation. In his letter 
to the banks issued Towards the end of 
October this year while announcing the 
new credit policy, Mr Jugannathnn. 
governor of the Reserve Bank, clarified 
that in the public sector, working capital 
requirements of manufacturing units for 
expanding production would receive 
prior consideration but trading opera¬ 
tions such as those of the Cotton Corpo¬ 
ration and Jute Corporation could be 
piovided for “only to a limited extent'*. 
In the light of this statement, it remains 
to be seen to what extent the Commerce 
ministry will be able to persuade the 
Reserve Bank and the commercial banks 
to provide more credit to the Jute Cor¬ 
poration. 

But how did the Commerce ministry 
r.Asnri$N economist 
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allow the corporation to expand its staff 
and increase its expenditure without 
making certain about the availability of 
sufficient credit? The corporation at 
present has a total staff strength of nearly 
1,000 persons and its monthly establish¬ 
ment expenses exceed one million rupees 
of which Rs 800.000 account for wages. 
This is perhaps in keeping with the pattern 
of many other public sector corporations 
whose staff strength bears hardly any 
relation to the actual volume of work 
involved. But in the case of the Jute 
Corporation its high overhead costs 
affect the price of raw jute. The present 
overhead cost of the corporation works 
out to about four rupees per maund 
which makes it uneconomical for the 
jute industry to purchase fibre from it. 

The financial difficulties of the jute 
mills have added to the problems of the 
corporation which is due to receive over 
Rs 150 million from them. Year after 
year, the mills have complained about the 
inadequate availability of credit. In 
December 1973 the Indian Jute Mills 
Association said that the total bank 
credit granted to the industry was of the 
order of Rs 950 million made up of 
Rs 500 million against finished goods 
and stores and Rs 450 million against 
raw jute stocks, which was grossly 
insufficient compared to the annual 
turnover of the industry which was 
valued at about Rs 3.750 million and 
the volume of the jute crop valued at 
Rs 2,250 million. The Association poin¬ 
ted out that notwithstanding *1110 denial 
of the sorely-needed financial assistance", 
mills on their own had gone all-out to 
buy jute through contracts which helped 
to stabilise the Calcutta market as well 
as the agencies. The chairman of 
the Indian Jute Mills Association said 
in April this year that “the joint effort 
of the Jute Corporation of India and the 
industry for implementing the purchase 
programme of raw jute in the current 
season is without parallel in the annals of 
any industry in this couotry”. Neverthe¬ 
less, Prof. Chattopadhyaya said in the 
Rajya Sabha recently that the jute industry 
had not taken any interest in the plight 
of the growers and that it had behaved 
“in an irresposible way**. This criticism 
is hardly justified in view of the indus- 
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try’s past record and the efforts it is 
making to improve the production and 
productivity of raw jute through a five 
year plan drawn up jointly by the Jute 
Industry’s Research Association and 
the Commerce ministry. 

In April this year Prof. Chattopadh¬ 
yaya held a meeting in Calcutta to review 
the jute prices, at which were present 
the ministers of Agriculture and Co¬ 
operation from all the jute producing 
states, representatives of the trade 
unions and growers as well as of the 
Jute Corporation. At this meeting West 
Bengal’s Agriculture minister pointed 
out that the minimum cost of produc¬ 
tion of jute was Rs. 168 a quintal and 
suggested that the support price for 
raw jute at the primary market should 
be fixed at around Rs 200 a quintal 
while the representatives of the trade 
unions and the growers wanted it to be 
fixed at between Rs 190 and Rs 250, 
Complaints were also made at this meet* 
ing that the Jute Corporation purchased 
raw jute from growers at much below 
the fixed prices and that it often arrived 
in the field rather late, it is not clcai 
on what basis these figures have been 
worked out. But the fact that the 
Reserve Bank's studies and the data 
collected by the Commerce ministry do 
not show any evidence of distress sates 
seems to reveal that the prices are not 
as low as made out by the critics ot 
the government’s jute policy. It is also 
relevant to note that the index numbei 
of wholesale prices of raw jute (1961 
62- 100) went up from an average ol 
144 in 1969-70 to 1.81 in September 
1974. 

Prof. Chattopadhyaya admitted in 
the Lok Sabha that it was important 
to keep the prices of Indian jute good 
competitive. He said that white consi¬ 
dering remunerative prices lo the gro¬ 
wers, the government had to take into 
account their impact on J-he ultimate 
products of the industry. He said, “We 
cannot afford to undermine the compet- 
tiveness of our jute production especi¬ 
ally in the context of the fact that the 
expected increase in crude prices, has 
not come about”. He disclosed that 
because of the uncompetitive prices, 
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here had been a substantial decline in 
he demand for products like carpet 
racking. While therefore the interests 
tf growers have to be protected and 

Dry farming 
in Rajasthan 

he monsoon of 1974 was rather unkind 
> Rajasthan as it was to several other 
ates in the country. It has been esti- 
ated that the rainfall was less than half 
f the normal in eight western districts 
r the state. In the remaining 18 districts 
so it was nearly 25 per cent below the 
mal. Besides, the periodicity and 
wead of rainfall were unfavourable for 
le kharif crop. Consequently, the state 
ced a serious situation caused by 
■ought and s:arcity and it approached 
e centre for relief through labour 
tensive works and acceleration of 
hemes in agriculture, irrigation and 
nver sectors. 

This failure in agriculture due to lack 
■ rainfall makes its essential that the 
ate goes in a big way for a programme 
'dry land farming through soil conser- 
ition. Unfortunately Rajasthan has 
rglected this aspect of agriculture. It 
only the fifth five-year Plan that pro¬ 
ves to improve and strengthen the 
ipability of the department of Agricul- 
ire to survey and design projects 
ientifically, as well as to attract bank 
nds for soil conservation works. The 
>il conservation programme is to be 
,kcn up during the year 1975-76 over 
l area of 40,000 hectares and a sum of 
k lakh rupees proposed to meet the 
ibsidy component of the programme, 
n additional provision of two lakh 
ipees is also being made to take up a 
w schemes through the assistance to 
gricultural Refinance Corporation, 
onsidering the gross cropped area of 
ic state at around 16.7 million hectares, 
ut of which the area under irrigation 
. around 2.7 million hectares, the pre¬ 
ssed area for soil conservation is grossly 
(Significant. 

Dry land farming has been success- 
illy taken up in arid regions of the 
rorld during the last 30 years and the 
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promoted by offering them a fair price 
no less important is the need to refrain 
from measures which will inflate the 
industry's cost of production. 


programme is largely based on moisture, 
conservation and moisture utilisation 
in semi-arid regions which have 
near marginal levels of soil moisture. 
With proper dry land farming techniques 
ever drought years can yield sufficient 
returns to cover the cost of production 
and make the area self-sufficient. But 
the technique requires a package of 
practices to prevent crop failures. 

The broad strategy of dry land far¬ 
ming requires conservation of water and 
prevention of its run off. This is achie¬ 
ved by creating a surface condition that 
holds water until it has had time to infil¬ 
trate. This can be done by mechanical 
and biological means. To prevent surface 
Turnoff, construction of contour bunds 
is necessary, This practice also prevents 
soil erosion and causes silting of 
catchment basins. It has been estimated 
that in semi-arid regions in this country 
contour bunding alone can raise crop 
yields by at least 25 per cent. 

The provision of a mulch cover is 
another essential element of dry land 
farming. Crop refuse has to be left 
on the fields, preferably standing. A 
trash mulch cover slows down air move¬ 
ment at the soil surface, thereby reducing 
the evaporation of moisture. The pro¬ 
vision of mulch cover, however, does not 
permit the cutting of crop refuse for 
animal feed. 

It may be added that the crops which 
arc fast maturing, deep rooted and have 
an ability to withstand low moisture 
conditions have to be selected for dry 
land farming. Crops such as jowar, 
bajra, oilseeds, fast maturing varieties 
of cotton and fast maturing pulses are 
suitable for cultivation. Dry land far¬ 
ming also requires judicious use of ferti¬ 
lizers because farm yard manure, which 
provides mainly nitrogen and potash, 
is of little value in semi-arid tropical 
soils. Fertilizer use has to be carefully 
related to water availability and a rela¬ 
tively lower than normal quantity 
is used. 

Rajasthan’s soils are subject to very 
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heavy moisture loss by evaporation, and 
run off which not only results in the loss 
of water and good top soil, but also the 
loss of valuable soil nutrients. Measures 
to conserve soil, therefore, are significant. 
The strategy might vary in different areas 
of the state depending upon the type of 
land. Canal command areas, for ins¬ 
tance, will involve primarily land levelling 
operations and the lining of water chan¬ 
nels. In the semi-arid regions the pro¬ 
gramme will require the construction of 
contour bunds to hold water on the 
surface. In hill and ravine areas graded 
contour bunds will be necessary. 

Soil and moisture conservation during 
the last few years has mainly been under¬ 
taken in the stale on rain-fed lands, 
chiefly through funds provided for dis- 
tress relief. Such programme envisaged 
a subsidy component and the landowners 
were expected to meet part of the cost. The 
soil conservation programme, therefore, 
has had only a limited coverage. Lack 
of capacity in the district organisations 
to undertake topographical surveys and 
execute physical works on a scientific 
basis was therefore evident. 

!t may also be pointed out that soil 
conservation has essentially been left to 
be taken up under special provisions 
made for development of backward areas, 
under drought prone area programme or 
under centrally sponsored schemes. For 
instance, soil conservation and topogra¬ 
phical survey of potential areas arc to be 
initiated under the development of back¬ 
ward areas in the districts of Jodhpur, 
Nagour, Jaisalmer, Banner, Bikaner 
Churu, Dungarpur and Banswara. Simi¬ 
larly the drought prone area programmes 
include a programme of dry farming 
which will be initiated in potential dis¬ 
tricts. Soil conservation work is also 
to be undertaken under centrally spon¬ 
sored schemes in river valleys of Cham- 
bal, Dantiwara and Kadana. It may, 
however, be stressed that such fragment¬ 
ed operations of this important program¬ 
me cannot achieve rapid results. Under 
the present circumstances* it is evident 
that Rajasthan should provide high 
priority to dry land farming and it should 
be taken up earnestly during the fifth 
five-year Plan. 

* JANUARY 3, 1975 





So whY should you 
pay more fora Godrej C 500? 


At first glance, all diesel fork lift 
trucks look alike. So it's not surprising 
that some companies opt for 
the cheapest, without trying to find 
out why they cost less. 

And the simple truth is that when o 
fork lift truck costs less to buy, 
it eventually ends up costing a lot 
more to run and maintain, 

UNIQUE GODREJ TRANSMISSION 
MULTIPLIES POWER: 

The typical fork lift operation is a 
start*$top-lifMower process. 
Unfortunately, most fork lift trucks use 
conventional automobile transmissions, 
which run into problems in such 
situations. 

On the other hand, each 
Godrej C 500 fork lift truck has 
constant-mesh gears and a 
fully automatic hydraulic transmission 
called Hydratork, at the core of 
which is a remarkable torque Convertor 
which multiplies engine output 
2.2 times. 

AND 1IADS TO OPTIMUM 
PERFORMANCE: 

You get faster acceleration because 
of Hydratork. A 4.4:1 pre-reduction 


gear on the drive axle gives you the 
greatest tractive power right at the 
wheels—where it really counts. 

It also boosts braking power, so you 
can stop faster and with less effort. 

You can even inch these trucks 
forward—slowly and with perfect 
control—and at the same time lift 
heavy loads at high speeds. 

It all adds up to making your materials 
handling speedier and more efficient. 
CONSTRUCTION IS TOUGHER: 

While the C 500 trucks themselves 
are rated for 2.25 and 3 tonnes, 
the transmission drive line components 
are rated for 6 tonnes. This gives 
them enough strength and durability 
to handle shock and Impact 
overloads under which other trucks 
collapse altogether. 

AND HANDLING IS EASIER. SAFER: 

With the C-500, heavier the load,slower 
the descent speed. Positive-action 
control levers are all mounted right on 
the cowl, where they're easiest to 
reach. So your truck operator goes 
through his day with less strain. 

And you get higher productivity 
per man-hour. 


SETTER OUTPUT-COST RATIO: 

When you add up all the costs, 
you'll find a Godrej C 500 works out 
a lot cheaper in the long run. 

Even if it does cost a little more 
initially. 
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re TBDCHS 

Manufactured by 

GODREJ ft BOYCE MEG. CO, 

PVT. ITO. 

Godrej Bhavan, 4A Home Street, 

Fort. Bombay 400 001. 

In technical collaboration with 
Clark Equipment Company, U S A.— 
world leaden In materiel* handline 
equipment. 
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Energy: problems and 


arl meeting under the lengthening 
Eidow of what has come to be called 
“World Energy Crisis'*. In our own 
untry, however, wc have been living 
|th power crisis for more than three 
fcrs now. We have been plagued by 
|ucily of power in different parts of 
country including coal-bclt areas, 
fee can understand the break-down of 
Uro-electric plants following failure 
rains, but it passes my understanding 
to why thermal plants should not 
to their full capacity! Sometimes we 
ar that the problem arises because of 

f break-down in transport. The lack 
balance between coal supplies and 
>if|gon availability has been with us for 
^ long. When wc have wagons, we do 
"It seem to have coal. When wc have 
al, there is shortage of wagons. There 
|considerable truth in the criticism 
\t Our power planning has been defec- 
installation of power generating 
>acity well below targets, operation 
fthese plants and their maintenance si 
(satisfactory as to bring down plant 
jlisation to less than 50 per cent. 

icicnt plants 

My point gains both relevance and 
fenificancc in terms of experience. There 
specific instances to show that under 
[ttcr management, a number of power 
knts arc working efficiently. I am sure 
at the chairmen of the electricity 
jurds who are present here will bear 
my proposition. They must be hav- 
; their own difficulties in implementing 
Active measures or for that matter in 
(rmal running of their plants. I feel 
" if we exchange our thoughts freely 
frankly and appreciate each other's 
ftculties, a way can be found to resolve 
bm to the benefit of the nation. 


Power generation is a public utility, 
is unfortunate that many state elccri- 
y boards are not financially well off 
d they have to depend heavily on 
growings from the state governments, 
y suggestion is that these boards 
dd be converted into power corpora¬ 
tors with greater autonomy in their 


prospects 


/- 

I 

Text of the speech made 
at the Conference on Energy 
held on December 18, 1974, in 
New Delhi. 

v_ ) 

working and with wider sources of funds 
to finance their development projects by 
borrowing from public and financial 
institutions. In one sense the problem 
reduces itself to one of management. If 
government feels that such management 
expertise as has been developed in the 
private sector would be useful, l may 
assure that our services will be willingly 
offered. 

The international oil crisis and the 
hike in oil prices have added another 
dimension to our energy problem. The 
cost at which imported crude oil will 
be available to meet our growing energy 
requirements has upset our foreign ex¬ 
change budgeting and has necessitated 
adjustments in using various sources 
of energy supply. Thus, there would be 


fundamental problems of energy avail¬ 
ability in the years to come unless steps 
are taken immediately to increase energy 
supplies, rationalise consumption and 
lay plans for effective utilisation of do¬ 
mestic resources. 

significant shift 

Over the years, there has been signi¬ 
ficant shift all the world over in the 
use of solid fuels to liquid fuels. Some 
50 years ago, the total world consump¬ 
tion of solid fuels was 83 per cent as 
against 13.3 per cent for liquid fuels, 
3.2 per cent for natural gas and 0.7 
per cent for hyde] power. By 1968, the 
share of solid fuels came down to 36.7 
per cent whereas that of liquid fuels 
went up to 42.8 per cent, of natural gas 
to 18.3 per cent and that of hydcl power 
to 2.1 per cent. The replacement of solid 
fuels such as coal by oil was particularly 
prominent in the US and Europe. The 
major incentive for this change came 
from the boosing of world supplies of 
crude oil from new sources in the USA, 
in west Asia and in the USSR. At 
the same time, technical factors, cost of 
handling and the fall in the price of oil 
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With the unprecedented inflation of currency 
during the previous twelve montds and the expec¬ 
tation of unprecedented dividends in the near fu¬ 
ture, the opening of the new year found the stock 
exchanges stoutly declining to allow their optim¬ 
ism to be overclouded by the premature shadows 
of the inevitable budget, now only two mouths 
ahead. The markets moved up in an unbroken 
curve till, about the first week-end of February, 
lata Deferred;* raised themselves from the opening 
year level of Rs. I WO to Rs 2170; Ordinaries from 
Rs 396 to Rs 430; Dyeings from Rs 2,050 to Rs 
2,170; Centuries from Rs 890 to Rs 1,175; and 
Kohinoors fiom Rs 640 to Rs 730. The precau¬ 


lionary tendency to seek shelter in the protected 
asylum of native states from the dimly apprehended 
swoop of the Indian Finance member did not find 
much expression in the prices of native State 
scrips as most of them had already reached very 
high levels by the close of the previous year. In 
the textile group, OsmanshahE crawled from Rs 
360 to Rs 376, Raza Textiles from Rs 100 to Rs 121, 
while Aramjahis hesitated about the level of Rs 
655-700. The only exception was the spectacu¬ 
lar rise of the ordinarily quiet Mincrvas from the 
opening year level of Rs 225 to Rs 327 by the first 
week of February. 
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relatively to coal in the 1950s and 
1960s have resulted in a preference for 
liquid fuels at the cost of sdlid fuels. 

In our country, the demand for energy 
has grown rapidly particularly since the 
beginning of the planning, becoming 
nearly double in the last two decades. 
There has also been a significant shift 
towards commercial energy. In 1953-54, 
out of the total energy consumed, the 
share of commercial fuels was 32 per 
cent and that of non-commcrcial fuels 
68 percent. In 1970-71, their respective 
shares changed to 52 per cent and 48 
per cent respectively. Between this per¬ 
iod, t he share of coal declined from 15.4 
per cent to 13.6 per cent while that of 
oil went up from 12.8 per cent to 23.8 
percent and of electricity from 4.1 per 
cent to 12.9 per cent. This trend in 
commercial energy consumption has 
continued even in later years. 

sources of power 

Let me now examine the question as 
to how our country is placed in respect 
of energy resources. We have huge coal 
deposits which on present estimate are 
likely to last for about 150-200 years. 
There arc already two atomic power plants 
and another has been planned in the 
fifth Plan. We have considerable hydel 
power potential which has not been fully 
tapped, hardly 17 per cent of which is 
being utilised so far for generating 
electricity. We are already producing seven 
million tonnes of crude oil and some 
ambitious plans are in hand 
in this behalf. It is said that promising ‘ 
results have emerged from our drilling 
operations in the Bombay High. We are 
all very much interested to have further 
particulars in this behalf, as also the 
plans of government to step up off-shore , 
oil drilling as well as the plans to explore 
and exploit natural gas. I feel that if the 
country has to be industrialised in the 
manner we want, our total energy re¬ 
quirement is certain to grow very fast 
and to meet this requirement, we will 
have to exploit our energy resources 
fully. 

We arc not able to produce more coal 
and transport it to consuming centres. 
Our power plants are not working effi- - 
cientiy and there has been delay in 
installing new capacity. The hike in oil 
prices has created an entirely new situ¬ 
ation. Therefore, a spate of decisions 
will have to be taken at government, j 
board room and works manager level i 
on how to optimise the efficient use of < 
energy both;primary and secondary. The < 
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basic question is whether we have been 
using the right form of energy in the 
best possible way. What will be the roles 
of coal, oil, nuclear and water power as 
primary fuels in the overall economy and 
their relative merits in electricity genera¬ 
tion? What is the scope of substitution 
of one fuel by another on techno-eco¬ 
nomic considerations and improve the 
efficiency of various fuel uses? What 
should be our policy for conservation 
and effective utilisation of commercial 
energy resources? What is the scope for 
Gobar gas which has evoked wide public 
interest in the context of fuel and 
fertilizer shortage? 

These issues have, no doubt, been 
examined by the Fuel Policy Committee 
appointed by government in 1970. Its 
recommendations have now been submitted 
to government. Similar committees were 
set up in the past and many valuable 
suggestions were made. But these reco- 
mendations remain more or less un¬ 
implemented. I, therefore, suggest that 
the recommendations of the Fuel Policy 
Committee be put forward for publie 
debate : and on that basis a national 
energy policy be framed. A separate 
National Energy Commission be consti¬ 
tuted to implement various aims and 
objectives of the Nationat Energy 
Policy. 

I welcome the recently constituted 
Cabinet Sub-Committee on Energy under 
the chairmanship of Mr. K. D. Malaviya, 
minister for Petroleum and Chemicals, 
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for effective coordination of all schemej 
connected with the development o; 
energy resources such as oil, coal and 
power. I am sure that under tlij 
guidance of the prime minister, Ms 
Malaviya and Mr Pant, this sub-comj 
mittee will be able to sort out th| 
various problems facing the country il 
the energy sector. ) 

The increasing cost of fuel has beci 
worrying the consumers. The recent in 
crease of Rs 100 per month in thj 
emoluments of coal mine workers will 
involve an additional expenditure of 
about Rs 100 crores a year. Inevitabhj 
the burden will be passed on to the coil 
consumer who is already groaning undel 
the impact of successive rise in priceJ 
and it will have a snow-ball effect. Bet? 
ween January 1973 and August 1974 
the index for the price of coal has alreacJI 
shot up by about 50 percent. In additiorl 
there have been sharp increases if 
transportation, handling and other charged 
I would urge the government of Indi* 
to examine such issues. Otherwise it wil 
be difficult to check inflation as a result 
of increases in fuel costs. 1 

In fairness, I must add here that ihjj 
working of some power plants in thl 
public sector has recently registered inj 
provement. And t trust that this treni 
will continue and become universal in tli| 
near future. In conclusion, l woull 
like to assure the government on behalj 
of the industry our full and wholehearteif 
cooperation to combat the present enenj 
crisis that the country is faced with! 
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Is crop insurance feasible? M R 


schema of protecting the farmer against 
ss or damage to crop on account of 
aught, floods, etc., by crop insurance 
is mooted in the fifties. At present when 
ere is widespread failure of rains and 
ops. resort is had to ad hoc relief ami 
lief works. With the larger allocation to 
ites under the sixth Finance CommW- 
>n"$ reeommedations, the states are 
pected to manage their rural economies 
thout grants from the centre in the 
sc of calamities caused by scarcity 
ticerlainly of the crop would arise not 
ily from failure of rains and excessive 
ins but also from damage from 
sts and plant diseases. It has been said 
at a crop insurance scheme would not 
ily ensure security for the farmer but 
encourage the farmer to keep margi- 
A lands under cultivation. 

rought prone areas 

There are difficulties in the proposal for 
fleeting the fanner by a scheme of crop 
surance. Is a viable scheme to be ad- 
inistered by a crop insurance corpora- 
un covering the whole of India or 
|ould such schemes be region-wise? 
tere is no year in which some parts of 
5 country do nul suffer from drought 
'floods. There arc also some areas 
fich arc drought-prone. Areas which 
ive satisfactory irrigation facilities 
e less prone to scat city. On what 
sis arc calculations of insurance pre¬ 
lims to be worked out? If premiums 
3 to be worked out on an actuarial basis 
ty would have to be graded according 
the soil in the region, the crops grown, 
tether irrigation is available or not. 
tether the area is drought-prone, etc. 
tc Maharashtra Economic Development 
funcii in its recent publication, Vk Drou- 
fts in Maharashtra” has said that crop 
lurance is absolutely necessary for 
lharaslitra and that, to begin with, the 
leme may be introduced in the areas 
mtified as drought prone areas. 

It is true that areas which are depen- 
nt on timely rains for sowing and 
rvesting and districts which are dro- 
ht prone need the most protection of 
5 farmer and there is the necessity 
io of keeping alive cattle in a'period of 
ought when there is shortage of fodder 
d water. But on an actuarial basis the 
rgern premiums would have to be on 


such areas as also on areas prone to 
floods and the premiums would be be¬ 
yond the capacity of the average farmer 
to pay. Any such schemes for these 
areas would have to be subsidised by 
the government. On the other hand, in 
regions where there is assured supply of 
water or farmers have been able to use 
modern technology and grow high yield¬ 
ing varieties the need for insurance would 
be less. 

According to one economist, in a 
scheme of crop insurance, in the initial 
stage premiums would have to be on the 
low side so as to be within the 
capacity of the farmer, particularly the 
small farmer keeping marginal 
lands under cultivation. It might be men¬ 
tioned that the number of small and 
marginal farmers in drought prone 
areas of the country alone is estimated 
to be about five million. According to one 
economist, in the initial stages, the 
state may have to subsidise insurance 
premiums to the extent of as much as 
75 per cent. It is doubtful whether such 
a system of insurance would be viable 
and not degenerate into a cheap 
method of obtaining subsidy from the 
government. It has been suggested that 
for such a scheme to be viable it would 
not be feasible to give full protection 
against loss of crop due to natural causes 
and that lhe insurance should be limited to 
sixty or seventy jvr cent, or only fifty 
per cent of the normal yield, c.g,, if the 
crop is insure j to 1 he extent of 70 per 
cent or the average yield, compaction 
should be payable only when the loss 
exceeds 30 per cent of the average yield, 
and losses up to that per cent should not 
be compensated. 

other difficulties 

There are other difficulties in the way 
of crop insurance. Premia would have 
to be calculated and worked out on the 
basis of the average yield of particular 
crops for a number of previous years. 
Reliable data on these are not easily 
available, in some states accurate land 
records are also nm available. There is 
the problem of valuation caused by 
the fact that the production on land of 
a particular crop is not constant. The area 
under various crops depends not only on 
the nature of the soil but the farmer's 


choice between different types of food 
crops, ns between food and cash crops. 
Care wall also have to be taken by the 
insurer that the farmer uses clue diligence 
in producing the insured crop. A very 
large number of field inspectors would 
be required for conducting the insurance 
scheme, assessing of damage, etc. There 
would also be problems of dealing with 
scattered and small agricultural holdings 
and a variety of agricultural practices, 
crop seasons and crop rotation. Illite¬ 
racy and poverty of the small farmer 
would be another problem in the work¬ 
ing of a crop insurance scheme. 

It is understood that the central 
government has given clearance to the 
General Insurance Corporation of ludia 
for introducing a crop insurance scheme, 
initially in six slates. For two types of 
crops, viz., cotton and groundnut. 
When the scheme is introduced, its work¬ 
ing can he watched and if success¬ 
ful, it can be extended later having 
regard to the experience gained. 

development strategy 

The draft of the fifth Plan does not say 
anything about crop insurance. The thrust 
of development strategy for drought 
prone areas in the draft Plan consists 
of improvement in irrigation facilities, 
soil conservation measures such as cont¬ 
our bunding, furrowing, terracing and 
levelling, improvement in agronomic 
practices, particularly dry farming tech¬ 
nology, conservation of soil moisture., 
promotion of a suitable system of inter¬ 
cropping, livestock development, provi¬ 
sions for the benefit of the smalt farmers, 
marginal farmers and agricultural labour. 

As regards agriculture in general the 
supply to farmers of necessary inputs 
such as seeds and pesticides, as also 
facilities for cheap credit and other 
outlays for increasing agricultural produ¬ 
ction proposed in the draft of the fifth 
Plan offer better prospects for improve¬ 
ment of production of agricultural lands 
than schemes of crop insurance which 
would require heavy subsidisation by 
the state and would also be difficult to 
administer. As regards protection against 
floods there arc more suitable ways of 
preventing or reducing loss from floods 
by measures such as protective bunds and 
check dams. 
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Flow of resources to 


the developing world 
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The 1973 Record 

There was a decline in development aid 
in 1973 as measured by the percentage 
of GNP devoted to Official Development 
Assistance (ODA) by members of OECD’s 
Development Assistance Committee 
(DAC). The percentage is probably the 
best indication of trends since it avoids 
distortions caused by changes in exchange 
rates and prices. It was 0.30 per cent in 
1973 as against 0.34 per cent in 1972 
for members of OECD’s Development 
Assistance Committee as a group. The 
DAC uses the word aid to refer only to 
Official Development Assistance, which 
consists of grants and loans at conces¬ 
sional terms by the official sector for 
the purpose of fostering recipient count¬ 
ries’ development and welfare. 

The total flow of resources comprises 
ODA, grants by private voluntary agencies 


members showed an increase of nine 
per cent in 1973 from $8,700 million to 
the record figure of $9,400 million, but 
if changes in exchange rates and price 
increase are taken into account, it fell by 
some six per cent. In 1973 DAO amount¬ 
ed to about $4.80 per person living in 
developing countries, a decline of about 
30 per cent in real terms compared to 
ten years ago. 

DAC members as a whole moved away 
from the 0.7 per cent of GNP|target which 
the United Nations has recommended 
that each donor achieve by 1975. DAC 
Members have taken various positions 
with regard to this target. Four-the 
Netherlands, Belgium. Sweden and 
Norway—have accepted it without re¬ 
servations; eight—Australia, Denmark, 
France, Canada, West Germany, Japan, 
New Zealand and the United Kingdom 
have accepted a date after 1975, 


the United States—'outweighed tlii 
progress, and the DAC average declined 
In particular, the United States, th 
largest donor (32 percent of DAC mem 
hers’ combines ODA in 1973), records 
a fall in its provision of ODA, not on! 
in relation to GNP, but also in absolut 
value. 

There was a slight decline in th 
of grants in ODA (including grants t: 
multilateral agencies) which slipped bad 
from the record level of 72 per cent it 
1972 to 71 per cent in 1973, Bilatcra 
grants increased by only 2.6 per cent n 
nominal terms, and fell to less than hd 
of the total outflow of ODA (48 pc 
cent in 1973, compared to 50 per cent ir 
1972). Their relative stagnation was due 
mainly to lower expenditures on bilateral 
food and programme aid. 

nominal increase 



and loans, credits and investment at 
market terms. This last group of tran¬ 
sactions favour growth and development 
and they are taken into account, but 
because they are at market terras, the 
word aid is not appropriate when refe- 
ring to them or any total that includes 
them. 

In US dollar terms, the total Official 
Development Assistance (ODA) of DAC 


and five have not subscribed to it at 
all. 

Eight DAC members achieved some 
progress in their aid effort as measured 
in terms of the ODA to GNP ratio— 
Austria, Denmark, West Germany, Italy, 
Japan, Norway, New Zealand and 
Sweden.*But a fall in this ratio for some 
of the major donors—France, the 
Netherlands, the United Kingdom and 


As regards the other main component 
of ODA, contributions to multilateral 
agencies (24 per cent of ODA in 1973: 
rose in nominal terms by 18 per cent lv 
$2,200 million, an increase of abou 
three per cent in real terms. Bilatera 
loans roughly maintained their share o; 
28 per cent in total ODA. As gross lend 
ing rose in 1973, the relative stagnation 
of new lending (which was about thi 


A. MAIN COMPONENTS OF OFFICIAL 
DEVELOPMENT ASSISTANCE OY TYPE 
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ameinreal terms as in 1972) largely 
•effects increased amortisation back- 
lows. 


Wheat prices more than doubled 
>etwcen 1972 and 1973. and other food 
trices rose substantially. According to 
)rel ini inary data, food aid shipments 
Jropped sharply. Expressed in dollars, 
>ilateral food aid grants decreased slight- 
y, and the dollar value of food aid 
channelled multi laterally by DAC mem¬ 
bers through the United Nations World 
<ood Programme and the Commission 
if the European Communities remained 
virtually unchanged. Food aid financed 
Kit of the budget of the European Com¬ 
munity was stepped up from $87.6 million 
jo $143 9 million, with additional amount 
Contributed by the United Kingdom 
$!2.7 million) and Denmark $1.6 
billion). 


Improved terms 

The terms of Ollicial Development 
Assistance, which have been improving 
lyer recent years, improved further in 
1)73 as the grant element increased from 
|4 per cent in 1972 to 87 per cent (the 
|iare of grants in new commitments rose 
fnd loan terms softened). 


I The main provision of the Recommcn- 
t&tiononlhc Terms and Conditions of 
j^id adopted by the DAC in 1972 is that 
Members should use their best efforts to 
each ami maintain an average grant 
lenient in their ODA programmes of 
t least 84 per cent. The grant element 
in essence a measure of the softness or 
Kicessionalily of a transaction, and takes 
X’ount of the maturity, grace period and 
terest of a loan. It is the difference 
itween face value and the discounted 
jr cent value of the stream of repayments, 
gpluded interest, to which the loan will. 

rise, expressed as a percentage of its 
ce value. In calculating it, a stan- 
ird rate of interest is used which is 
sumed to reflect the market rate of inte¬ 
st in donor countries. This rate of 
terest (or more accurately, rate of dis- 
>unt) is conventionally taken as 10 
$r cent Some examples may help to 
Kierstand the concept. 

—The grant clement of a grant is 100 
x cent, since there arc no repayments. 


—The grant element of a loan at 10 
per cent is nil, because the actual and 
standard rate of interest are the same, 

—The grant element of a 30-year loan, 
amortised 6-monthly in equal instalments, 
with a 10-year grace period, extended at 
2\ per cent interest is 62 per cent. 

In 1973, thirteen out of the seventeen 
DAC countries complied with the general 
terms objective. Of these thirteen, eight 
raised their grant element above the levels 
of 1972 : Denmark, France, West Ger¬ 
many, the Netherlands, New Zealand, 
Sweden, the United Kingdom and the 
United States. Australia, Belgium, Canada 
and Norway roughly maintained the already 
high concessionality of their ODA pro¬ 
grammes. Switzerland complied on terms 
grounds proper, but as in previous years, 
the volume of its commitments was too 
low to be considered as having met the 
terms target. 

Of the remaining four countries, the 
information for Austria and Portugal is 
incomplete. Italy, which has not accepted 
the terms target owing to the special prob¬ 
lems of its economic structure, softened 
the terms of its small programme. Pro¬ 
gress was made by Japan, whose aid 
programme is relatively recent. It. raised 
the grant clement of its ODA from 61 
per cent to 68 per cent. 


Export credits, private lending private 
investment and grants by voluntary 
agencies together, which are rot consi¬ 
dered aid but do constitute part of the 
net flow of resources, increased more 
than Official Development Assistance. 
Most official export credits are provided 
by West Germany, Japan and the United 
States, and their volume almost doubted. 
Direct private investment rose to a new 
record of $5,900 million and bilateral 
portfolio investment by 30 per cent, but 
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this was partly offset by lower purchases mination to make all possible efforts to countries which have been most seriously 

of multilateral portfolio securities by maintain and enlarge their aid flows to affected by*the price of of oil and other 

private investors. Private export credits developing countries, and to improve essential imports and, in channelling 
were 25 per cent below tueif 1972 level the terms of their aid further. They are their aid to give priority to the countries 
and grants by private voluntary agencies also propared to extend relief assistance whose needs are, the greatest and most 

increased by 30 per cent. Thus the total in various forms to the poorer developing urgent, 

net flow of resources rose sharply in 
absolute terms—by 21 per cent, to a 
new record of $24,000 million but in 
terms of GNP remained at the same 
level as in 1972 - 0.78 per cent. This 
figure, however, excludes most Euro-cur¬ 
rency lending, which is not officially 
reported to the DAC; this has expanded 
rapidly in recent years and f ’s estimated 
to have readied at least $9,000 million 
gross in 1973. (Some estimates go as 
high as $12,000 million). While no 
figures are available on individual 
countries, it is known that DAC members 
accounted for a major part of these 
funds. 

substantial increase 

Thus the total net flow of finunaial 
resources to developing countries actually 
increased substantially in 1973. The tar¬ 
get of one per cent of GNP recommended 
by the United Nations and accepted by 
all DAC members would probably have 
been reached in 1973 and possibly 
exceeded if all Euro-market lending 
were included. 

Recorded performances varies consi¬ 
derably between individual countries. 

Five countries—Belgium, Japan, the 
Netherlands and Portugal exceeded the 
target level of one per cent. For some 
countries the percentage fell, in particu¬ 
lar the United States, which recorded a 
further decline from 0.66 per cent in 
1972 to 0.58 per cent in 1973. 

Since flows at market terms increased 
their share in the total flow at the expense 
of ODA, terms would have hardened 
for this reason alone, but the effect was 
intensified by the general rise in market 
rates. It is difficult, however, to quantify 
the implications of this: the increase in 
the debt due to harder terms is to some 
extent offset by inflation, and it would 
seem that individual developing countries 
may be affected differently. 

The outlook is difficult to assess, but 
DAC members have stated their deter- 
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progress Vienna 

towards stability 


tST Europe is in a peculiarly perplexed, 
icertain and pessimistic mood which 
only :hangc into an unexpectedly 
;orous recovery or sink into even dee- 
}r resignation. Which way it will go 
(ll depend on a number of factors. Sup- 
pcially there is little prospect of better 
|ys; strikes continue in Britain and 
pi ly, unem ploy men t i ncreascs —though 
|t dramatically--in West Germany, 
fance has had labour troubles with the 
ists, radio television and sanitation ser¬ 
ies and there seems to be disenchant¬ 
ment with the relatively young President 
l Estaing. 


rise 

f Overall, prices steadily rise with 
Sore increases promised as soon as 
|75 dawns and there is continuing ner- 
iusness about the value of money lead¬ 
s' to a good deal of needless buying 
Jtich helps only to force up prices fur- 
pr. Ou the whole, the Common Mar- 
moving from “summit'’ to “summit”, 
pves forward very slowly, uncrertain of 
; British, divided on important issues 
tween the Germans and the French 
d looking forward to its new relations 
kt year with cast Europe and Comecon 
th uncertainty. Prophets of glocun are 
§ be found everywhere in the Market 
fca and outside, stockbrokers advise 
eir clients to sail securities and “run 
cash" only to find from the stores 
Sees that cash buys steadily less. 


, Not a happy outlook for 1975; the 
tet Europeans have not been happy for 
L ?r a year, in fact since President Nixon 
>k the international burden off the 
Jar by devaluing. The oil-owners 
jrely added sharply to depression last 
lt by putting up their prices four-fold, 
ope knows the post-war boom has 
tc to an end but does not know what 
future holds—*very largely because 
;ir leaders arc not agreed among them- 
ves or with the USA as to what is 
1st to be done. Overall, there is fear 
new Middle-Easi conflict, with Cyprus 
Issibly added to the Arab-Israeli war 
jr good measure. 

But such unadulterated gloom is ob- 
fcusly excessive and suggests an atmos- 
lere of exaggeration. Until quite recently 
Ith France and Italy were managing tc 


maintain a fair level of business activity 
—only in the last few weeks have they, 
also, been heading for increased unemp¬ 
loyment and moving toward zero growth 
in productivity and sales. This means 
that in almost all the Market area—and 
outside—consumer demand has held up 
well, despite rising prices. If the Euro¬ 
pean has less faith in his money he still, 
on the whole, has plently of it. What, in 
fact, makes present circumstances worry¬ 
ing is that the little man in almost every 
west European country has become used 
to being a little capitalist with not 
only an adequate income and bank 
account but an owner of a small parcel 
of equity shares or more often, unit trust 
shares. It is the sharp fall in the value 
of these investments that worries and 
angers a section of the population that 
strictly speaking, should never have been 
speculators or investors at all. 

the “little man” 

Attracted by the swift growth 
achievements of companies and unit 
trusts in the ‘60s the “little man", 
lacking experience in these matters, 
expected the good times to last 
forever and is now crestfallen to find that 
they do not. The middle middle-class 
who had become used to the luxury of 
owning two cars, usually parked in the 
front garden, resents having to 
make do with one and that the cost of 
foreign travel owing to sharply deteriora¬ 
ted exchange values in his currency makes 
the need to stay at home imperative. 
These incortveniencies—if they are such— 
can scarcely be called hardships: the fact 
that sales were till recently holding up 
shows that lack of cash was not causing 
personal anxiety uniill very recently. 

The solid facts are that unemployment 
in France and West Germany has been 
growing this year faster than in Britain 
and, in Italy—which still has the highest 
percentage—it has been slowly falling. 
It is very largely because worklessness has 
been increasing sharply in W. Germany 
and, more recently, more sharply in 
France that there is so much fuss about 
it. France and, especially, Germany of 
post-war vintage are not accustomed to 
unemployment and are more frightened 
by it than are the more bitterly experienc¬ 


ed British and Italians. Similarly, indus¬ 
trial growth has fallen only a little 
in France, sharply in Britain and Italy 
who arc used to this phenomenon and 
recently, sharply in W. Germany which is 
not used to it at all. 

Those who complain loudly about 
prices in Britain — where they have 
certainly increased in recent months - 
should try the continental Market 
countries and EFTA countries such 
as Austria. We* l German prices rose till 
September while British were falling. 
Franco is more expensive than cither 
while Italy bids to become west Europe's 
most costly country for living outside 
expensive Scandinavia. A hair cut in 
Austria costs three times us much as in 
Britain, and though the percentage rise in 
central Europe is less than in Britain the 
base price from which this percentage 
increase is calculated is considerably 
lower in Britain than anywhere on the 
continent. The average Value Added Tax 
in Switzerland and Austria is 16 per cent 
with the result that stale earnings from 
it are disappointing because people 
are Unable to pay the prices plus this 
heavy tax. Excessive taxes produce an 
adjuster in the form of decreased sales, 
but the effect on industrial and farm 
production is very discouraging. 

Almost all west European countries 
except the Scandinavians and 
W. Germany are in deficit on their trade 
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balances; Britain and Italy have managed 
to raise the level of their exports to 75 
per cent of imports and France 
to 90 per cent while W. Germany still 
manages to export about 125 per cent 
exports over imports. In- each case 
the essential problem is keeping the pro¬ 
cess under control, helping beneficial 
changes without blocking the national 
system which differs in every case. The 
chief problem is that the characteristics 
of coming stability after adjusting to 
fuel prices and inflation are still unknown 
and emerge only slowly. As a result, steps 
arc taken cautiously with very gradual 
relaxation of credit restrictions, a gradual 
lowering of rates of interest. This has occured 


in the USA, then in W. Germany and now 
in France. Similarly, in the foreign ex¬ 
change market the hectic days of revalua¬ 
tions and devaluations are giving way to 
a more cautious feeling of the way to¬ 
wards the best balance between the dollar, 
the mark and other leading currencies. 
Recycling the ‘‘petrodollars” is still in its 
embryo trial stages but an instinctive rea¬ 
lisation of the urgent need to avoid catas¬ 
trophe has led to some unusual evidence 
of solidarity, with West Germany finally 
agreeing to make a loan to prevent the 
collapse of the Italian economy and Iran 
and Saudi Arabia coming lo the assistance 
of Franco and Japan with Iran and 
Kuwait buying into German industries 


as one profitable and constructive way of 
allying new excessive cash wealth in 
Middle-East with the most efficient forms 
of west European industry. 

In conditions where little is certain, where; 
many crucial problems remain to besolvedl 
while Europeans are nervous and a trifle quaij 
relous it is at least encouraging that what; 
appeared at one time to be a threat of begger. 
my-neighbour-tactics is giving way to some¬ 
thing like a simultaneous—though nor 
concerted—effort to find unspectacular 
means of getting through a difficult period ; 
The greatest stability will however come if 
politicians can lessen their fear of allow-l 
ing some unemployment to grow. 
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in construction & re construction of hydraulic engineering and irrigation installations 
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Central Loans 

ke Union government 
rated on December, 16 two 
bre loans for Rs 75 crores to 
ke the total market borrow- 
% so far during the current 
iancial year to Rs 491.61 
ores. The 1974-75 union 
idget had taken credit for a 
t receipt of Rs 491.36 crores 
>m market loans. The first 
o tranches issued on July 
, and November 22, 1974 
fided a net receipt of Rs 
6.61 crores, leaving a balance 
Rs 81.75 crores. As in the 
evious cases, the government 
p reserved the right to re¬ 
in subscriptions up to 10 
reent in excess of the noti- 
d amount. 

The two loans anno- 
ccd on December, 16 
tre: (!) 5-1/4 per cent* loan, 
78, to be issued at Rs 100 
:h and repayable at par on 
>vember 22, 1978. (ii) 6 
r cent loan 1988, to be 
ued at Rs 100 each and re- 
yable at par on November 
, 1988. 

Subscriptions were to 
received from Deoe- 
>er 28 to December 30, 
74, (both dajs inclusive) : 
t the subscription lists 
rsed on December 28, on 
ms being fully subscribed on 
i opening day. All subscri- 
rs will receive full allotment, 
erest for the period Decem- 
28, 1974, to May 21, 1975 
lusive will be paid on May 
, 1975 and thereafter interest 
LI be paid half-yearly 
November 22nd and 
ay 22. 

do-EEC joint 
om mi ssi on 

This country hopes to 
hance its quotas for a 


number of export products 
to the EEC for the next year, 
besides continuing to enjoy 
duty-free entry for jute and 
coir goods into Britain and 
Denmark. This was stated by 
Commerce Secretary, Mr Y.T. 
Shah, while addressing news¬ 
men at the end of the second 
Indo-EEC Joint Commission 
meeting recently. Mr Shah, 
who is the chairman of the 
commisson,, stated that Ihe 
expectation was based on the 
“atmosphere of further libe¬ 
ralisations” that permeated the 
talks. He and Dr. M. Caspar), 
leader of the EEC team, des¬ 
cribed the discussions as 
“constructive, fruitful and 
forward-looking.” Dr Caspari 
noted that the discussions on 
certain aspects were not easy 
and would require a longer 
time to clarify but talks did 
create the necessary climate 
for better trade and economic 
relations between the two 
sides. Dr. Caspari was parti¬ 
cularly optimistic that the 
volume of trade which India 
had with Britain was possible 
with other countries of Com¬ 
munity also. The missing link 
perhaps was that cither side 
did not know the potentiality 
of the other. It was necessary 
to bring in industrialists of 
the two sides into a closer 
contact than hitherto for trade 
promotion. 

T rade with Bangladesh 

Rupee trade between India 
and Bangladesh has been abo¬ 
lished. The three-year rupee 
agreement, officially called 
Bilateral Payments and Trade 
Agreement, came to a pre¬ 
mature end on December 31, 
only after a brief existence of 
a little over 17 months. The 
union minister for Commerce. 
Prof. D. P. Chattopadhyaya. 


explained that the switchover 
to convertible currency would 

K romotc uninterrupted trade 
ctween the two countries. 
“Our experience with Yugo¬ 
slavia has proved that,” he 
added, A protocol was sig¬ 
ned recently by Prof. Chat¬ 
topadhyaya and the Bangla¬ 
desh Commerce minister Mr 
Khandaker Moshtaquc Ahmed 
to provide that with effect 
from January 1, 1975 all pay¬ 
ments and charges in connec¬ 
tion with trade between the 
two countries shall be effected 
in freely convertible curren¬ 
cies in accordance with the 
foreign exchange regulations 
in force in each country from 
time to time. Prof. Chattopa- 
dhyaya pointed out that the 
rupee agreement had to be 
terminated because it had 
not yielded the results that had 
been expected. He blamed 
transport bottlenecks in 
Bangladesh and strikes and 
go-slow in India for the fail¬ 
ure of the rupee trade agree¬ 
ment between the two coun¬ 
tries. 

Indo-USSR Trade 

A significant increase of 
about 15 per cent is antici¬ 
pated in the trade turnover 
between India and the Soviet 
Union during 1975. Against 
Rs 600 crores during 1974 
the total turnover this 
year is expected to be about 
Rs 700 crores. Final round 
of trade talks with the Soviet 
Union'-biggest trading part¬ 
ner of India -were held re¬ 
cently. Russian delegation 
headed by Mr l. T. Grishin, 
deputy minister of Foreign 
Trade, was in this country 
to finalise the list of commo¬ 
dities and to sign the agree¬ 
ment, In October, Commerce 
Secretary, Mr Bose Mullick 
had gone to Moscow for talks 
with the Soviet authorities. 
Under the annual plan for 
1975 among the much-nccdcd 
items that the Soviet Union 
would supply to this country 
are kerosene, fertilisers, non 
ferrous metals and equipment 
and machinery. The pattern 
of exports to the Soviet Union 
from this country would in¬ 
clude traditional goods such 
as textiles and jute, besides, 


this country would export en¬ 
gineering goods, leather goods 
oilcakes and ready-made 
garments. 

Delegation from Iran 

Iran’s desire to evolve clo¬ 
ser economic cooperation with 
India was amply reflected in 
the statement of Mr Ahmed 
Khayyami, the leader of visit¬ 
ing 15 member delegation from 
Iran Chamber of Commerce, 
Industries and Mines. He 
fully praised India’s indus¬ 
trial development and this 
countries capacity to meet the 
needs of Iran, now launching 
a massive programme of indus¬ 
trial development. During their 
visit to various units in Delhi 
and Bombay, the visitors locat¬ 
ed numerous avenues of coope¬ 
ration between the two coun¬ 
tries. Mr Humayun Faruzan, 
a member of the delegation, 
staled that India was a coun¬ 
try with skills in many 
fields. He was certain that 
the two countries could coope¬ 
rate in many fields. He pointed 
out that Ira no* Hind Shipping 
Lines, a joint venture to be 
launched within three months, 
would mark the first step to¬ 
wards the building of trade 
between the two countries. 


Indo-Polish Accord 

India and Poland have evo¬ 
lved an arrangments to pro¬ 
tect their reserves because of 
international currency fluctua¬ 
tions. Poland has agreed to 
continue rupee trade with 
India for the next three years 
under a trade and payments 
agreement signed in New Delhi 
recently. The new Indo-Polish 
trade agreement will thus re¬ 
place the existing agreement 
which is to expire by the end 
of December this year. The 
trade agreement was signed by 
the Commerce Secretary, Mr 
Y.T' Shah for India, and 
Stcfen Gerkowic, vice-minister 
of Foreign Trade Supply, for 
Poland. Poland is the second 
largest trading partner of 
India in east Europe next only 
to the Soviet Union. The trade 
turnover between the two 
countries in 1973 was Rs 85.57 
crores while the trade plan for 
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1974 envisaged a turnover of 
Rs 200 crones. The trade plan 
for 1975 is likely to be finalis¬ 
ed in Warsaw shortly. 


Assistance from Britain 

Britain has given a loan of 
Rs 17.75 crores to this coun¬ 
try as debt relief under an 
agreement signed reeenly. The 
agreement was signed) by the 
British High Commissioner, 
Sir Michael Walker, for the 
British government and Mr 
M.G. Raul. Secretary, Depart¬ 
ment of Economic Affairs, 
union ministry of Finance. 
The loan represents British 
contribution to the debt-relief 
scheme for 1974-75 agreed by 
members of the Aid-lndia 
Consortium following the nego¬ 
tiations held earlier this year. 
The loan is not tied to the 
purchase of goods and services 
from Britain and thus amounts 
to a transfer of free foreign 
exchange. It is on the usual 
soft terms of British lending 
to this country. It is free 
of interest and service 
charges and repayable over 25 
years, with no repayment due 
during the first seven years. 

Trade with Yugoslavia 

A high-level trade delega¬ 
tion led by Mr Y.T. Shah, Com¬ 
merce Secretary left for Yugo¬ 
slavia recently. The delegation 
consisted of representatives 
from the ministries of Com¬ 
merce and Industry and Civil 
Supplies, public sector under¬ 
taking such as Engineering Pro¬ 
jects (India) Ltd, and SAIL 
international and from the 
private sector. The delegation 
which has been invited by the 
government of Yugoslavia, will 
explore opportunities for stre¬ 
ngthening and expanding Zndo- 
Yugoslav trade and econo¬ 
mic relations. Trade between 
India and Yugoslavia increased 
to Rs 31.4 crores in 1973-74 
from Rs 19.8 crores in 1972-73. 
India’s exports increased by 
90 per cent from Rs 12.4 cro¬ 
res in 1972-73 to Rs 23,5 cro¬ 
res in 1973-74. 

Gold Prices 

The price of gold rose to a 
record of 5194.50 an ounce in 


the morning trading of London 
bullion Markers on December 
27. Dealers stated that the 
$7.00 rise from December 20, 
price fixing reflected new con¬ 
fidence in gold following a 
statement by the French prime 
minister that differences with 
Iran over the revaluation of 
of France’s gold reserves had 
been ironed out, and also due to 
anticipated American demand. 

West German 
Bank Rate 

The West German Central 
Bank recently lowered Bank 
Rate by half a point to six per 
cent to support the govern¬ 
ment’s new reflationury poli¬ 
cies aimed at fighting rising 
unemployment and the threat 
of recession. 

World Oil Production 

The Soviet Union is 
the world’s largest oil pro¬ 
ducer, averaging 9,034,000 bar¬ 
rels per day during the first 
nine months of 1974, accord¬ 
ing to the figures compiled by 
the Venezulan Mines ministry. 
Soviet production increased by 
8.6 per cent this year while the 
Uuited States, world’s second 
largest producer, saw its out¬ 
put fall by 3.8 per cent to 
8,869,000 barrels per day. Five 
members of the Organisation 
of the Petroleum Exporting 
Countries (OPEC) rank as third 
to seventh largest producers. 
Saudi Arabia’s output increased 
by 7.6 per cent to 8,430,000 
barrels per day, Iran’s rose by 
4.5 per cent to 6,103,000 bar¬ 
rels, Venezulan output drop¬ 
ped by 10.4 per cent to 
3,015,000 barrels, Kuwait’s 
fell by 15.7 per cent to 2,62? f 000 
barrels and Nigeria increased 
its output by 12.7 per cent to 
2,266,000 barrels. Canada is 
the world’s eighth largest pro¬ 
ducer with a 2.6 per cent rise 
to an average 1,840,000 bar¬ 
rels per day. 

FCI to Make Explosives 

The Fertiliser Corporation 
of India has taken up the manu¬ 
facture of explosives. A Rs 
2 -crore methylamines plant at 
Trombay was commissioned 
recently. Methylamine is bet¬ 
ter and safer than dynamite 
as an explosive. The plant. 


the first of its kind in 
the country, will annually 
produce 1,000 tonnes of mono- 
methylamine, 2,500 tonnes of 
dimethylamine and 500 tonnes 
of trimethylomine. At present 
this country is importing its 
requirements. The plant has 
been built with US know¬ 
how on a turn-kay basis. The 
design of the plant is flexible 
to produce any one or more 
of the products and in any 
concentration. The foreign 
exchange cost of the equip¬ 
ment of the plant is only five 
to six per cent of the total 
erection cost. 

Export of Canned Foods 

This country exported pro¬ 
cessed food worth Rs 19.01 
crores in the first six months 
of the current financial year, 
Mr Kisan Mehta, chairman of 
the Processed Food Export 
Promotion Council stated re¬ 
cently. Addressing the 11th 
annual general meeting of the 
council, Mr Mehta indicated 
that the council was making 
efforts to increase its export 
performance to a minimum of 
Rs 35 crores against the origi¬ 
nal target of Rs 31.85 crores. 
Exports during 1973*74 were 
of the order of Rs 31.03 cro¬ 
res as against Rs 24.48 crores 
in 1972-73. Mr Mehta added 
that India suffered a setback 
in the export of mango juice 
in 1973-74 to the Soviet Union 
with only 3,000 tonnes of ex¬ 
port, a fall of 50 per cent in 
aveiage exports, 

Hindustan Shipyard 

The Hindustan Shipyard 
Limited (HSL) earned a not 
protit of Rs 53.39 lakhs during 
1973 as against Rs 64.70 lakhs 
in the previous year. This was 
revealed in the annual review 
of the shipyard for 1973-74 
presented in the Rajya Sabha 
recently. Out of the cumula¬ 
tive profit of Rs 100.54 lakhs, 
a sum of Rs 39 lakhs had been 
set apart as development re¬ 
bate reserve raising the reserve 
to Rs 117 lakhs. It also re¬ 
vealed that a sum of Rs 296.58 
lakhs was due to the company 
from the government of India 
representing estimated sub¬ 
sidy on the vessels built and 


delivered during 1973-741 Th<jj 
oortpaftydelivered ttyee vessel! 
of about 13,800 dwt during 
tlie year and eight were ill 
various stages of construction! 
The total value of productW 
during the year teachej 
Rs 1,521.81 lakhs as againsl 

Rs 1,275.98 lakhs in the pro! 

ceding year. | 

' ' t 1 

Bihar’s New Emporium! 

“Ambapali”, Bihar’s ne4 
handicraft retailing centre ip 
the posh state handicraft em| 
poria complex in New Delhi 
was inaugurated by the Presii 
dent, Mr Fakhruddin A! 
Ahmed on December 20. Be> 
des the President and Begun 
Ahmed, Mr Abdul Ghafooij 
the chief minister of Bihar an i 
Mr Chandrasekhar Singh, tlltt 
state Industries minister, aiuf 
other high officials, people 
also turned up in hire; 
numbers to make il' 
occasion a colourful ai, 
memorable one. The Prcv 
dent was very much impressc, 
by the exhibits which is 
glowing tribute to the exqw: 
site craftsmanship of tli; 
artisans who have kept a\'w) 
the rich culture of Bihar. M; 
Ahmed received a carpet as 
gift on this occasion. 

The “Ambapali” emporium 
will be managed by the Bilu! 
State Handloom, Powerlooif 
and Handicrafts Development 
Corporation. This corpora^ 
tion has an authorised capita,* 
of Rs 5 crores and its mai/ 
activities will be to promoif 
the development of handicrafi] 
and handloom sectors. It wii 
also manage the sales emporij 
functioning at Delhi, Calcutta' 
Bombay, Ranchi and Patna? 
Besides this corporation, lli-i 
Bihar State Leather Industrie. 
Development Corporation also 
has been set up with an authut 
rised capital of two crores oj 
rupees, the main objective be in) 
to achieve the intensive devd 
lopment of leather and allied 
industries in the state. J 

Names in the News 

Dr A. R. Baji, Director o 
News Services of All Indi 
Radio, has been appoints 
Principal Information Officer ti 
the government of India. 
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Reflecting the citenging times 

Time was, when to reach 
an all-India audience, 
advertisers had to use 
: several newspapers, 

: since there was no single 
; national newspaper. 

f 


AlUthat has changed with 

THE 

! ECONOMIC 
TIMES 



; ONLY THE ECONOMIC TIMES GIVES ALL-INDIO COVERAGE. 
! AND THAT TOO OF THE PEOPLE AT THE TOP. 




While ordinary dailies have only regional 
or localised circulation, only The Econo¬ 
mic Times circulates all over India, offering 
first class coverage of people in the high 
income groups. 

Readers of The Economic Times are people 
at the top-Directors, Executives, Managers, 
Professionals, Businessmen-the decision¬ 
makers. You can reach them only through 
THE ECONOMIC TIMES-India's leading 
economic and social affairs journal.. 


GET MORE IMPACT WITH 

THE FRONT PAGE SOLUS POSITION - 

20 cms x 3 cols. 

And when you are talking to the people at the 
top, get maximum attention with the front page 
solus. It costs only 50% more, but gets you 
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Put your advertising* message where 
the money is— 

THE ECONOMIC TIMES 
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irkets'Buoyant 

ftE markets again turned 
pyant last week. Several 
recorded further hand¬ 
le gains on sustained support 
hectic bear covering. The 
Meet sentiment improved 
siderably following the 
an Finance ministry's 
jwsment discounting fears of 
ssion overtaking the eco- 
my. Renewed hopes of a 
flilloalion in dividend con- 
and flow of encouraging 
porate news also brought 
Sic cheer to the markets. 

prevailing mood in the 
Ikets so far is one of optim- 
How long this will last 
t Anybody's guess? 

he upward trend in equi- 
on Dalai Street accelc- 
furlher during (he week, 
several scrips registering 
gains. Textiles were in 
^limelight on improved out- 
6 : for the industry. Khatau, 
fatlal Fine and Finlay, 
ed up substantially during 
week. Trading on the 
ns Range was steady dur- 
Jthc past week. The improve- 
it was largely of a 
inicai character. Besides 
es of relaxation in dividend 
ng curbs and a steady flow 
pneouraging corporate rc- 
also aided the market 
fjment. Sugars, textiles, 
licals and industrials were 
|he fore on the Madras 
Exchange during the 
The turnover of business 
fair and the undertone 
nf a mixed nature. 

idustan Lever 

he shareholders of Hindu- 
i Lever has passed a resolu- 
approving the sale of the 
>any ^Undertaking at Tir- 
alhu manufacturing 

( table oil products. The 
forms a small part of the 
any's total operations 
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both in terms of the book 
value of the fixed assets and the 
turnover. According to the 
management, the viability of the 
unit in South India has been seri¬ 
ously affected following the 
uneconomical price control and 
increasing loss accentuated fur¬ 
ther by rising labour costs. 
Meanwhile the company 
has taken up three projects 
in order to diversify its acti¬ 
vity. One of the projects 
would be a detergent plant 
to be set up in Jammu & 
Kashmir. The necessary in¬ 
dustrial licence has already 
been obtained and production 
is expected to start by the end of 
next year. Another project is 
for the manufacture of a new 
product and it is being put up 
at Taloja, Bombay at an esti¬ 
mate cost of about Rs. 1.5 to 
2 crores. The third project 
relates to the manufacture of 
phosphates at an estimated cost 
of Rs 15 crores. It would be 
set up at Haidia. 

Siemens India 

Siemens India has propos¬ 
ed a one for one bonus issue 
of equity shares beside»s report¬ 
ing excellent working * results 
in the year ended September 
30, 1974. Besides it has also 
proposed an equity dividend 
of 12 per cent the maximum 
permissible at present under 
the dividend ordinance, as 
against 18 per cent declared 
for the previous year. Half of 
the recommended dividend 
will however, be tax free in 
the hands of shareholders. The 
company's sales during the 
year soared to Rs 53.7 crores 
from Rs 43.7 crores while 
gross profit jumped to 8.17 
crores from Rs 4.58 crores in 
1972-73, Out of the gross pro¬ 
fit, the directors have allocated 
Rs88 lakhs to depreciation 
reserve, Rs 4.8 crores to taxa¬ 
tion, 13.5 lakhs to development 
rebate reserve, Rs 5 lakhs to 


debenture reduction reserve 
and Rs 2 lakhs towards doubt¬ 
ful debt reserve as against Rs 
76 lakhs, Rs 2.4 crores, Rs 12 
lakhs, Rs 5 lakhs and Rs 1.5 
lakhs provided respectively in 
the preceding year. After ad- 
justments there is a balance of 
Rs 2.29 crores and it has been 
transfered to the general reserve 
out of which the proposed 
dividend amountingto Rs 28*8 
lakhs will be paid. 

International Tractor 

The International Tractor 
Company of India Ltd has 
secured an order from Turkey 
for the export of 750 tractors 
valued at Rs 2.5 crores. The 
first consignment of 200 trac¬ 
tors had already being shipped. 
It is significant to note that 
the company has secured by 
the middle of last month ex¬ 
port orders for tractors and 
implements valued at over Rs 
4 crores The countries to which 
the company is exporting in¬ 
clude United Kingdom, Aus¬ 
tralia, Turkey, Japan, Indone¬ 
sia, Kenya, Tanzania, Zambia, 
Muscat and Nepal. In addition 
to exports, the company has 
also signed a collaboration 
agreement in Zambia for the 
manufacture of implements 
under which it will provide the 
complete technical know-how 
and components required for 
the assembly plant. Also, the 
company is likely to enter into 
negotiations with Zambia for 
collaboration agreement for 
setting up a tractor assembly 
plant. It may be recalled that 
the company started produc¬ 
tion of tractor at its thirty- 
five acre Kandivli plant in 1966 
and it has so far produced 
over 53,000 tractors. 

Shrirmm Bearings 

Shriram Bearings Ltd. has 
reported appreciable rise in 
turnover and profits during 
the year ended June 30,1974. 


Sales during the year spurted 
to Rs 4.08 crores from Rs 3.19 
crores in 1972-73. While gross 
profit moved up sharply to 
Rs 83.07 lakhs from Rs 64,17 
lakhs in the previous year. 
Out of gross profit ’ the 
directors have alloted Rs 10.92 
lakhs to depreciation reserve, 
Rs 0.63 lakh to development 
rebate reserve and Rs 45.66 
lakhs to taxation as against 
Rs 17.65 lakhs, Rs 2.18 lakhs 
and Rs 30.42 lakhs provided 
respectively in 1972-73. This 
loaves a balance of Rs 25,86 
lakhs and it has been transferr¬ 
ed to the general reserve. In 
view of the dividend ordinance 
the directors have recommend¬ 
ed an equity dividend of 12 
per cent and 9.3 per cent on 
preference shares. The equity 
dividend will absorb Rs 6.60 
lakhs while the preference divi¬ 
dend will claim Rs 1.86 lakhs. 

Although the turnover and 
profits are better than in 1972-73. 
Further improvement in opera¬ 
tions has been handicapped by 
some # of the machines which 
have worn out after having 
been in use for more than ten 
years. Phased replacement of 
the machines has been planned 
on the basis of operational 
priorities and with such replace¬ 
ment it is expected that the phy¬ 
sical operations would improve 
further. However, improve¬ 
ments in financial working 
results would depend consider¬ 
ably upon the efforts of tight¬ 
ness of bank credit, continued 
power shortage affecting most 
of the consuming industries 
and the cost of production 
which is escalating continu- 
osly. The company's scheme 
for expansion of ball bearings 
capacity has been making 
steady progress. Capital goods 
clearance for the Aurangabad 
unit has been received. Arrang- 
ments for foreign exchange and 
rupee loans have been made. 
The government’s approval 
under the MTRP net for set¬ 
ting up the factory at Auran¬ 
gabad is now awaited. The 
company’s foreign collabora¬ 
tion proposal for setting up a 
project for manufacture of 
roller bearings is still pending 
with the government for a 
decision. The abnormal delay 
which has already taken place 
in government clearance for 
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the project* has made its im¬ 
plementation highly uncertain, 

Sakthi Sugars 

The ^outstanding as hieve- 
ment of Sakthi Sugars is the 
doubling of crushing capacity 
to 4,000 tonnes daily in less 
than three years and the 
installation of a distillery with 
a capacity of three million 
gallons annually. Ever since 
it began crushing operations in 


permissible maximum dividend 
of 12 per cent taxablf even, 
after allocating substantia! 
amounts to various reserves. 
The charge in respect of de^e- 
ciacion is naturally higher at 
Rs 46.99 lakhs (34.66 lakhs) 
and development rebate Rs 
32.67 lakhs (Rs 7,15 lakhs). 
There is no allocation towards 


taxation against Rs 9 lakhs 

farmer^ 

The transfer to preference 
share redemption reserve 
is Rs 50,000 (same) and 
dividend reserves Rs 18.45 
lakhs <fts 22.50 lakhs). Gene¬ 
ration of internal resources for 
Rs 80.16 lakhs has been very 


useful in meeting part of 
heavy capital expenditure 
Rs 391.93 lakhs incurred 
1973*74. The full benefit 
the expanded facilities will 
realized in 1974-75 as it is a 
fidentally expected that i 
quantity of cane crushed n: 
constitute another record 
nine lakhs tonnes and there 


1964-65, there has been a 
steady increase in the quantity 
of cane handled and sugar 
produced and it should be said 
to the credit of the manage¬ 
ment that at no stage difficulty 
was experienced in securing 
the required canc supplies. 
The vigorous implementation 
of expansion schemes in 
1971-74 has also resulted in a 
considerable saving in capital 
outlay as the value of gross 
fixed assets at Rs 958.58 lakhs 
on June 30,1974 would require 
an investment of over Rs 20 
crores on the basis of current 
costs even for creating the 
same facilities. 

For Sakthi Sugars the 
year 1973-74 was specta¬ 
cular in many respects. 
A record quantity of cane of 
8.13 lakh tonnes against 6.88 
lakh tonnes in 1972-73 was 
handled and the output of 
sugar at 67,776 tonnes against 
59,972 tonnes in 1972-73 con¬ 
stituted the second largest for 
any factory in the whole coun¬ 
try in spite of a low recovery 
due to factors beyond the con¬ 
trol of the management. The 
working results for 1973-74 
too are gratifying being the 
second best in the history of 
the company notwithstanding 
the heavy losses that had to be 
sustained by sugar mills in 
Tamil Nadu particularly due 
to the fixation of price of levy 
sugar on an unrealistic basis 
by the government and high 
prices that had to be paid to 
cane growers. The net profit 
before depreciation has thus 
been significantly higher at Rs 
104.72 lakhs as against Rs 
74.99 lakhs in the previous 
year in spite of higher interest 
charges, a bigger wage-bill 
and higher cost of cane. With 
no liability for taxation it has 
been possible for the directors 
lo recommend payment of the 
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io the prospect of a higher 
sovery of sugar being achiev- 
The current year may 
is turnout to be another im- 
rtant landmark in the 
tory of the company. 

>thari (Madras) 

Kothari (Madras) is an 
algam of five companies, 

. Waterfall Estates Limited, 
ie Mountain Estates 
} Industries Limited, 
Imadies Plantations Limited, 
thari Textile ^’Limited and 
oni Spinning & Weaving 
tnpany Limited. The first 
x of the amalgamated com- 
lies results were published 
the accounts for the year 
led June 30. 1972. The 
fit for the year ended June 
1974 is a record profit 
,ieved by this company and 
p a record in regard to 
fits achieved by the amal- 
pating companies in any of 
previous years. The gross 
fit of the company was of 
order of Rs 331.38 lakhs 
^against Rs 76.84 lakhs 
jicved during 1972-73. After 
jtstments, the directors have 
jjropriated Rs 41.84 lakhs to 
free iation reserve, Rs 10.73 
(is to development rebate 
rrve, Rs 150.00 lakhs to¬ 
ds taxation, Rs 45.00 lakhs 
taxation reserve and Rs 
K) lakhs to general reserve, 
if board of directors have 
lured a dividend of 9 3 
\ cent on its preference 
Ital and a dividend of 12 
cent on its equity capital. 

I dividend could have been 
her but for the restrictions 
josed by the government on 
^distribution of dividends, 
kay be noted that despite 
f power cut of varying 
jtees, throughout the year, 
(production has been much 
I tr than the previous year 
fuse of the installation of 
irators in the various units 
this company, 
fhe production of textiles, 
ever, has been excepti- 
lly good not only because 
the installation of gener- 
s, but also due to the con- 
mt modernization progr¬ 
ams carried out at its textile 
s right from 1960 and over 
sh, the company has so far 
it approximately over Rs 
lakhs- Modernization 


programme is still being carried 
out in phases. Similarly, this 
company is attempting to im¬ 
prove its production of tea 
both as regards its quality and 
quantity. Besides modernis¬ 
ing its tea factories a syste¬ 
matic replanting or regenera¬ 
tion programme of at least 
eight per cent to 10 per cent 
of the coffee acreage has been 
started and it will be complet¬ 
ed progressively in the course 
of next few years. The com¬ 
pany has received licences for 
the installation of 300 auto¬ 
matic looms each, in one of 
the textile mills at Coimbatore 
and its textile mill at Adoni. 
The matter is under active 
consideration. In its fertiliser 
division, the company has got 
an approval from the govern¬ 
ment for expanding the capa¬ 
city of the sulphuric acid plant 
from 15,000 tonnes to 18,750 
tonnes per annum, which is ex¬ 
pected to cost Rs 20 lakhs. 
This expansion programme is 
expected to be completed in 
the current year. 

One of the primary objec¬ 
tives of the scheme of amalga¬ 
mation was to utilise more 
effectively the resources of the 
amalgamated companies to 
provide a steady rate of return 
to the shareholders and achieve 
greater financial stability to 
enable expansion, diversifica¬ 
tion etc. With this objective 
in view, the company has 
applied for a licence for manu¬ 
facturing of caustic soda and 
ammonium chloride. Tangible 
progress has been achieved 
in regard to this project and 
barring unforeseen circum¬ 
stances, it is expected- to go 
into production by early 1977. 
The estimated investment is of 
the order of Rs 15 crores and 
the gross profit for this unit is 
alone expected to be of the 
order of Rs 2.5 crores. 

Refractory Specialities 
India 

Refractory Specialities India 
Ltd is being set up in 
the backward district of 
Santhal Parganas, Bihar, for 
the manufacture of monolithic 
Refractories of all types as 
«wcll as high alumina bricks 
upto 99 per cent alumina. 
The unit is being set up by 


enterpreueufs who are already 
running four small-scale re¬ 
fractory units manufacturing 
wide range of refractories 
such as silica, sillimanite, high 
alumina bricks and other 
grades of fire bricks. Encou¬ 
raged with the progress in the 
four small-scale units the 
enterpreneurs, who have no 
backing from any other big 
house, have now decided to 
setup a medium-scale unit. 


The {high performance re¬ 
fractories will be manufac¬ 
tured with the technical know¬ 
how of North American Re¬ 
fractories Co. who arc one of 
the major refractories produc¬ 
ing company in the United 
States. This company will 
provide complete know-how 
for manufacture , for appli¬ 
cations and plant design lay¬ 
out for this Unit. Great 
emphasis is being laid by 
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I tftis company n<# only to in | Midnapore, Siddhartha 
'manufacture consistent quality Ferro Alloys in Hooghly, Uni- 
fPefractories but also to pro- versal Industries & Cotton 
vide complete technical ser- Mills in Biruhum, Pench 
| vices in regard to application Steel in Hooghly, Puruiia 
| of monolithic refractories Steels in Puruiia, Singh Alloys 
j in the steel, petrochemical, & Steel in Nadia, Somani 
fertilizer ; cement , power Ferro Alloys in Nadia, Birla 

generation and other indus - Jute Mfg. Co, in Burdwan 
tries. and Mohankas in Nadia. The 


above units coming up in Unit Trust 
different ; parts of the state, 

will generate a total invest- Mr. James S. Raj, chair 
ment of Rs. 21.5 crores and man of the Unit Trust 0 
offer direct employment to India, described as “totalji 
about 5000 people. For the baseless and unwarranted' 
current year the state govern- reports that the trust was j r 
ment have alloted Rs. 50 financial difficulties or tha 
lakhs for paymentjunder the it proposed to sell some 0 | 
incentive scheme. the shares of public limited 


The company’s own re¬ 
fractory lining crews will 
install special refractories at 
the customers site . Almost 
all the petrochemical and 
fertilizer units are importing 
Hi is special refractories along- 
with steel industry. This unit 
will provide indigenous pro¬ 
duct which arc hitherto being 
imported. The company has 
an export obligation of 10 per 
cent and has already located 
buyers who have shown keen 
interest in obtaining the pro¬ 
ducts of the company. The 
major outlet for exports 
would be in middle East and 
South east countries. The 
collaborator has also agreed 
to assist this company in 
taking part of the production 
for meeting the export obli¬ 
gation. The total project 
cost is Rs. 135 lakhs, out of 
which equity will be Rs 40 
lakhs, backward area subsidy 
Rs 15 lakhs and institutional 
loan Rs 80 lakhs. The project 
is very viable and good in¬ 
vestment and hence assures 
an early return on capital. 

West Bengal Industrial 
Dev. Corp. 

The West Bengal Industrial 
Development Corporation has 
sanctioned incentives to 14 me¬ 
dium and large industrial units 
in the month of November, 
1974. The incentives include 
sales tax refunds as long term 
loans, 30 per cent subsidy on 
power consumption, repay¬ 
ment of octroi duties and 75 
per cent subsidy on cost of 
preparing feasibility reports. 
The 14 units which comprise 
new ones and expansion pro¬ 
jects of existing companies 
are r Shaktigarh Textiles in 
Burdwan, Bengal Arc Steel 
in Puruiia, Eastern Spinning 
Mills in 24 Parganas, Orient 
Steel and Industries in Hoogh¬ 
ly. Fort William Co., in 
Hooghly, Silver Fibre Mills 
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Kothari Sugars And Chemicals Limited 

r Madras 800034 

Chairman's Statement read out at the t4th Annual General Meeting held on 

27tb December, 1974. 

price for cane from Rs 80/- 
to Rs 85/- per tonne linked to 
a recovery of 8.5% with a 
premium of ten paisc per 
quintal for every increase of 
0. J % in recovery over tlie 
basic recovery of 8.5%. On 
this basis, the statutory mini¬ 
mum price payable at Kattur 
and Struguppu factories 
works out l:o Rs. 92/- and 
Rs. 97/- respectively. 

The Government has fixed 
a production target of 60 
lakhs tonnes of sugar by 1978- 
79. The production capacity 
for achieving this should there¬ 
fore be of an order of 70 lakhs 
tonnes. The achievement of 
this target is dependent on a 
definite and fixed policy regu¬ 
lating the control and distri¬ 
bution of sugar, fixation of an 
attractive cane price to the 
growers and relaxation of 
credit curbs 
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t idies & Gentlemen : 

1 have great pleasure in 
vitingyou to this Fourteenth 
nnual General Meeting of our 
umpany. 

I am glad to report that the 
st season has again been 
successful apd profitable 
ne. Although under normal 
rcumstances, a higher divi- 
nd could have been paid, due 
the restrictions on the paym¬ 
ent of dividends imposed by 
c Government recently, the 
irectors have recommended 
dividend of 9% 


The total crushing at Kattur 
ctory for 271 days of work- 
g was to the tune of 3,68,066 
nnes of cane, producing 
1,06,601 quintals of sugaf at 
average recovery of 8.33% 
ainst a crushing of 2,24,531 
nnes of cane for 193 daysbf 
forking producing 1,97,126 
tintals of sugar at an average 
covery of 8,76i% during 
e previous season 1972-73. 
he crushing of cane at the 
w factory at Siruguppa for 
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. C. KOTHAtU 

134 days of working was lo 
the tune of 1,07,700 tonnes 
producing 97,800 quintals of 
sugar at an average recovery of 
9.13%. 

The statutory minimum 
price per tonne of canc fixed 
for our Kattur factory by 
the Government fqi J 973-74 
was Rs. 85.60. But at the ins¬ 
tance of Tamil Nadu Govern¬ 
ment, we had agreed to pay 
Rs 100/- per tonne being the 
price that was paid during 
1972-73 season. However, on 
a demand made by the sugar¬ 
cane growers, a meeting was 
convened by the Tamil Nadu 
Government with the sugar¬ 
cane growers and the manu¬ 
facturers at which meeting the 
Government advised the manu¬ 
facturers to pay an increase of 
25% over the statutory mini*, 
mum price. On this basts, 
the Kattur factory has to pay, 
to its growers Rs 107/- pet- 
tonne for the season 1973*74. 

The Government of India, 
has recently increased the basic 


The Government had made 
a policy statement in August, 
1972 for intensification of cane 
development and also for plan¬ 
ning for quantitative and quali¬ 
tative improvement in sugar¬ 
cane production. It had also 
announced the continuance 
of the policy of partial control, 
uniform issue price of levy 
sugar throughout the country 
and also a well conceived and 
properly integrated long range 
policy to increase the produc¬ 
tion to meet the gap between 
demand and supply of this 
commodity between the 
periods 1972-75. 

Subsequently in September, 
1972, the Government an¬ 
nounced incentives in the 
form of rebate in excise duty 
concessions on excess produc¬ 
tion obtained by the factory. 
These measures had the de¬ 
sired result as u large number 
of factories started crushing op- 
cations earlier than usual des¬ 
pite high costs of production. 

However, the Excise Duty 
Rebate Scheme recently an¬ 
nounced by the Government of 
India for the season 1974-75 


is disappointing and : may not 
result in any substantial in¬ 
crease in production. Under 
this scheme, seasons have been 
divided into two periods viz. 
early and main, and 
eligibility of concessions 
is based on the average 
production of the preceding 
five years during the corres 
ponding periods. It might 
benefit the industry if this 
period of five \ears is reduced 
to three years ;ind if the system 
of excise concessions are con¬ 
tinued in future also with some 
adjustments in regards to the 
duration of the main season, 
which could further be divided 
into two vi*. peak recovery 
period and low recovery period. 
The additional excise duty re¬ 
bate should be extended to 
low recovery period also. 

The attention of the Govern 
ment has been frequently 
drawn by the industry to the 
fixation of a remunerative pric 
to the sugarcane grower ip 
order that the production o 
sugar could be increased ti 
achieve the target set by th 
Government, it is imperative! 
that the price for canc shoul 
be commensurate with the 
level of prices obtained by th 
growers of other commcrcia 
crops. Even the recent revi 
sion in tlie basic price for can 
announced by the Govern 
ment docs not obtain a remu 
neralive price for the sugar 
cane growers. The prices pai< 
by the industry arc much high 
cr than these basic min ini un 
prices fixed by the Government. 

Another important facto 
that has to be given considc 
ration by the Government t 
give a boost to the productio 
of sugar is the fixation of 
realistic and economic pric 
for levy sugar. 

Lt used to be the usual prac 
lice of the Government givei 
up in the year 1969-70 onwards 
to fix provisional levy pric 
before the beginning of th 
season on the basis of an esti 
mated recovery and cost o 
production of cane. The price 
now prevailing for levy suga 
are highly uneconomical whicl 
necessitates increase in price o 
free sugar to make up the loss 

Sugar industry is large!; 
dependent on bank credit fo 
financing its production achie 
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! ved in a short period of 4 to 
5 months which is disposed off 
; over a period of 12 to 14 
months. There has been si arp 
increase in the cost of raw 
materials namely sugarcane 
and various stores items during 
this year. The production 
also ia expected to be higher. 
The credit requirement of the 
sugarcane industry would be 
higher this year than the pre¬ 
ceding year. Whilst this is the 
case, the credit restrictions im¬ 
posed by the increase in the 
margins from 10 to 15% on 
levy sugar and 15 to 20% on 
free sugar will considerably 
affect the working of this in¬ 
dustry unless the Government 
relaxes the credit curbs consi¬ 
derably. 

it is fortunate that at a 
critical time when the foreign 
exchange resources of this 'j 
country are dwindling, the 
sugar industry has been able 
to come in a large measure to 
rescue this situation. It is 
expected that additional foreign 
exchange on Jthe export of 
sugar alone would account for 
Rs 400 crores for this country. 
The international price for 
sugar is almost double the 
, free market price ruling in 
our country today. To meet 
llic increased export demand, 
it is expected that a certain 
amount of sacrifice will have 
to be made by our countrymen, 
as the sugar production in the 
, country is still far below the 
demand. In this context, 

, sugar production has to be 
stepped up. 

1 am confident that the 
" industry could meet this chal- 
i Icngc if the credit restraints are 
p relaxed and larger cane areas 
arc assured without diversion 
| to gur and khandsari. Ade¬ 
quate and assured supplies 
; J,of cane can be had if the 
^grower is assured a remunera¬ 
tive price for his cane. 

pfj As regards the prospects for 
Ipthc current year, we expect to 
jpferush about five lakh tonnes 
Ifj’of cane between the two fac- 
‘P Lories at Kattur and Siruguppa, 
; :to which if the total quantity 
, >f 87,683 tonnes of cane already 
■^crushed between July to Sep¬ 
tember, 1974, at Kattur is 
vffulded. the total crushing is 


expected to be of the order of 
5.87 lakh tonnes as compared 
to a total crush of 3.88 lakh 
tonnes last year. 

The total production is 
estimated at 5.27 lakh quin¬ 
tals of sugar as compared to 
3.42 lakh quintals during the 
previous year. The quantity 
to be produced therefore will 


be nearly double of the pre¬ 
vious year. 

Judging from the above esti¬ 
mates and the present indi¬ 
cations, I expect that the profit 
for the current year should be 
higher than the year under 
review. 

Before I conclude, I would 
like to thank my colleagues on 


the Board for their co*oper<] 
tion and all the officers, stai 
and workers of the Comparr 
for the hard and sincere wori 
they have put in. 

: \ D. C. KOTHAR 
Chairmen 

Note: (This does not -purport 
to be the proceedings of the 
Annual General Meeting). 
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COMPANY NOTICE 


Upper Ganges Sugar Mills 
Limited 


NOTICE 


! NOTICE is hereby given 
tat the Forty-second Annual 
eneral Meeting of Upper 
anges Sugar Mills Limited 
ill be held on Monday, 
Le 20th January, 1975 
3.00 P.M. at 9/1, R.N. 
[ukherjee Road, Calcutta-!, 
r the following purposes:— 

(l) To receive and consider 
e Report of the Directors 
d to adopt the Audited 
ccounts of the Company for 
e year ended 30th June, 
74. 

(2) To declare dividends. 

1(3) To elect Directors in 
pace of Shri K.K. Birla, Shri 
K. Khaitan and Shri B.N. 
unjhunwala who retire by 
tation and being eligible offer 
temseives for re-election. 

#(4) To appoint Auditors 


d fix their remuneration. 



Special Business: 

(5) To appoint a Director in 
ce of Shri S.J. Utamsing 
o was appointed as an Addi- 
nal Director by the Board of 
rectors. His term of office 
ires at this Annual General 
eting. A notice in writing 
s been received by the com- 
y from a member proposing 
candidature for the office 
Director and signifying his 
ention to move the following 
elution as an Ordinary 
olution:— 

Resolved that Shri S. J. 
msing be and is hereby 
ihted a Director of the 

6) To appoint a Director in 
ce of Shri Kam&lnayan Sa- 
>gi who was appointed as an 
ditional Director by the 
d of Directors. 'His term 
ffice expires at this Annual 
eral Meeting. A notice in 
ing has been received by 
company from a member 
posing his candidature for 


the office of Director and signi¬ 
fying his intention to move the 
following resolution as an Ordi¬ 
nary Resolution:— 

“Resolved that Shri Kamal- 
nayan Saraogi be and is hereby 
appointed a Director of the 
Company.” 

To consider and if thought 
fit to pass with or without modi¬ 
fication the following resolu¬ 
tions as Ordinary Resolutions: 

(7) Resolved that rendering 
of services by Shree Services & 
Trading Company Limited 
from 1st May, 1961 and pay¬ 
ments therefor be and arc here¬ 
by ratified. 

(8) Resolved that the com¬ 
pany hereby approves the ap- 
pointment/reappointment of the 
following parties as Distribu¬ 
tors for the sale of Confec¬ 
tionary and Milk Products 
manufactured by Morton Con¬ 
fectionery & Milk Products 
Factory at Marhowrah (of 


which the company is the lessee) 
on the terms and conditions 
and for the areas as set out in 
the standard distributorship 
agreement subject to any varia¬ 
tion that may be made in the 
terms including changes in 
areas:— 

M/s. Badridas Rajendralal, 
fiarnala 

M/s Gopaldas Vijendru 
Kumar, Patiala 

M/s. Kishanchand Agarwal 
Sons, Ferozepur 

M/s. Tayal General Stores, 
Modinagar 

M/s. Punjab Biscuit Factory, 
Lakhimpur Kheri 

M/s. Asumal Arjundas, 
Sujangarh (Rajasthan) 

M/s. Jeetmul Ramdeo, Ram- 
kola (Dcoria) 

M/s. Shreshta Distributors, 
Kathmandu (Nepal) 

M/s. Lakhpat Rai Chaman- 
lal, Meerut 

M/s. Ashok General Stores, 
Rewari 

M/s. Sethi General Stores, 
Roorkec (U.P.) 

M/s, Balldshandas Shyam* 
rattan, Kalimpong 

M/s. Sadriwala Stores, 
Udaipur 

M/s. Ruby Confectioners, 
Saharanpur (U.P.) 

M/s. Satyapal Tea Co., 
Sriganganagar (Rajasthan) 


M/s. Sitaram Kaiiashchand. 
Mussooric. 

M/s. A. Das & Co.. Allaha¬ 
bad 

M/s Light House, Dalsing- 
sarai. 

By Order of the Board, 

S. N. GUPTA 
Secretary, 

9/1, R.N. Mukhcrjce Road, 
Calcutta-1, the 16th December, 
1974. 


Noil'S: 

1. A member entitled to 
attend and vote at the meeting 
is entitled to appoint a proxy 
to attend and vote instead of 
himself and the proxy need 
not be a member. 

2. Shareholders are requested 
to notify any change of 
address, failing which the divi¬ 
dend warrants will be posted 
to their addresses as registered 
with the Company. 

3. The Register of Members 
of the Company will remain 
closed from the 3rd January, 
1.975 to the 15th January, 
1975, both days inclusive. 
Explanatory Statement has 
been sent to the shareholders. 


Microfilm Edition of Eastern Economist 

EASTERN ECONOMIST, for the benefit of its readers, both at 
home and abroad, has made arrangements with University Microfilms 
of Ann Arbor, Michigan, USA, for tha latter undertaking the reproduc¬ 
tion of Eastern Economist on microfilm and through xerographic copies. 

This arrangement covers for the present back issues of Eastern 
Economist starting from January 1971. Tha question of including issues 
from earlier years In this arrangement is under consideration. 

University Microfilms will be sending the relevant literature to 
prospective microfilm subscribers. It Is believed that this service 
will be of particular Interoat and value to libraries, business houses, 
firms, government office* and other Institutions which may find it useful 
to maintain flits of Eastern Economist for record and reference. . 

Prospective microfilm subscribers may address their enquiries toi 
Serial Publications University Microfilms, 300 North Zeeb Road, Ann 
Arbor, Michigan 40108, USA. 
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Provisional Results- 

, 31st December,1974 

puryjob noboncw. bank 

A year of continuing CHANGE 


CHANGE: Change that began in PNB two years 
ago has been the motive force in our operations 
in 1974. end we hope will continue into the 
future as an "ally of management". 1974. but 
for a slack in deposits, general to the banking 
system, shows a satisfactory picture of 
performance. The targets for 1975 will aim at 
consolidating the new strengths and correcting 
the weaknesses. 

In our 1974 Budget we had spelt out our task 
as a kind of 'panchsheel': 

—Maximisation of deposits 
—Maximisation of credit 
—Maximisation of profits 
—Minimisation of expenditure 
—Maximisation of priority sector Credit. 


—In priority sector we are also doing well 
with a growth of 31%. Total export turnover 
nearly doubled during the year, 

PROFIT: In profits we have recovered the 
position and expect a rise in contrast with a 
small fall last year. 

EXPENDITURE: The newly created Expenditure 
Control & Financial Management Division is 
bringing about reductions but, more import a nth 
a cost and income consciousness. This should 
add to our profitability in the long run. 

In other areas of Change two points deserve 
special mention: 

—Communications —Men 


COMMUNICATIONS: The system of 
performance budgeting and its monthly review 

HIGHLIGHTS 



1973 

1974 

1976 

1974 


Actual 

Provisional 

Budget 

4 - 




1973 



Rs. Crores 


% rise 

Deposits— (and other accounts) 

741 

830 

960 

12 

Credit—Total, including 

431 

500 

600 

16 

Priority Sector* 

126 

165 

230 

31 

Trained—Number 

1098 

3150 

4900 

187 

Branches—Number 

1015 

1100 

1200 

8 

Credit—Deposit % 

60.4 

62.5 

64.9 


Priority— Total Credit % 

29.3 

33.0 

38.3 


excluding exports% 

21.7 

24.0 

28.3 



* Exports. Agriculture. Small Industry, Transport Self-Employed. 
Professionals. Small Business and Retail Trade. 


DEPOSITS : Taking stock of our performance, 
we find that: 

—In deposits, in keeping with a general trend 
we did not show the promised rise. Instead of 
a rise of 19% in 1973. there wilt only be a rise 
of 12% in 1974. while the banking system 
will have dropped from 20% to about 15%. In 
our own case, tho reasons have been a reduced 
intake from our traditional sources of farmers 
and general savings, where our share has been 
high. Additionally, there has been a drop in 
industrial and commercial current deposits. We 
are now conscious of our problem with 
deposits, (as we were with credit last year), 

We have therefore created a new Deposits 
Division to address itself exclusively to the task 
of deposit mobilisation, end to introduce some 
marketing techniques. 

CREDIT : In Credit we have done well, with 
an expansion of 16% as against an estimated 
14% for the System. There was expansion, 
diversification and reduction in seasonality; and 
particularly a healthy rise in our share in the 
public sector enterprises, the "large houses" 
of tomorrow 


has become institutionalised In 1975 we hope 
to let it percolate down to branch level, to 
create a total involvement. Decision-making 
is being speeded up and the committees at Head 
Office are meeting regularly, especially the 
Executive Committee that now meets daily, A 
new Follow-Up Committee has been formed 
to clear bottlenecks. 

MEN : Selection, training, recruitment and 
promotion of men is receiving the utmost 
emphasis. Special effort for the Scheduled 
Castes and Scheduled Tribes and ex-defence 
personnel s recruitment should clear the backlog 
soon. Quicker promotion opportunities are 
bringing down the average age of management 
at all levels, and training has been accelerated 
by opening five new Zonal Training Centres in 
addition to our Staff College. Improvement 
in the quality and content of training is our 
new task. 

FUTURE : As Change spreads, innovations 
introduced, and problems solved, a new crop 
iof problems arises. This is but inevitable in 
Change, but the mam thing is that we plan 
and appraise and constantly innovate. 


BOARD OF DIRECTORS : 

M. AflOtlUA A.K. OUTT VJ. KAK 

I.S, AHIUWAUA *•* M0TI 

SATYENDRA NATH IHAR0AVA MKHA0I 

O.r CHADHA Dr A S KAHLQN 


UMAL NARAtN MfiMROTM 
MtMCASH TAN ODD, Churl*** 


8.K Vora, 

General Manager 

O.P Gupta, 

Deputy General Manager 
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apanies held by it. Mr. 
j said the financial position 
the trust continued to be 
ad despite heavy repurcha- 
[ of units since the dividend 
» Ordinance early in July, 
trust, he pointed out, 
not a net seller in the 
re market but a buyer. 
July, it had bought a 
Rs. 29 lakhs worth of 
res. Mr. Raj agreed that 
trust had to repurchase 
|e July units worth about 
;14 crores, not during the 
|e period it sold units 
th over Rs. 10 crores. 
}s the net disinvestment 
nits was only Rs. 4 crores. 
jjbint this, the trust had a 
(liar flow of income from 
investments amounting 
jiver Rs. 14 crores a year, 
i there was no question 
he trust being in financial 
culties. 

Convention 

$8The Association of 
an Engineering Industry 
(El) held its two-day con- 
lion at New Delhi on 
ember 20 and 21, and 
iSinaugurated by Mr T. A.. 
1 the union minister for 
Sistry and Civil Supplies, 
jibined with the inaugural 
tion, A1EI organised a 
jay conference on “the 
uecring industry and the 
(tenges ahead*'. The con¬ 
gee consisted of three 
king sessions, namely, the 
gological challenges, ex- 
; challenges and the mana- 
M challenges. AlEl’s 
ctive was that through 
deliberations, specific 
is should emerge lor 
popriate action by the 
Btry and the government. 
I principal emphasis was 
i raising engineering pro¬ 
ton and exports. Each 
|ing session was devoted 
discussion of the pro- 
and perspectives 
| action plans framed 
Srespect each subject, 
gates from all over the 
|try participated in this 
ention. It is worth 
|ig here that the Asso- 
on of Indian Engineering 
|stry is the largest industry 
Nation in the country 
a membership of 1068 
parries representing an 


investment of R.s. 3000 crores 
and employment of one million. 
Its membership is drawn from 
small, medium and large units 
from public and private 
sectors. 

News and News 

Philips India has already 
crossed the export target by 
the end of November 1974 and 
is quite hopeful of reaching the 
Rs 3£ cr ore-mark by the close 
of the year, although it has 
fixed a target of Rs 3 crores 
for the whole of 1974. The 
company’s export in 1973 was 
to the tune of Rs 1.20 crores. 
The wide variety of exports 
during 1974 covers radio com¬ 
ponents, radio receivers, radio 
kits, lamps, tubes, lighting 
fitting*, public address system, 
mobile amplifiers and welding 
electrodes. The recent des¬ 
patch of over 200,000 fluores¬ 
cent tubes to Hong Kong as 
part of a major order is an 
important landmark in Philips 
India’s export drive. The first 
major breakthrough in the 
field of welding electrodes was 
made recently when the com¬ 
pany received an order for 250 
tons of welding electrodes 
from Egypt covering a value 
of approximately Rs one mil¬ 
lion. Initial despatches have 
already been made and the 
company hopes to obtain lar¬ 
ger orders for welding electro¬ 
des during 1975. 

Dr Beck and Company 
( India ) Limited of Pimpri, 
Poona has signed an agree¬ 
ment with the Soviet Union’s 
ministry of Foreign Trade for 
the supply of synthetic insula¬ 
tions valued at Rs 4.27 crores 
for the Russian electrical in¬ 
dustry during 1975. The com¬ 
pany has secured this repeat 
order from the Soviet Union 
against stiff competition from 
companies in Europe, America 
and Japan. 

New Issues 

The Gujarat Industrial In¬ 
vestment Corporation (GIIC) 
of Gujarat state government, 
the promoters of the presti¬ 
gious Gujarat State Fertiliser 
Company (GSFC) have ven¬ 
tured into a project for the 
manufacturing of caustic soda. 
The Gujarat Alkalies & ChemU 


cals Limited {GACL) has been 
formed to implement the pro¬ 
ject for the manufacture of 
37,425 tonnes of caustic soda, 
33,000 tonnes of chlorine and 
6,000 tonnes of Hydrochloric 
acid (100 per cent). The tech¬ 
nical know-how will be pro¬ 
vided by M/s Friedrich Uhde 
GMBH of West Germany who 
have established ovei 70 caus¬ 
tic soda-chloriuet plants all 
over the world. GACL’s unit 
will be located in Baroda, near 
the consumers’ plants such as 
Indian Petrochemicals Cor¬ 
poration Limited, GSFC and 
other chlorine-bosed units 
located or proposed to be 
located in the Baroda Petro¬ 
chemical complex. The en¬ 
tire production of GACL will 
be consumed in Gujarat itself 
by textile units, GSFC, Baroda 
Rayon Corporation and other 
chemical units located near 


Baroda. The cost of the pro¬ 
ject is estimated at Rs 11.40 
crores which would be financed 
by the share capital of Rs 425 
lakhs and term loans of 
Rs 715 lakhs. Of the share 
capital of Rs 425 lakhs, 
GUC, the promoters, will sub¬ 
scribe to Rs 170 lakhs and the 
balance shares valued at Rs 
255 lakhs will be offered to the 
public. The issue will be under¬ 
written by financial institutions 
and brokers. Necessary land 
has been acquired and the 
building construction has com¬ 
menced. The company expects 
to commission the plant by the 
middle of 1976. The public 
issue, of equity shares of Rs 
255 lakhs, is scheduled for the 
end of January 1975 and is 
being managed by H.L. Fin¬ 
ancial Consultants and Mana¬ 
gement Services Private Ltd 
(FICOM). Bombay. 


Dividends 


(Per cent) 


Equity dividend declared for 


Name of the 
company 

Year Ended — -—-——. 

Current year 

Previous 

year 

Higher Dividend 

Monogram 

Mills 

December 31, 1973 

15.0 

10.0 

Shree Yamuna 
Mills 

December 31, 1973 

8.5 

6.0 

Tarun Com¬ 
mercial Mills 

December 31, 1973 

17.0 

14.0 

Same Dividend 
Sree Rajendra 
Mills 

March 31, 1974 

12.0 

12.0 

Cooper Engi¬ 
neering 

June 30, 1974 

Nil 

Nil 

Jaipur Metal 
& Electricals 

March 31, 1974 

Nil 

Nil 

KanknarrahCo. 

December 31, 1973 

Nil 

Nil 

Reduced Dividend 

Hindustan Sugar June 30, 1974 

6.5 

9.0 

I ndo-American 
Electricals 

March 31, 1974 

6.0 

12.5 

Jay ant Paper 

March 31, 1974 

8.0 

12.0 

Auckland Jute 

March 31. 1974 

Nil 

5.0 

Spencer & Co. 

June 30, 1974 

11.0 

20.0 

Sri Krishna 
Rajendra Mills 

March 31,1974 

5.0 

10.0 

Hooguly Flour 
Mills 

December 31,1973 

10.0 

25.0 

Sautashtra 

Cement 

June 30, 1974 

Nil 

15.0 

Upper Ganges 
Sugar 

June 30,1974 

12.0 

16.0 
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Licences and Letters of Intent 

The following licences and letters of intent were issued 
under the Industries (Development and Regulation) Act 
1951 during the month of September 1974. The list contains 
the names and addresses of the licences, articles of manufac¬ 
turer, types of licences viz New Undertaking (NU), New 
Article (NA), Substantial Expansion (SE), Carry On Business 
(COB) and Shifting—and annual installed Capacity. Details 
regarding letters of intent revoked, rejected or surrendered 
are also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Rajhans Steel Ltd; 16, Ganesh Chandra Avenue 6th 
Floor, Calcutta-33.—-(Mihijan, Santhal Parganas, Bihar)—Alloy 
Steel Castings—900 tonnes p.a. Spheriodal Castings—900 tonnes 
p.a. Manganese Steel Castings—1,200 tonnes p.a.—(NU) 

M/s Modi Steel Wire Mfg. Co., Modi House, 10-B, Kasturi 
Ranga [yenger Road, Alwarpet, Madras 18.—(Madras-Tamil 
Nadu)*—Mild Steel Wire of 18 gauge & Thinner (Galvanised of 
otherwise)—3,700 tonnes p.a. ACSR Core Wires. Pre-stressed 
concrete wires. Spring Steel Wires. Cycle Spoke Wires. Alloy 
Steel Wires, and Low Carbon Galvanised & Un-galvanised steel 
Wires.—*6,30 »tonnes p.a.—(NU) 

M/s Industrial Steels, G.T. Road, Miller G.mj, Ludhiana.— 
(Ludhiana-Punjab)—Steel Casting—2,000 tonnes p.a. Stainless 
Steel Castings; Heat Resistant Castings; Shell Moulded Castings 
and Alloy Steel Castings2500 p. a - -(NU) 

M/s Kaveri Structural, ‘Sire Mansion 1 , 123, Mount Road, 
Madras.-—(Tiruchirapalli, Tamil Nadu)—Pressure Vessels (New 
Articles) Heat Exchangers.—1,200 tonnes p.a. (N.A./S.E.) 

M/s Allied Engg. Works, 5713, Industrial Area, Wazirpur- 
Deihi—(Delhi)—Bright Bars—510 tonnes p.a. Conduit Pipes— 
80 tonnes p.a.—(COB) 

M/s D.G. Steels & Alloys, 5-3-667, Topkhana, Near Usman- 
ganj, Hyderabad.—(Hyderabad-Andhra Pradesh)—M.S. Ingots, 
Quality Carbon Steels; Forging quality carbon steels; Cold 
Heading quality Carbon steels; etc.—*4,000 tonnes p.a.-—(COB) 

M/s Hindustan Steel Forgings, Rajpura, Punjab.—*(Rajpura- 
Punjab)—Closed Die Steel Forgings—525 tonnes p.a.—(COB) 

M/s Asian Steel Industries Ltd; Moulali, Hyderabad.— 
(Hyderabad-Andhra Pradesh)—Stranded Wire—925 tonnes p.a. 
—(COB) 

M/s Machine Techno (Sales) Pvt. Ltd; Jindal House, 8-A, 
Alipore Road Calcutta.—(Calcutta-West Bengal)—Mild Steel 
(Black Wires)- <2,0C0 tonnes p.a.--(COB) 

M/s A.K. Corporation Ltd; 93, Park Street, Calcutta.— 
(Vishakhapatnam-Andhra Pradesh)-Tin Containers (Above 18 
litres)—100'tonnes p.a.—(COB) 

M/s Swastik Ispat Ltd; 18-Naryan Dhurn Street, Bombay. 
—(Satpur-Nasik-Maharashtra)-—M.S. Ingots; Electrode quality 
Carbon Steels; Forging quality carbon steels; cold heading 
quality carbon steels; etc.—18,000 tonnes p.a.—(COB) 

M/s Godavari Steels (Pvt.) Ltd; c/o Sreenivasan Finance 
Corpn., Devtcluiuk, Rajamentry.—(Devichouk-Andhra Pradesh) 
—M.S. Ingots; Electrode quality carbon steels; Forging quality 
carbun steels; etc.—9,000 tonnes p.a.—COB) 

M/s S. P. International Pvt. Ltd; 3-A, Focal Point, Dhan- 
dhari Kalan, Ludhiana.—(Ludhiana-Punjab)—Mild Steel Wires 
(UngalvaniscdJ—1,250 tonner p.a.—-(COB) 

M/s Dabriwala Steel & Engg. Co. Ltd; Sector-24, Plot No, 
136, Faridabad.—(Faridabad-Haryana)—M.S. Ingots; Electrode 


quality Carbon Steels; Cold heading quality carbon steels; 
etc.* -7,000 tonnes p.a.—(COB) 

M/s B.R. Harman Mohatta (Varunee), Ulhas Nagar, Thana 
Maharashtra.—(Thana, Maharashtra)—M,S, Ingots; Electrodt 
quality Carbon Steels; Cold heading quality carbon steels; etc 
—28,000 tonnes p.a.—(COB) 

M/s Haryana Steel & Alloye Ltd; 3/5, Asaf Ali Road, New 
Delhi.—(Murthal-Sonepat, Haryana)—M.S. Ingots; Electrode 
quality Carbon Steels; Cold heading quality carbon steels; etc 
—18,000 tonnes p.a.—(COB) 

M/s Pradyumna Steels Ltd; U2, Chittaranjan Avenue 
Calcutta.—(Hoogly, West Bengal)—M.S. Ingots; Electrode 
quality Carbon Steels; Cold heading quality carbon steels; etc, 
—27,000 tonnes p.a.—(COB) 

Shri Chandra Kant Maganlal Sanghvi, 395/97, Natha Street 
Bombay-9—(Kolaba, Maharashtra)—M.S. Ingots; Electrode 
quality Carbon Steels; Cold heading quality carbon steels; etc, 
—18,000 tonnes p.a,—(COB) 

M/s Delta Spokes Mfg. Co. Dharam Chand Estate, Devnar, 
Bombay- 8 - -(Devnar-Maharashtraj—Carbon Wires (Un¬ 
galvanised Bright)—2000 tonnes p.a. High Carbon Wires (Gal 
vanised)--1,000 tonnes p.a.—(COB) 

M/s Lauls Pvt. Ltd; 33-B, New Industrial Township, Farida- 

bad.--(Far idabad-Haryana).M. S. Ingots; Electrode Quality 

Carbon Steels; Forging quality Carbon Steels; etc.—9,000 
tonnes p.a.—(COB) 

Shri K. Dharma Rao & Shri R.C. Mitra, Promoters, Cir- 
car Steel Pvt. Ltd; 23, Camac Street, Calcutta. -(Vijayawada- 
Andhra Pradesh)—M.S. Ingots: Electrode Quality Carbon 
Steels: Forging quality Carbon Steels; etc.—9,000 tonnes p.a. 
-(COB) 

M/s Western India Steel Industries; Prop. Merchant Steel 
Industries (P) Ltd; Nirmal Nagar, Bhavnagar.— (Bhavnagar 
Rajkot Road, Sehor, Gujarat)—M.S. Bars, Flats Angles—2,160 
tonnes p.a.—(COB) 

M/s Ravindru Steel Ltd: 33-B, M1DC Industrial Area. Hinga 
Road, Nagpur— (Nagpur-MuharashtraV-M.S. Ingots; Electrode 
quality carbon steels; Forging quality carbon steels; etc.—18,000 
tonnes p.a.—(COB) 

M/s Golden Steel Corpn. (P) Ltd; P-35, India Exchange 
Place, Calcutta-1.—(Liluah, Howrah, West Bengal)—Mild 
Steel Black Wires—2,600 tonnes p.a.—(COB) 

M/s Mahakoshal Steel Inds. Pvt. Ltd; 9-Rajmahal, Chur 
chgate, Bombay-20.—(Raipur-Madhya Pradesh)—M.S. Ingots; 
Electrode quality carbon steels; Forging quality carbon steels; 
Cold heading quality carbon steel; etc.—5,500 tonnes p.a.— 
(COB) 

M/s Maharashtra Wire Drawing Co. 64, Pcddar Road, 
Bombay,—(Bombay-Maharashtra)—Mild Steels Black Annealed 
Wires—2,350 tonnes p.a—(COB) 

M/s Pratap Steel Rolling Mills (P) Ltd; 21/3, Mathura 
Road, Ballabhgarh, Haryana.—(Hyderabad-Andhra Pradesh)- 
M.S. Ingots; Electrode quality carbon steels; Forging quality 
carbon steels; Cold Heading quality carbon steel; etc.—18,000 
tonnes p.a,—(COB) 

M/s Rishabh Ispat Ltd; 82, Joshi Road, New Delhi.—(Solan* 
Himachal Pradesh)—M.S, Ingots; Electrode quality carbon 
steels; Forging quality carbon steel; Colds Heading quality 
carbon steels; etc..—16,000 tonnes p.a.—(COB) 

M/s Ganesh Ispat & Alloys Industries Ltd; 9604, Munde- 
walan, Sadar Thana Road, New Delhi.—(Alwar-Rajasthan)-i 
M.S, Ingots; Electrode quality carbon steels; Forging quality! 
carbon steels; Cold Heading quality carbon steels; etc.—18,OOOj 
tonnes p.a.*—(COB) 

M/s Sarda Industries (P) Ltd; 4-Pigamber Jain Road, Cal*; 
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Utta.-^(Jaipur/Calcutta-Rajasthan/West Bengal)—Mild Steel 
kires-Jaipur Unit—300 tonnes p. a.; Calcutta Unit—100 tonnes 
f.a,-(COB) 

M/s Marathwada Alloy Steels Co. Ltd; 30-Dr. D.N, Road, 
jrt, Bombay.—(Aurangabad-Maharashtra)-M. S. Ingots; 
|lectrode quality carbon steels; Forging quality carbon steels; 
-14,000 tonnes p.a.— (COB) 

M/s Asian Steel Industries Ltd; Moulaali, Hyderabad.*- 
loulaali, Hyderabad-AP.)—Mild Steel & High Carbon Wires 
[Jngalvanised)—9150 tonnes p.a.—(COB) 

M/s Rajhans Steel Ltd; 16, Ganesh Chandra Avenue, 
alcutta-13.—(Santhal Parganas-Bihar)—M.S. Ingots, Elec- 
:>de quality steel; Forging quality carbon steels; Cold heading 
ality carbon steels; etc.- 7,000 tonnes p.a.- (COB) 

M/s Sri Sectha Ram Anjaneya Durga Steels Pvt. Ltd; 
ajahmundry, Andhra Pradesh.—(Tirupathi, Chittor, A.P.) - 
Is. Ingots; Electrode Quality Carbon Steels; Forging quality 
rbon steels; Cold Heading quality carbon steels; etc. -5,500 
|nnes p.a.—(COB) 

Metallurgical Industries (Non-Ferrous) 

M/s Indian Standard Meta! Co. Ltd; 1S.M. Estate, 
linchpokli Cross Lane, Bombay-27.- -(Bombay-Maharashtra)— 
fuminium Die Castings of sizes above 4 Kgs.—410 tonnes 
a. (after expansion)—(SE) 

l Electrical Equipments 

§ 

5 M/s Kirloskar Pneumatic Co. Ltd; Hadapsar Industrial 
|tate, Poona-13.—(Poona-Maharashtra) -Air Conditioning & 
£frigeration Equipment for Transport.—600 nos, p.a.—(NA) 
M/s Electronics Corpn. of India Ltd; Industrial Develop- 
fent Area, Chcrlapalli, Hyderabad-40. -(Hyderabad-Andhra 
Hdesh>— Power Line Carrier Equipment—100 nos. p.a. 
equcucy Shift Equpment-—25 nos. p.a.^ -(NA) 

M/s Electronics Corpn. of India Ltd; Hyderabad.— (Hydera- 
-Andhra Pradesh)—Nickel Cadmium Calls—-50,000 nos. p.a. 
’ter expansion)—(SE) 

M/'s Philips India Ltd; Shiv Sugar Estate, Block-A, Dr. Annie 
sant Koad, Worli, Bombay.— (Loni-Poona-Maharashtra) -- 
|riablc Gang Condensors 22,50,000 pcs. p.a.—(SE) 

M/s Armcess Engineers (P) Ltd: SUP-A 8 & 9, Industrial 
State, Madras.—(Madras Tamil Nadu—Tap Recorders 
§10,000 nos. p.a,—(NU) 

M/sElectra (India) Pvt, Ltd: Industrial Area, Partapur, 
erut.—(Meerut-UP)—Power Sc Distribution Transformers 
to 33 KV/5MVA—1,50,000 KVA p.a.—(COB) 

Telecommunications 

M/s Electronics Corpn. of India Ltd; Industrial Develop- 
Jtnt Area, Hyderabad.—(Hyderabad-Andhra Pradesh)— 

|itennae with Feld (of various sizes)—250 nos. p.a. (after ex- 
nslon)—-(SE) 

Transportation 

l M/s Sussen Textile Bearings Ltd; National Highway No. 8. 
roda.—(Baroda-Gujarat)— Antifriction Assemblies for Water 
nps of Automobiies/Tractors—3 lakh nos. p.a.—(NA) 

Industrial Machinery 

M/s Shalimar Wires & Industries Ltd; 27-A, Camac Street, 
|lcutta-l 6.—(Uttarpara-West Bengal)—Fourdenicr Wire 
>th—1,50,000 sq. meters p.a. (after expansion)— (SE) 

M/s Paper Machine Wire Industries Pvt. Ltd; 73, Indus- 
al Area, Nasik, Maharashtra.-—(Nasik-Maharashtra)— 
Jurdrinier Wire (Mctalic and Synthetic—48,800 sq. mtrs. p.a. 
^er expansion)—-(SE) 

Shri Wazir Chand Kawatra, C-44, Cinema Road, Batata.— 


(Atlas Engg. Industry) (Gurdaspur-Pumab)—Diesel Engines 
(Upto 15 Hr)—750 nos. p.a.-(COB) 

M/s Usha Telehoist Ltd; Princep Street, Calcutta.— 
(Faridabud-Haryana)—Hydraulic Pumps—80,000 nos. p.a; 
Control Valves—60,000 nos, p.a.—(SE) 

Machine Tools 

M/s Wcsman Engs:. Co. Pvt. Ltd; 1/2, Allenby Road, Cal¬ 
cutta.—(Dum Dum-21-Parganas, West Bengal)—Industrial 
Furnaces- ~Rs 6crores after expansion p.a.—(SE) 

Fertilizers 

M/s National Fertilizers Ltd; C-94, N.DS.E. Part-H, New 
Delhi.—(Batinda, Punjab) -Ammonia—2,97,000 tonnes. Urea 
—5,11,000 tonnes Sulphur (By-product) —8,250 tonnes.—(NU) 

Chemicals 

M/s Shri Ishar Alloy Steels Pvt. Ltd: (Gas Division) Sector- 
D, New Industrial Area, Sukhalia, Sonwar Road, Indore.— 
(Indore-Madhya Pradesh)—Oxygen Gas—4,50,000 Cu.M.— 
(NU) 

M/s Phillips Carbon Black Ltd; 160, Jor Bagh, New Delhi. 
—(M/s Oriental Carbon Ltd.) (Ghaziabad-U.P.)—Carbon Black 
(Furnace Type)—9,000 tonnes p.a,—(NU) 

Shri Kewal Krishan Sethi, Sethi Niwas, C/285, Defence 
Colony, New Dclhi-3.—(Ghaziabad-U.P.)—Oxygen Gas— 
0.45 M.C.M. Acetylene Gas-0.10 M.CM.—(NU) 

M/s Hercules Chemical & Cardide Ltd; 8-DaIhousie Square 
East, Calcutta—(Gokak, Belgaum, Karnataka)—Calcium Car¬ 
bide—14,850 tonnes—(NU) 

M/s Shalimar Paints Ltd; 13-Camac Street, Calcutta — 
(Bangalore-Karnataka)—Paints, Enamels, Varnishes & N. C. 
Lacquers —-6,000 tonnes. Synthetic Resins (for captive Con¬ 
sumption only)—*600 tonnes.—(NU) 

M/s Sturdia Chemicals Ltd; Neville House, Graham Road, 
Ballard Estate, Bombay—‘(Gujarat)—Citric Acit—3,000 tonnes 
p.a.—(NA) 

Drugs and Pharmaceuticals 

M/s Ranbaxy Laboratories, Pvt. Ltd; Okhla New Delhi.— 
(Delhi) -Rifampicin Capsules (150 MG)—10 lakhs & (300 MG) 
—4 lakhs p.a. Rifampicin Syrup—dOO/mg/5. ml—750 litres p.a. 
-(NA) 

M/s Chemical Industrial & Pharmaceutical Laboratories Ltd; 
289, Bellasis Road, Byculia, Bombay.—(Bombay-Maharashtra) 
—Trimethoprim B.P.—600 Kgs. p.a. Sulphamethoxazolc—3 
tonnes p,a.—(NA) 

M/s Gluconate Ltd; 23, Camac Street, Calcutta.—(Nagpur- 
Maharashtra}— Pethidine Hydroonloride—500 Kgs. (after ex¬ 
pain) -(SE) 

Textiles 

M/s Sri Annapurna Cotton Mills Ltd; P-10, New Howrah 
Bridge Approach Road, Calcutta-1—(Calcutta West Bengal)— 
Cotton Cloth—100 automatic looms.—(SE) 

M/sJ.K. Synthetics Ltd; Kami. Tower, Kanpur,—(Kota- 
Rujasthan)—Nylon Tyre Yarn Fabrics-800 tonnes p.a.--(NA) 

M/s Textile Processing Corpn. of India Ltd; Budge-Budge, 
Calcutta.—(Calcutta-West Bengal)—Processing of Cotton & 
Blended Textiles—.43.5 Mill. mtrs. p.a.—(NU) 

M/s Vishwa Bharati Spg. & Weaving Co-operative Society 
Ltd; Bhiwandi, Thana, Maharashtra.—(Bhiwandi-Maharashtra) 
—Cotton Yarn- 50,280 spindles, (after expansion)—(SE) 

M/s Shri Ramalinga Choodambikai Mills Ltd; Tirpur.— 
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(Tirpur-Tamil Nadu)—Cotton Cloth—200 Automatic looms of 
indigenous make. (after expansion).— (SE) 

M/s The Bihar State Industrial Development Corpn. Ltd; 
Bandar Bagicha, Patna—(Si wan-Bihar)—Cotton Yarn—25,000 
spindles.—(NU; 

M/s The Bihar State Industrial Development Corpn. Ltd., 
Bandar Bagicha, Patna.—(Madhubani-Bihar)—Cotton Yarn- 
25,000 spindles p.a,-(NU) 

Paper & Pulp 

Shri R.K. Jain, 123 Guldhar, Meerut Road, Ghaziabad.— 
(Ghaziabad, Meerut, U.P.)—Packing, Wrapping & Corrugated 
Papers & Boards—3,650 M.T. p.a.—(NU) 

M/s U.P. Straw & Agro Products Ltd; 13-Civil Lines, 
Bareilly.—(Moradabad-U.P.)—Corrugating Medium—10,000 
tonnes p.a.—(NU) 

M/s Wainganga Paper Mills Ltd; D-38, Greater Kailash-1 
New Delhi-48.—(Balaghat-M.P.)—Pulp& Paper—20,000 tonnes 
p.a.—(NU) 

Sugar 

M/s The Deccan Sugar & Abkhari Co. Ltd; Dare House, 
Parry’s Corner, Madras.—(Pugalur-Tamil Nadu)—Sugar—2,500 
tonnes of sugar cane crushing capcaity per day.-—(after expan¬ 
sion) (SE) 

M/s Sonepat Co-operative Sugar Mills Ltd; Soneput, Distt. 
Rohtak.—(Sonepat-Haryana)—Sugar—1,250 tonnes p. day 
came crushing capacity.—(NU) 

M/s Aruna Sugars Ltd; Pennadam, Distt. South Arcot, 
Tamil Nadu.--(Pennadam, S-Arcot, Tamil Nadu)—Sugar— 
4,000 tonnes per day cane crushing capacity.-—'(after expansion) 
(SE) 

Fermentation Industries 

M/s Mount Shivalik Breweries Ltd; V & P.O. Bhankarpur, 
Distt: Ropar>--(Ropar-Punjab)--Becr—50,000 Hecto Litres.— 
(COB) 

M/s Devana Modern Breweries Ltd; Dehri Talab Tillo, 
Jammu-2.—(Jammu-J & K)—Beer—23,400 Hecto Litres p.a. 
(COB) 

M/s Associated Breweries & Distilleries, Mehar House, 
1st Floor, 15, Cawasji Patel Street, Bombay-1.—(Cortalam- 
Goa)—Bear--20,000 Hecto Litres.—(COB) 

M/s Mysore Breweries Ltd; Yashwantpur, Bangalore.— 
(Yashwantpur-Karnataka)—Beer—50,000 H. Litres, p.a.— 
(COB) 

M/s Aurangabad Breweries Ltd; 118, Jelly Bhavap No. 1, 
10-Nevv Marine Lines, Bombay.—(Aurangabad-Maharashtra)— 
Beer—50,000 Hecto Litres.- - (COB) 

Rubber Goods 

M/s Supreme Rubber Reclaimers Pvt. Ltd; 156-A Gollcr- 
keri Street, Mangalore-L—-(Bondel, Mangalore. Karnataka)— 
Reclaimed Rubber—1,500 tonnes p.a.—(NU) 

M/s T. Maneklal Mfg. Co. Ltd; Vaswani Mansion, Dinshaw 
Vachha Road, Bombay-20.-—■(Ahmedabad-Gujarat)—Expansion 
Joints & Flexible Cannextions* -10 tonnes p.a.—(NA) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

Shri Rajinder Kumar Aggarwal, G. T. Road, Mecran Ghati, 
KamaL—(Karnal-Haryana)—Machine Screws (Self tapping and 
specialised type)—500 tonnes p.a.—(NU) 

Shri Manubhai C. Patel, 2i-Meglidoot Society, Kareli 
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Baug, Baroda.—(Gujarat;—O.T.S* Canfr—7,000 tonnes p., 
Battery Jackets—500 tonnes p.a.—(NU) 

M/s Man Industrial Corpn. Ltd; Near Loco, Jaipur,- 
(Jaipur-Rajasthan)—Ferrous & Non-Ferrous Forgings—6,0C 
tonnes p.a.—(SE) 

Shri Narinder Nayar, Fair Haven, Doongersi Road, Mali 
bar Hill, Bombay.—(Maharashtra)—'Specialised Pipe Fittings 
4,000 tonnes p.a.—(NU) 

Shri N. K. Jain, 190, Civil Lines (North) Muzaffarnagar.- 
(Alwar-Rajasthan)—Centrifugal Alloy Castings—500 tonne 
p.a; Alloy Steel Castings—500 tonnes p.a,—(NU) 

M/s Precision Metal Industries, Delhi (Shri Chandra Moha 
Arya), 8/84, Punjabi Bagh, Delhi.—(Delhi)—Ferrous & Nor 
Ferrous Tubes—500 tonnes p.a,—(NU) 

M/sD. L. Miller & Co. (P) Ltd; 3-Netaji Subhas Roai 
Calcutta.—(Uttar Pradesh)—Ferrous & Non-Ferrous Finne 
Tubes—500 tonnes p.a.—(NU) 

Shri G. M. Surana, c/o M/s Surana Industries, Mahatm 
Gandhi Road, Secunderabad.—(Andhra Pradesh)—Ferrous < 
Non-Ferrous Finned Tubes—500 tonnes p.a.—(NU) 

Shri Mahinder Kumar Gupta, 245-A, Old Tharagpet, Banga 
lore.—(Karnatrka) —Ferrous & Non-Ferrous Finned Tubes- 
500 tonnes p.a.—(NLJ) 

M/s Steel Tubes of India Ltd; 27/34, Industrial Estate 
Indore-3.— (Madhya Pradesh)—Ferrous & Non-Ferrous Finne 
Tubes—500 tonnes p.a.—(NU) 

M/s Samsher Singh, c/o Kuldip Singh & Bros; Hauz Qazi 
Delhi-6.—(Delhi)—Fcirous & Non-Ferrous Finned Tubes—50 
tonnes p.a.—(NU) 

M/s B. K. Extrusions, ‘Nirman\ East West Road No. 2 
Juhu-Parle Scheme. Bombay.—(Maharashtra)—Ferrous & Non 
Ferrous Finned Tubes—500 tonnes p.a —(NU) 

M/s Ganges Steel Mfg. Co., (India) (P) Ltd; 23/24, Radh, 
Bazar Street, Calcutta-L— (West Bengal)—Ferrous & Non 
Ferrous Finned Tubes—500 tonnes p.a.—(NU) 

M/s Andhra Pradesh Indl. Development Corpn. Ltd 
B-l-174, Fateh Maiden Rd; P.B. No. 13, Hyderabad.—(Andhr; 
Pradesh)—Alloy & Heavy Duty Iron Castings including Auto 
mobile Castings—15,000 tonnes p.a.—(NU) 

Shri S. Maruthasalam, Jcy Dry Batteries Pvt. Ltd; 3(1 
S.D.R. Colony, Gopichettipalayam, Erode, Tamil Nadu.- 
(Tamil Nadu)--Dry Cells—60 mill. nos. p.a.—(NU) 

M/s Automatic Electric Pvt. Ltd; Rectifier House, 57C 
Nargaun Road, Post Box No. 7103, Bombay.—(Bombay-Maha 
rashtra)—Current & Potential Transformers of 200 K. V 
Range—120 nos. p.a.—(NA) 

M/s N.G.E.F. Ltd; Bangalore.—(Bangalorc-Karnatak) 
Thyristors -16,000 nos. p.a; Thyristor Convertors for Indus 
trial Controls—Rs. 250 lakhs; Thuiostor Control Systems fo 
Industrial Use—Rs. 250 lakhs p.a.—(NA) 

Shri U. K. Choudhry, 314, Jodhpur Park, Calcutta-31.- 
(Calcutta-West Bengal)—Fan Capacitors—30,000 nos. p.a 
Flourscent & other discharge lighting capacitors—30,000 nos 
p.a; Motor capacitors—20.000 nos. p.a.—(NA) 

Shri W. P. Karnik, 12-B, Connaught Road, Poona-1.~ 
(MaharashU*a)—Mineral Insulated Cables—2 Mill, core metre 
p.a.—(NU) 

Shri Surinder Vasudcva, 109-A, Model Town, Yamuna 
nagar.—(Jagadhri, Ambala, Haryana)—H. T. Capacitors- 
70,000 nos. p.a: L.T. Capacitors—25,000 nos. p.a; Medium 
Frequency Capacitors—20,000 nos, p.a.—(NU) 

M/s W. S. Insulators of India Ltd; Madras.—(Bangalore 
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^ataka)^TcIemetfing ‘Equipment*—35 sets p.a; Power Line 
ier Equipment—40 nos. p.a.—(NA) 

!/s Sree Thirumalai Electronics Pvt. Ltd; R. Muthu Ooun- 
Colony, Harur, Distt: Dharmapuri, Tamil Nadu.— 
larmapuri-Tamil Nadu)-—Metallised/Plain Plastic Film 
|acities—40 Mill. nos. p.a.—(NU) 

f/s Pioneer Electric Furnace Manufacturers (Successors 
filectrotherm Industries), G.LD.C. Industrial Estate. Vithal 
|?g Nagar, Vallabh Vidyanagar, Kaira Distt,- -(Auand- 
ra-Gujarat—Electric Melting & Heating Furnaces—25 nos. 
Heat Treatment Furnaces—Rs. 50 lakhs p.a.— (NU) 

1/s The General Electric Co. of India Ltd; Magnet House, 
iittarangan Avenue, Calcutta.—(Naini-U.P.)—(i) Special 
pose Transformers upto 33 KV.—*285 MVAp.a; (ii) Reac* 
fupto 132 KV—55 MVA p.a.—(SE) 

1/s Jyoti Ltd; P.O. Chemical Industries, Baroda-3. -- 
fada-Gujarat)—Generators—1,53,600 K.W. for ranges upto 
" K.W.-(SE) 

1/s Gystronics, Division of M/s S.trabhai M. Chemicals 
Electronics (P) Ltd; 89-92, Naroda Industrial Area, AI unc¬ 
lad.* (Ahmedabad-Gujarat)—Attenuators/Faders 400 nos; 
$e Osnetators—100 nos; Pattern Generators - 200 nos; 
isister Testors-~400 nos; Frequency Counters—100 nos; 
jital Voltmeters—400 nos; Function Generators - 400 nos; 
tortion Factor Meters -100 nos; Electrophorcrs Appara- 
t$H00 nos,—(NA) 


'If 


Transportation 


,;gf§liri Natver G. Oza, 6-Muni Nivas, Lady Hardingc Road, 
* ,A " nbay.—(Surcndranagar-Gujarat)—Oil Seals--2 mill. nos. 
.-(NU) 

|M/s Bharat Gears Ltd; Allahabad Bank Building, 17- 
UiamcrU Street, New Delhi.— (Bomhuy-Muharashtru) - Crank 
-30 # 000 nos. p.a.—(NA) 

Industrial Machinery 

^|M/s Etscheid India Pvt. Ltd; 1/8, Prince Golam Mohd. 
" 'Vi, Calcutta.—(Hoogli-West Bengal)—Cooling Tank type 
250 capacity 253 litres-—720 no*; Cooling tank type KW 
) Capacity 516 litres.—576 nos; Cooling tank type KW 1000 
^acity 1024 litres.—432 nos; Cooling tank type KW 2000 
racily 2)40 litres. 238 nos; Cooling tank type KW 5,000 
bacity 50—180 nos; Cooling lank type KT 108000 capacity 
BOO—48 nos; Cooling tank type KT, 20,000 capacity 21,000 
|nos -(NU) 

[M/s Gupta Engineering Works, 4-Sidhpurn Industrial Estate 
Road, Goregaon(W). Bombay-62,—(Bombay-Maharashtra) 
Single Bed Cardmatic Hand Knitting Machine—30,000 sets 
i; Double Bee Hand Knitting Machine—15,000 sets p.a; Rib 
jitting attachment—15,000 sets p.a.—(NU) 

|M/s IK. Synthetics Ltd; Kamla Tower, Kanpur. —(Kanpur- 
P.)—Draw Twisting Machines for Synthetic Fibre Industry - 
' nos. p.a.—(NA) 

Machine Tools 

M/s Indian Sugar & General Engg. Corpn. (ProprSaraswati 
Jdustrial Syndicate Ltd.), Yamunanagar.—(Yamunanagar- 
fcryana)—Press Brakes & Guillotine Shears—50 nos. p.a.— 

F A ) 

Engineering Industries 

Shri Vallabh Glass Works Ltd; Anand-Sojitra Road, Vinya- 
kgar.—(Anand-Kaira-Gujarat)—Polyvinyl Butyral Eoils—0.75 
[Mlion Sq. meters. p.a.-(NA) 

Shri D. Vijayaraghav ft Sons, 767, 36tii Cross, IV-T Block, 
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Jayanagar, Bangalore-11.—(Ho&ur, Dharmapuri,-Tamil Nadu- 
Hard Metal ft Hard Metal Products—50 tonnes p.a.—(NU) 

Shri K46, 2nd Floor, Connaught 

Circus, New Delhi. —(Khopoli, Kolaba, Maharashtra)—- 
p.a.—(NU) 

Shri Anil Bah I, 208, Rouse Avenue, New Delhi.—(Faridabad 
Haryana)—Forged Hand Tools—3,000 tonnes p.a. (NU) 

M/s Widia (India) Ltd; 8/9th Mile, Tumkur Road, Post 
Bag 2280. Yeswanthpur, Bangalore. -(Bangalore-Kamataka)— 
Hard Metal & Hard Metal Products including Tungsten carbide 
products Allied materials, tipped tools including multi point 
tools & mining tools- -52 tonnes taking the post expansion 
annual capacity for civilian use to 10;) tonnes p.a,—(SE) 

Chemicals 

M/s Fertilizer Corpn. of India Ltd; Ranugundam Unit, 
P.O. Godavari Kl&ani, Distt: Karim Nagar, Andhra Pradesh.— 
(Andhra Pradesh).Argon Gas- 0 96 M.CM. -*(NA) 

M/s Maharashtra Vegetable Products (P) Ltd; Dhulia, 
Maharashtra. *(DlniIia-Mahai\ishtra)--43xygcn Cr.is *2,50,000 
C.M.- -(NA) 

M/s Cloth Traders Pvt. Ltd; 253, New Cloth Market, 
Ahmedabad. -Kalol, Mchsann, Gujarat) —Glyoxal (40%) — 
750 M.T.-(NU) 

M/s Government Soap Factory, Bangalore.—(Bangalore- 
Karnataka)—Sodium Tripolypliosphute--30,000 tonnes p.a.— 

(NA) 

The Managing Director, U. P. State Development Corpn. 
Ltd; Director of Industries Building, U7/420, Ci. T. Road, 
Kanpur-2.---(Mizopnr-lJ.P.) -Sodium Tripolypeosphatc*30,00Q 
tonnes p.a. (NU) 

Shri M. K. Gupta, 36/1, Punjabi Bagh. New Delhi.— 
(Runchi-Bihar) -'Potassium Chlorate—4,500 tonnes p.a.— 
(NU) 

M/s Indian Aluminium Cables Ltd; Kanehcnjungu Building, 
(7th Floor). 18-Bharakltamba Road, New Delhi. <Ghaziabad‘ 
Meerut, U.P.)—Wire Enamcls/Impregnating Varnishes-*3,000 
tonnes p.a. (NA) 

Shri Surjit Singh, 12/26, East Patel Nagar, New Delhi.—* 
(Ludhiana-Punjab) - Sulphuric Acid 46,500 tonnes p.a.—(NU) 

M/s Universal Chemicals Sc Industries Pvt. Ltd; 317, 
Neelam, 3rd Floor, 108, Worli Sea Face Road, Bombay.— 
(Thana-Maharashtra) -Sodium Chlorate—1,500 tonnes p.a.-- 
(NA) 

Drugs ft Pharmaceuticals 

M/'s Indian Drugs Sc Pharmaceuticals Ltd; N-I2, N.D.S.E. 
Part-1, New Delhi-49. -(Andhra Pradesh) Tndomathacin 
Capsules--60 mill, nos. p.a; Sulphamethexy IVrdiaziuc tablets— 
100 mill. nos. p.a; Frusetnide Tablets—25 mill. nos. p.a; 
Methyl Dcpa Tablets-*2.) mill. nos. p.a; Phtalyl Sulphathiazole 
Tablets-420 mill. nos. p.a; B-Complcx Forte tablets 40 mill, 
nos. p.a; Chcablc Vitamin tablets—50 million nos. p.a.--(NA) 

Paper & Pulp 

M/sGogtc Minerals.‘Empress Court, 126, Backbay Recla¬ 
mation, Bombay, -(Maharashtra)--Dissolved Pulp--30,000 
tonnes. Polynesia Staple Fibre--27,000 tonnes p.a: Carbon 
Disulphide (intermediate for item 2 above) -10 000 tonnes—* 
(NU) 

M/s Abaskar Construction (P) Ltd; 25-Curzon Road, New 
Delhi.—Nadia-West Bengal)—‘Wrapping Paper <fc Fluting 
Media and Liner—4,000 tonnes p.a. (NU) 

Shri Mahadeo Prasad Jhunjhunwala, c/o. M/s Sohan Lai 
Pachisia & Co., 16-Jndia Exchange Place, Calcutta-1.— 
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(Hooghly : West Bengal)-—Unbleached Paper—4,500 tonnes p.a. 
—(NU) 

Shri Gopal Daga, 168-B, Jamunalal Bajaj Street, Calcutta— 
(Midnapur-West Bengal)—Paper (Industrial Papers such as 
Wrapping & Packing T iper & Paper & Boards)—6,000 tonnes 
p.a.—(NIJ) 

Shri N. K. Dabriwala, A-1/34, Safdarjung Enclave, New 
Delhi.- (Karnal-Haryana)—Unbleached Paper—5,000 tonnes, 
p.a.—(NU) 

Shri Kamlesh Kumar Rathi, F-7-A, Hauz Khas Enclave, 
New Delhi.—(Pattancherru, Andhra Pradesh)—Wiitting, Print¬ 
ing Wrapping Papers Sc Boards--15,000 tonnes p.a.—(NU) 

Shri M.P. Khcmka, 114, Chittaranjan Avenue, Calcutta-7.— 
(Purulia/Nadia, West Bengal)—MG. Kraft, Writing, Printing 
Duplicating Paper, etc.—7,500 tonnes p.a.—-(NU) 

ShriBishwanath Pasari, 3796, Chawri Bazar, Delhi-6.— 
(Chandrapur-Maharashtra)—'Paper—5,000 tonnes p.a. (NU) 

Shri Parmcshwar Gauridutt Mittal, Lentin Chambers, 5th 
Floor, Dalai Street, Fort, Bombay.—(Aurangabad-Maharashtra 
—Kraft Paper—5,000 tonnes p.a.—(NU) 

Shri Mayank Kumar Poddar, 24/B, Park Street. Calcutta.— 
(Midnapur-West Bengal)—M.G. Kraft Paper—7,500 tonnes 
p.a; Wrapping Paper, M.F. Paper including Bond Paper, 
Tissue Paper, etc. *7,500 tonnes p.a; Total; 15,000 tonnes p.a. 
-(NU) 

Shri Chiranjilal Biyani, N-203. Greater Kailash, New Delhi. 
—(Jhalavvar-Rajasthan) -Paper (industrial papers such as 
Wrapping Sc Packing papers and paper boards) -6.003 tonnes 
p.a.—(NU) 

M/s New Prahlad Mills Ltd; 55-Apolio Street, Fort, 
Bombay. * (Soian-Himachal Pradesh)—Packing and W'rapping 
Papers and Boards -11,000 tonnes p.a.—(NU) 

Shri Narendra Kumar, 20-Brilish Indian Street, Calcutta.— 
(Pvrlia-Wc&t Bengal)—M.G. Kraft, Writing, Printing, Duplica¬ 
ting Cartridge. Bank and Bond Papers, etc.--7,500 tonnes p.a.— 
(NU) 

Shri V.L.N. Madhusudan 136/24, P.G. Road, Secunderabad 
•• -(Kurnool-Andhra Pradesh)- -Kraft Paper 9.000 tonnes p.a; 
Writing & Printing Paper--4,500 tonnes p.a.—(NU) 

Shri Bijay Nundan Patodia. 11/1, Hey sham Road, Calcutta. 
—(Karnataka)--Paper consisting of Kraft, Packaging, Wrapping 
Corrugating Mediums—5.000 tonnes—(NU) 

Shri K K, Mahcshwarj, 35-L. Jagmohandas Marg, Bombay, 

• -(Kolaba-Maharashtra) —Paper (Corrugating Media/other 
varieties) ■ 5,000 tonnes p.a.- -(NU) 

Food Processing Industries 

Shri J.V. Muthye, Madhu Millan, Patil Wadi, Ranadc Road 
Exln,, Dadar. Bombay.—Delhi -High Protein Biscuits for 
infants-—5.000 tonnes p.a.—(NU) 

Vegetable Oils & Vanaspati 

Shri P. C. Mutha, Mg. Dir., M/s Vippy Solvex Products 
Pvt. Ltd; Sakct, Chhota Sarafa, Ujjain.—(Dewas-Madhya 
Pradesh)- -Cotton Seed Oil-" *20,000 tonnes p.a.—(NA) 

Rubber Goods 

M/s The East India Rubber Works (Pvt.) Ltd; 161, Chitta- 
ranjan Avenue, Calcutta-7.—(Lilloah, Howrah, W-Bengal)— 
Transmission Del ting—504 M. tonnes p.a; Conveyor Belting— 
1,080 M. tonnes p.a.—(SE) 

M/s Premier Lyres Ltd; Merchant Chamber 41, New Marine 
Lines, Bombay.—(Kalamassery-Alwaye, KeralaJ-yrCamelback 
& Repair materials- -2*500 tonnes p.a.— (NA) 

Glass 

M s Modern Fibre Glass Manufacturing Co., 60/61, Madhu- 


bhaa Apartment, Flat No. 24-A, Worli Hills, Bombay-18.- 
(Kurnool-Andhra Pradesh)—Fibre Glass—2000 tonnes p.a.- 
(NU) 

Shri Raj Kumar Parshotam Nath Jain, c/o Peeraj Agencie 
Pvt. Ltd; 5625, Qutab Road, New Delhi,—(Delhi/Haryana) 
Fibre Glass—2000 tonnes p.a.—(NU) 

Shri M. A. Palaniappa Chettiar, Mg. Director, The Jawahai 
Mills Lid; Salem*5.—(Dharmapuri-Tamil Nadu)—Fibre Glass* 
2000 tonnes p.a.—(NU) 

M/s Rahi Glass Ltd: Promoter; N. Chandra, C-50, Defeno 
Colony, New Delhi-24.—(Maharashtra;—Fibre Glass—2, (MX 
M. tonnes p.a,—(NU) ’ 

M/s Gujarat Fibre Glass Manufacturing Company, 52/53 
Vithal Udyognagar, Kaira, Gujarat.--(Kaira-Gujarat)—Fibr* 
Glass—2,000 tonnes p.a.—(NU) 

Shri P. Obul Reddy, 31, General Patters Rd; Madras-24.- 
(Tamil Nadu)—Fibre Glass -2,000 tonnes p.a,—(NU) 

M/s Andhra Pradesh Industrial Dev. Corpn. Ltd; Shakw 
Bhawan, Ground Floor, B-I-174, Fateh Maidan Road, Pos: 
Box No. 13, Hyderabad.—(Menboobnagar-Andhra-Pradesh) 
Fibre Glass—2,000 tonnes p.a.—(NU) ! 

M/s Industrial Aides, 96, Basin Road, Post Box No. 2286 
Tirubottiyur, Madras-19.—(Dharampuri-Tamil Nadu)—Fibn* 
Glass—2,000 tonnes p.a.—(NTJ) 

M/s Swan Mills Ltd; Hindustan Time House, 12th Floor. 
Kasturba Gandhi Marg, New IVhi — (Uttar Pradesh)—Fibr 
Glass- -2,000 tonnes p.a.—(NU) 

M/s R. Sen Sc Company, 10/L, Elgin Road, Calcutta, 
(West Bengal)—Fibre Glass --2,000 tonnes p.a.—(NU) 

Ceramics 

Shri J. P. Mehta, Suryamaha! No. I, Bhavnagar.—(Bhav; 
nagar-Gujarat)—Rcfactory Grade Magnesite—45,000 tonne; 
p.a.—(NU) 

Change in Names (Owners/Undertaking) 

(Information pertains to particular licences only) 

From M/s Sudershan Engg. Pvt. Ltd. to M/s Universal Caia 
& Containers Ltd; Bombay. 

From M/s Motilal Padampat Sugar Mills Co. Ltd: Kanpi^ 
to M/s Motilal Padampat Udyog Limited; (Sugar Mills Brandi?: 
Kanpur. 

From Shri G. D. Shah, M/s Siddhartha Steels Ltd; Cat; 
cutta. to M/s Siddhartha Ferro Alloys Ltd; Calcutta. $ 

Letters of Intent Revoked, Lapsed or Cancelled!! 

(Information pertains to particular letters of intent only) | 

M/s Burn & Company Ltd; P. Box No. 2, Howrah, (Wdl 
Bengal)—Agricultural Tractors. j 

M/s Abohar Cotton Company Ltd; 59, Golf Links, No| 
Delhi.--(Uttar Pradesh)—Reclamed Rubber. | 

M/s Vegetable Industries & Products (India) Pvt. Ltd; Ncvk 
Delhi.—(Delhi)—Food Sc Vegetabte Protein Products. 

M/s Shri Ambica Machinery Manufacturers (A Division 
of Shri Ambica Mills Ltd.) Ahmcdabad.—(Gujarat)—Pet ro 
Engines. 

M/s Northern Dairies India Ltd; 6, Panch Sheet Marc 
New Delhi,—(Rajasthan)—Mi»k Powder. 

M/s Hindustan Copper Ltd; Industry House, 10, Cama 
Street, Calcutta.—(Rajasthan)—Cryolite. 
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fastest way to quick-start 
and get cracking with 
your industrial venture- 
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The suggestions, advice and 
participation of both big and small- 
scale industries resulted in 
improving existing machines as 
also developing new ones. 

This, in turn, resulted in HMT 
machine tools becoming even 
more effective and versatile And 
also more acceptable to potential 
customers. 

Yes, it certainly takes two to 
match skills to needs 

You and HMT. 

That's the HMT way to self- 
reliance 
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MPANY MEETINGS 


THE SCINDIA STEAM NAVIGATION 
COMPANY LIMITED 


imary of speech of Shri Krishnaraj M. D. 
ickersey, Chairman, The Scindia Steam 
ivigation Co., Ltd., made at the 55th Annual 
feneral Meeting of the Shareholders on Wednes- 
the 18th December 1974, at Patkar Hall, 


fou would be pleased to 
erve that the Company’s 
formance during the year 
|er review has been very 
i The Freight and charter 
! earnings have risen from 
54,01 crores toRs. 65,49 
|tos, increasing the gross 
jfit from Rs. 12.32 crores to 
15.26 crores, leaving a 
, i>rd net profit of Rs. 8.2t 
S®es as compared to Rs.6.19 
|es of the last year. 

The Directors have recom- 
Ided a dividend of 12% 
|he face value of the shares 
iRs, 2.40 per share, this 
|g the maximum possible 
tlend declarable under the 
apanics (Temporary Res- 
lions of Dividends) Act, 
4, The full dividend is 
|ect to tax. The reserves 
[surplus of the Company 
1 stand at Rs. 31.5 crores 
[against Rs. 26.7 crores 
fthe end of the previous 


the oil prices continued 
Kse streeply, notably bet- 
| October 1973 and 
luary 1974, shooting up ab- 
pally the fuel cost of ships. 
b suffer undue delays not 
| in Indian ports but also 
preign ports, adding subs¬ 
ally to operational cost, 
ping being international 
ieration has had to bear 
brunt of global inflation, * 
Itinginthe rising costs of 
ioring, labour, oil, port 
*es, repairs etc, which are 
End the control of shipping 
I The shipping conferences 
1 often had to adjust the 
nt tates with a view to 


neutralising such rise in costs 
as much as possible. 

The Company keeps in 
check the operational costs, en¬ 
suring economy & introducing 
innovations in cargo handling 
and ocean transportation, 
adopting unitisation as far as 
possible. In its India/U. K. 
Continent Service the Com¬ 
pany provided ships to lift full 
loads of palletised chests of 
tea from Calcutta. The Com¬ 
pany’s vessels also lift palletis¬ 
ed tea and rubber from 
Cochin in and rubber from 
Malaysian ports and Singapore, 
Consideration is given to lift 
cotton piece goods in pallets. 

The new ships acquird by 
the Company are designed to 
carry containers. The Com¬ 
pany’s vessels in India/ 
U.S.A. Pacific route, have 
been catering to containerised 
traffic between Singapore, 
Taiwan and Hong Kong and 
the Pacific Coast ports since 
1971/72. This facility can be 
extended to Indian ports as 
containerised traffic develops 
from India. 

In our tramping sector, the 
Company’s bulk carriers were 
fully employed, the dry cargo 
freight market being good 
throughout the year. 

The Company’s acquisition 
programme is going ahead. 
It took delivery of one Emden- 
built bulk carrier “Jalvallabh” 
of 53,500 DWT. One bulk 
carrier of 75,000 DWT is on 
order with M/s. Scott Uth- 
gows Ltd., Port Glasgow, 


expected to be delivered in the 
last quarter of 1976. 

The Suez Canal is likely 
to be re-opened for navigation 
before June 1975. Its re¬ 
opening depends on how soon 
congenial political climate 
is created and necessary inter¬ 
national agreements are secured. 
The utilization of the canal 
by shipping will depend upon 
the level at which the Suez 
Canal dues are fixed. 

It is gratifying that our 
Government have tentatively 
fixed an ambitious shipping 
target of 9.64 million gross 
registered tons, including 1 
million tons on order, to be 
achieved by end of the Fifth 
Five Year Plan. Such un¬ 
precedented expansion efforts 
call for elastic availability 
of rupee and foreign exchange 
resources, facilities to raise 
rupee and foreign exchange 
loans on commercially viable 
basis and special development¬ 
al incentives. In this context 
the Government’s decision 
to discontinue the develop¬ 
ment rebate is retrograde step. 
Hitherto development rebate 
has been the one greatest 
incentive given to shipping and 
it has helped the Indian ship¬ 
ping industry to expand smo¬ 
othly. The initial depreciation 
allowance proposed as an 
alternative to development 
rebate is not an adequate relief 
I still feci that development 
rebate is the only answer to 
increase the tonnage and to 
achieve the target set in the 
Fifth Five Year Plan. 

Drydocking and repairing 
facilities in India should be 
improved. The development 
of ports is very vital for effi¬ 
cient handling of the traffic 
passing through the ports. The 
traffic at Bombay port has 
outgrown the port’s capacity 
and extensive development of 
the port at its present site is 
not feasible. Therefore, the 


proposed building up of a new 
port at Nhava Sheva across 
the Bombay harbour, with 
facilities to berth deep drafted 
vessels and to handle bulk 
cargoes and containerised 
traffic has to be expedited. 

I take this opportunity to 
thank Shri Kama la puli Tri- 
pathi, the Minister for Ship¬ 
ping and Transport whose 
matured guidance and counsel 
have been of great value to 
the shipping industry. I would 
like to record our thanks to 
Shri P. K. Mukherjee, till 
recently the Deputy Minister, 
for his help to Indian ship¬ 
ping. 

I have pleasure in welcom¬ 
ing Shri H. M. Trivcdi, who 
has recently been appointed 
as the Minister of Slate for 
Shipping and Transport. 1 
am sure, his rich administra¬ 
tive and shipping experience 
and knowledge will be of great 
help to the shipping industry. 

Our sincere thanks arc due 
to the Secretaries, Joint 
Secretaries and other officials 
in the Ministries of Transport 
and Finance, the Director 
General of Shipping and his 
officials as well as the officials 
of Transchart for their gui¬ 
dance, help and advice. I 
also thank the officials of the 
Shipping Development Fund 
Committee, Reserve Bank of 
India and other Government 
departments for their co¬ 
operation and assistance. 

I convey our thanks to our 
patrons, shippers and other 
well wishers of the C ompany. 

I thank the Management, 
officers and staff, both ashore 
and afloat, and the agents at 
various ports for their service 
and devotion to duly. 

Note ; 

This does not purport to be the 
proceedings of the annual general 
meeting of the company , 
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Dr. llharnt Rain 

Ladies & Gentlemen. 

While cordially welcoming you to 
this 86th Animal General Meeting of 
your Cornpanv, may 1 wish you all, 
vs ho arc present and all the share¬ 
holders, a happy and prosperous 1975. 

The Directors’ Report and the audi¬ 
ted Statement of Accounts for the 
sear ended .401h June 1974 have al¬ 
ready been circulated. As you 
would have undoubtedly noted, the 
financial rccoid is satisfactory: but 
it has not beer possible to pass on the 
bene (it to the shareholders. On the 
contrary, the dividend rate is con¬ 
siderably lower than last year, and 
this is so because of the Companies 
(Temporary Restrictions and Divi¬ 
dends) Ad. 

As per the provisions of this Act, 
Companies cannot pay dividend* with¬ 
in India in excess of the distribut¬ 
able protVs. which has been specified 
as one-lhiul of the net profits of the 
C ompany for the financial year or an 
amount equivalent to 1 2 dividend 
on the face value of the equity shares 
of the company and the dividend pay¬ 
able on the preference shaies, which¬ 
ever is lower. According to Govern¬ 
ment, this restriction on dividends 
along with the Additional Emolu¬ 
ments (Compulsory Deposit) Act 1974 
and the Compulsory Deposit Scheme 
(Ineometax-paycrs) Act 1974 con¬ 
stituted a package to light inflation. 

I feel that the C ompanies (Tempo¬ 
rary Restrictions and Dividends; Act 
could have tan conceived in a more 
imaginative fashion. The provisions 
of this Act do not freeze dividends, 
but in fact result in the reduction of 
dividend payment. It is, therefore, 
not comparable with Additional 
Emoluments (Compulsory Deposit) 
Act, which impounds additional pay¬ 
ments. but does not prohibit such 
payments being made. While the 
minimum dividend sum involved is 
estimated at only Rs 50 crorc and is 
not likely to have an excessive in¬ 
fluence on the demand factor, its 
impact on investment sentiment has 
been disastrous. Even the slated 
objective of Government could have 
been secured if Companies were 
allowed to pav dividends, as before 
the Act. hut dividend in excess of that 
permitted by the present Act was to 
he compulsorily deposited in the 
company and made payable with ade¬ 

eastern economist 


The Delhi Cloth & General Mills Co. Ltd. 

Speech by Dr. Bharet Ram, Chairman, Beard of Director! at the 86th Annual General 
Meeting of The Delhi Ctoth & General Mills Ce. Ltd., on December 30,1974 at Delhi, 


quate interest, say, 2\ % over and 
above the Hank rate, after a period 
of two years. This would have given 
the shareholders! the satisfaction of 
having earned ihe dividends, and 
what is more important it would not 
have had a depressing influence on 
the new issue market. Similarly, the 
measure of credit squeeze was im¬ 
posed rather illogically as it froze the 
borrowings of companies as on a par¬ 
ticular date vi/. October 31, 1973. 
The result of this has tan that those 
companies who had managed their 
affairs well on that particular date. 
Buffered most. In addition, those 
companies who had large seasonal 
requirements like Textiles, Vanaspa'i 
& Sugar, were put to great difficulties. 

The high rate of inflation which 
has overtaken both the developed 
and developing countries during the 
last two to three years has provoked 
policy-makers in devising new forms 
of controls and regulations, which 
may help to stabilise the price 
level oi at least minimise its rate of 
increase. Price-Incomes policy hud 
in a way become a fashionable con¬ 
cept in many countries in the Western 
Europe, North America and lately 
in Latin America and even Africa. 
In reality, however, it did not prove 
to be a success. 

In our own country, we have had 
the unhappy experience of price con¬ 
trols. These controls have been im¬ 
posed for years now, mostly on com¬ 
modities which are essential and 
where the supply is shorter than de¬ 
mand We have seen how the very 
existence of such controls has dis¬ 
couraged investments and how even 
public financial institutions hesitate 
to extend Joans if the prices are not 
icmuncrative. The consequence has 
tan that in the very industries where 
supplies were required to be aug¬ 
mented, shortage conditions got 
perpetuated and aggravated. 

Let us see why at all wc in our coun¬ 
try have goi into an inflationary 
situation. It would be well to remem¬ 
ber that inflationary pressures had de¬ 
veloped even before the hike in oil 
prices. Whatever may be the causes 
for inflation in other countries, in 
India the fall in foodgrains production 
which is the principal item of mass 
consumptioi, was the starting point. 
The marketable surplus of food- 
grains available for urban consump¬ 
tion shrinks in a greater proportion 
than the fall in production, because 
the farmers mot or less maintain 
their level cf consumption. Thus, 
even a small reduction in production 
tends to have a disproportionate im¬ 
pact. oil pi ice levels. The same or 
similar kind of effect is produced by 
reduction in the production of other 
agricultural commodities like cotton, 
sugarcane, oilseeds, etc., The agro- 
based industries constitute the most 
important segment in our national 
economy, and then' health or other¬ 
wise influences the price level of the 
products which are consumed by the 


common man. The increase in the 
prices of these commodities together 
with that of foodgrains leads to a rise 
in wage rates, the link being provid¬ 
ed by deafness allowance. The de¬ 
mand-pull inflation which starts in the 
agricultural sector multiplies itself as 
it spreads into a cost-push inflation 
in Qlhcr sectors. 

In my view there are two principal 
reasons as to why agricultural pro* 
duct ion has not kept pace with th c 
requirements. Firstly, the failure of 
monsoons in succession. Secondly 
and more important, it is because >v c 
have not given enough attention to 
the development of agriculture and 
thc need to free ourselves from the 
vagaries of monsoon. The level of 
investment in agricultural develop¬ 
ment has tan inadequate. The agri¬ 
cultural sector, which produces one- 
half of thc national output was allot¬ 
ted less than one-fifth of thc total 
Plan outlay in thc Fourth Plan and 
less than one-sixth in thc Second and 
Third Plans. The result is that we are 
exposed to floods and droughts, and 
a»*c short of fertilizers, pesticides, 
electric power and a host of other 
inputs which contribute to production 
and productivity. 

Other essential articles like cement, 
paper, which arc in short supply are 
due tv/ the wrong policies followed by 
Government both in respect of fix¬ 
ing prices at unremunerative levels 
and virtually discouraging people who 
are in a position to go ahead with 
expansion plans. The situation is 
particularly sad and tragic because in 
these industries we could have easily 
expanded production with domestic 
resources, and there was no question 
of importing either foreign capital 
or know-how. 

Over the years the shortages in 
wage goods industries as much as in 
certain basic industries and in infra¬ 
structural facilities have occurred, 
primarily because management of 
both public and private sector under¬ 
takings is never allowed a free hand. 
While the former is hamstrung by 
bureaucratic regulations, the latter 
is subjected to an unbelievable mix of 
ideology and regulations in detail 
with the result that the overall major 
objective of speeding up economic 
growth has not been achieved. 

We arc thus faced today with a 
critical situation where two opposite 
forces arc at work. On the one hand, 
thc back of inflation has not yet heen 
broken, and on the other there seems 
to be a beginning in thc decline of 
economic activity, which may de¬ 
velop into a recession. J personally 
feel that the anti-inflationary mea¬ 
sures adopted by Government were 
necessary, even though they have 
caused some difficulties. The ques¬ 
tion is as to how long Government 
should stick to these measures, and 
whether some adjustments have to be 
made, if only to ensure that the mea¬ 
sures do not become counter-produc¬ 
tive and result in creating new prob- 
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terns like wide-spread unemployme- 
which would be very dangcroi 
When dealing with two contra 
trends, a delicate balance has net 
sarily to be struck. Stability t \ 
growth represent two sides of i 
same coin. One cannot be pursued 
thc expense of the other. This 
neither possible, nor desirable. W f 
is called for is thc reorienta'i 
of policy on the principle that ^ 
nomy lies not so much in reduci 
expenditure, but in making wise < 
penditure decisions. It is, thereto 
necessary in my opinion that v\h 
retaining a certain amount of conn 
over credit, the Government musi 
the same time encourage invest me 
in industries. Even thc latest repo 
of thc Reserve Bank of India on (i> 
rency and Finance has pointed <* 
that. -- ' the problem of price 
flalion is also to be attributed m 
wider context, to .the long-term r, 
tors of low investment and low pi 
duct ion**. To achieve the maxima 
benefit out of investment, pnonir 
for investment must be in aaro-bt. 
industries and wage-goods mdusia-i 
The other important field of ime* 
nient must be in power, because w 
country has lost a good deal of pi‘ 
dud ion due to the existing c.q>> 
chics not being fully utilised'* bee I'jj 
of power shortage. ^ 

If our country is now p:is,m 
through a phase of unrest, the m 
nomic situation is largely rcsptmsil 
for it. This unrest is taking quite 
few forms and is even manifest 
Parliament and in some Stale Asn 
blics also. None of the imh.tf 
events arc isolated incidents, t 
all are connected like the links o' 
chain. Just as sedatives can tempo 
lily relieve pain, hut cannot cure i 
disease, the problems in our coutj 
have to be squarely met, instead 
taking ml hoc measures and living 
thc hope that a good monsoon « 
do the trick. 

1 should, however, not be misi.it 
to be a pessimist. Thc problem 
inflation cannot be solved mere!) 
intellectual analysis or an infdl 
tual answer, It requires a discijifi 
ing of thinking and behaviour on S 
part of all economic and pohifl 
groups. There is need for cvei 
of us doing a bit more than wha* @ 
are doing now, so that the awM 
abilities are increased and the l4| 
term objectives which we have set S 
ourselves and for the nation arc || 
thwarted. g| 

Lef me conclude by thanking <® 
and every worker and all mewl® 
of thc staff for thc contribution i® 
have made to the successful opei a ® 
of thc Company during last y® 
It is my trust and hope that the (<■ 
pany will prosper further with tfl 
continued support. 9 

Non: This does not purpoifl 
be a record of the proceedings oM 
Annual General Meeting. ■ 
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SAKTHI SUGARS LIMITED 


2 d. Office: 

|8, Race Course Road, 

[lmbatore-641018 

(t of speech by Thiru N. Mahalingam, B.Sc., 
, Chairman, Sakthi Sugars Limited, deli- 
red at the 13th Annual General Meeting held 
13rd December, 1974. 


welcome you all to the 
\ Annual General Meeting 
jtar Company which marks 
end of a successful decade 
perations and the begin- 
of a new era of futtlier 
tmic expansion. The An- 
report and the accounts 
the year ended June 30, 

* have been with you for 
time and 1 shall take 
as read. 

king; Results 

Regarding the performance 
^ur company I would like 
]E>int out that Sakthi Sugars 
*jtgain succeeded in incica- 



blru N. Mahalingam 


1 the quantity of canc 
itd to 8.13 lakh tonnes 
16.88 lakh tonnes in 1972- 
Mch is a new recoid for 
factory. There were no 
it delays in deliveries by 
linery suppliers and hence 
programme could be corn- 
only by the end of 
this year, instead of 
nary as scheduled result- 
some inconvenience to 
ryots in the matter of 


cane crush because the crush¬ 
ing operations could not be 
maintained at the level visua¬ 
lised earlier. While regretting 
the delay in crushing we are 
happy to state that in regard 
to the quantity of cane crush¬ 
ed, your factory is the third 
largest for any sugar mill in 
the country and for sugar pro¬ 
duction the second largest 
for any single unit in 1973-74. 

1 am glad to say that the 
newly erected plant and machi¬ 
nery are functioning satisfac¬ 
torily and their efficiency have 
been fully established after 
some teething trouble with the 
crushing rate being currently 
of rated capacity. 

The output of sugar at 
67,776 tonnes against 59,972 
tonnes in 1972-73 is nearly 
double that of any other sugar 
mill in Tamil Nadu and 
Sakthi Sugars is the first fac¬ 
tory in this State to achieve a 
capacity of 4000 tonnes daily. 
The net profit before deprecia¬ 
tion and taxation for 1973-1974 
has recorded a big rise to Rs. 
104.72 lakhs from Rs. 74.99 
lakhs in the previous year in¬ 
spite of higher interest charges, 
a bigger wage bill, and higher 
cost of cane" 

The amount set aside for 
depreciation is Rs. 46,99 lakh 
(Rs. 34.66 lakhs) and Develop¬ 
ment rebate Rs. 32.67 lakhs 
(Rs. 7.15 lakhs). With a targe 
claim towards depreciation and 
development rebate, there is 
no liability for taxation. A 
provision of Rs. 9 lakhs was 
made on this account on the 
last occasion. The allocation 
to preference share redemp 
tion reserve is Rs. 50,000 
(same) and dividend reserve 
Rs. 18.45 lakhs (Rs. 22.50 
lakhs). Your Directors have 


recommended the payment of 
a dividend of 12% taxable on 
equity capital, as against 15% 
taxable previously, because of 
the restrictions recently impos¬ 
ed by the Government on the 
distribution of profits. The 
expeditious implementation of 
the expansion scheme of the 
sugar mill and the diversifica¬ 
tion of the output of the dis¬ 
tillery, have been responsible 
for the big increase in the cost 
of gross fixed assets to Rs. 
958.58 lakhs at the end of 
1973-74 from Rs. 567.55 lakhs 
on June 30, 1973 and in not 
fixed assets too Rs. 752.45 
lakhs from Rs. 408.34 lakhs. 
The heavy capital outlay of 
Rs. 391.93 lakhs in plant and 
machinery, labour colony and 
other facilities is an eloquent 
testimony to the meticulous 
planning of the implementation 
of the expansion programme 
and allied projects. You will 
be proud to know that the 
capital outlay in 1973-74 re¬ 
presents hereby 41% of the 
total investment incurred by 
Sakthi Sugars infixed assets in 
a decade and the full benefit of 
the newly created facilities will 
be derived in the current and 
coming years. 

Distillery 

The distillery too function¬ 
ed efficiently with the output 
of rectified spirit rising to 12.99 
million litres from 9.29 mil¬ 
lion litres. But the prices rea¬ 
lised were not quite remunera¬ 
tive and there could therefore 
not be any significant increase 
in total earnings. The position 
in this regard has changed 
significantly latterly and the 
distillery will be stepping up 
further its output and its ear¬ 
nings substantially in 1974-75, 
not withstanding the slight 
dislocation caused by an ac¬ 
cumulation of stocks of alco¬ 
hol following the re-introduc¬ 
tion of prohibition in Tamil 
Nadu, from the beginning of 
September. 1 am happy to in- 


Factory : 

Sakthlnagar, Appakudal, 

Coimbatore Dt 

form you that there is now 
a good offtake of alcohol with 
the needy industrial consu¬ 
mers in the neighbouring States 
gobbling up available sup¬ 
plies, The prospects for the 
current year should therefore 
be considered quite promising. 

Prospects for 1974-75: 

The 1974-75 crushing sea¬ 
son will stand out as an out¬ 
standing landmark in, the his¬ 
tory of the sugar industry at 
a time when the Government 
is straining every nerve to 
maximise foreign exchange 
earnings with a stepping up 
of exports in order to meet 
the heavy cost of imports of 
foodgrains, crude oil and al¬ 
lied products. The exports 
during J973-74 was only of 
the order of 4 lakh tonnes 
and for 1974-75 the exact 
quantum of export has not 
yet been decided. The inter¬ 
national price of sugar has ; 
been increasing sharply from 
I00£ per tonne to 700£ and it 
is possible to sell even 10 lakh 
tonnes of sugar annually for 
the next three years if the 
Government of India can con- < 
elude forward sales for even 
three years at an agreed price. 

It is rather surprising that 
the policy of the Union Gov¬ 
ernment this year is not pro¬ 
perly tuned towards increased 
production. The cost of cul¬ 
tivation to the ryot has increa¬ 
sed phenomenally due to the 
escalation in the prices of die¬ 
sel oil, electricity, fertilizers, 
as well as due to higher labour 
charges. Consequently, the 
net earnings of the farmer has 
fallen very much had the gene¬ 
ral tendency is to go in for 
paddy in the place of cane as 
paddy now gives a higher re¬ 
turn per acre to the grower. 
Your directors considered this 
matter and requested the 
Union Food Minister and the 
Sugar Directorate, several 
months ago to fix a minimum 
price of Rs. 125/- per tonne 
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of cane for a recovery of 8.5%. 
However* the suggestion has 
not been accepted and the 
Government have only fixed a 
price of Rs. 85 per tom : of 
eanc for a recovery of 8.5%. 

The levy sugar price fixed 
at Rs, 2.15 per kg. is still 
sought to be maintained at a 
low level when the price of 
rice has almost doubled in the 
last six months. On the basis 
of a minimum price of Rs. 85 
per tonne for a basic recovery 
of 8.5 % the statutory price 
for your factory works out to 
Rs. 94 per tonne. However, 
your directors have thought it 
fit to start the season by giving 
a price of Rs. 110 per 
tonne. 

I am convinced that unless 
a suitable forward looking 
policy is evolved and a price 
of Rs. 125 per tonne of cane 
for a basic recovery of 8.5 % 
for 1975-76 is announced early, 
planting of the required scale 
may not take place and there 
may even be a decline in the 
area under cane. I would even 
say that the all-India produc¬ 
tion of sugar for 1975-76 may 
fall sharply to 32 lakh tonnes 
if an immediate decision on 
the lines indicated above is not 
taken. 

In regard to excise duly re¬ 
bate 1 welcome the present 
scheme of full excise duty re¬ 
bate in October and Novem¬ 
ber. However, I feel that a 
more liberalised approach is 
essential to make llie factories 
crush even in the low recovery 
months of June and July so 
that more sugar can be pro¬ 
duced. 

Tamil Nadu: 

The achievement of sugar 
producers in the private and 
co-operative sectors has been 
highly creditable and it is no 
exaggeration to say that even 
the marginal increase in pro¬ 
duction in 1973-74 to 39.5 lakh 
tonnes for all-India from 38.72 
lakh tonnes in 1972-73 would 
not have bsen possible but for 
the jump in the output of 
Tamil Nadu by i.32 lakh ton¬ 
nes to a new peak of 4.66 lakh 
tonnes, inspite of the diffi¬ 
culties relating to the avail¬ 

i mz.RN rroNOMist. 


ability of cane and the dissatis¬ 
faction expressed by the gro¬ 
wers over the policy of the 
Government in regard to the 
fixation of the cane prices, the 
production of sugar mills in 
Tamil Nadu in 1974-75 is like¬ 
ly to be further higher at 5 
lakh tonnes on account of 
good planting done in 1973-74 
even though all-India output 
is placed at not more than 38 
lahh tonnes. This tempo of 
development can be sustained 
only if the private sector is 
also allowed to play its due 
role. 

As Tamil Nadu is a sur¬ 
plus State we have to sell our 
sugar in Calcutta and other 
North Indian Markets for 
which a transport charge of 
Rs. 18 to Rs. 20 per quintal 
has to be incurred. Due to 
this factor, the free market 
realization of the South Indian 
Sugar Mills when compared 
to those of the North is lower 
by about Rs. 20 per quintal. 
It will be an effective incentive 
if the Tamil Nadu Government 
can give some concession in 
the purchase tax allcast in res¬ 
pect of the sugar sold in the 
North Indian Markets. 

Your Directors arc fully 
aware of the new opportuni¬ 
ties available Lo the industry 
and Sakthi Sugars has succeed¬ 
ed already in developing a 
large-sized complex. With the 
completion of the 4000 tonne 
programme, it is possible to 
maximise crushing operations 
during the peak of the season 
and improve the recovery of 
sugar. H^uce, your Directors 
feel that in the current year 
your factory has to concen¬ 
trate on improving this effi¬ 
ciency of the existing plant 
and machinery so that the 
management can be in a posi¬ 
tion to implement expansion 
to 5000 tonnes easily. The 
intention presently is to avoid 
crushing in the hot season 
when maximum recovery can 
be secured. 

Furfural Project: 

The preliminary work con¬ 
nected with a project*for manu¬ 
facturing furfural with foreign 
technical know-how, is being 
done and the details of this 


big project will be placed be¬ 
fore you for consideration at 
the appropriate stage. You 
will readily agree that all these 
activities will result in the 
development of a huge integ¬ 
rated complex in the Sakthi 
Nagar area and lead to the 
effective use of the by-pro¬ 
ducts. 

Labour Management Relation: 

I am indeed very happy to 
slate that during the period 
under review the workers and 
the staff gave unstinted co¬ 
operation to the management 
and enabled the factory to 
function for 332 days without 
trouble of any kind. Your 
Directors have nothing but 
warm appreciation for the staff 
and workers of the factory for 
their enthusiastic and volun¬ 
tary co-operation in all the 
affairs of the Company. 
Therefore in the matter of 
distribution of bonus to the 
workers they were very respon¬ 
sive to the expectations of em¬ 
ployees and sanctioned a 
bonus of 8.33% an cxgratia 


payment of 16.67% and a | 
duction incentive of 15%. 

Welfare Measures: 

The Voluntary Health f 
vices Scheme sponsored 
your Company, during the 
year, has been held up bcca 
of rejection of the claim 
subsidy from the Centrel G 
ernment. However, wc 
negotiating with the State G 
ernment to complete the p 
ject on a 50-50 basis and 
hope to succeed in our 
dcavours. 

The labour colony consj 
ing of 123 houses built ;i 
cost of Rs. 17 lakhs under! 
subsidised Industrial Lab 
Housing Scheme, of the C\ 
ernment of India was deelaj 
open by the Hon’blc (T 
Minister Dr. Kalaignar K; ; < 
nanidhi. There is a propd 
for constructing am>tf 
labour colony of 120 housed 
the near future. I 

Note : ; 

This docs not purport to be 
cord of the Proceedings of the ,? 
nual General Meeting. ** 
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..and and 
ppiy 

CONM'KfcNcn on Energy 
yield under the auspicious 
c Federation of Indian 
bers of Commerce and 
stry in New Delhi on 
mber 18, 1974. The text 
background paper pre- 
by the FICCI and pre- 
d at the Conference is 
below : 

] I 

emand and Supply 

lergy is required for vari- 
urposes [ike lighting, heat- 
;ooking, running muchi- 
£ generating electric power, 

J The primitive sources 
ergy are firewood and 
ble waste. There are 
other basic sources of 
ry energy like coal, oil 
water power. Electric 
r generated from steam, 
d water power is another 
tanl derived source of 
y since industrialisation, 
ig the past decade or two 
ar source of energy has 
aade its appearance not 
n developed countries but 
in developing countries 
ndia as well 

source of energy in 
has been traditionally 
:ommercial fuels like fire- 
> dung and vegetable 
which accounted for 
than two-third of the 
energy supplied in the 
tning of the Plan period, 
aed economic development 
however been changing 
tuation in India gradually 

economist 
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so that by 1970-71 commercial 
sources of energy like coal, oil 
and electricity accounted for 
slightly more than half the 
total supply of energy. 
In 1970-71, 51 million 

tonnes of coal were consumed 
(apart from coal consumed for 
power generation) in addition 
to 15.3 million tonnes of oil 
and 48 billion units (kWh) of 
electricity. The comparative 
shares works out as given 
below. 

The shift in the consump* 
tion of energy from non¬ 
commercial to commercial 
sources has been observed all 
the world over. In 1925, the 
total world consumption of 
solid fuels was 83 per cent as 
against 13.3 percent for 
liquid fuels, 3.2 percent for 
natural gas and 0,7 percent for 
hydro-electricity. By 1968 the 
share of solid fuels was brought 
down to 36.7 percent whereas 
that of liquid fuels was up to 
42.8 percent, that of natural 
gas up to 18.3 per cent and 
that of hydro-electricity up to 
2.1 percent. The replacement 
of solid fuels like coal by pet¬ 
roleum products was parti¬ 
cularly prominent in North 
America and Europe. The 
chief incentive for this came 
from the boosting of world 
supplies of crude oil from new 
sources in the USA. the 
Middle East, and the USSR 

Growth in Demand for Energy 

In India, the demand for 
energy has been rapidly ex¬ 
panding since the beginning 
of planning. The total 
energy consumption in two " 
decades of planning has more 
than doubled. There has been 
more rapid increase in the 
consumption of some forms of 
energy than others. While .. 
coal consumption has increas¬ 
ed from about 28 million 


tonnes to $1 million tonnes 
between 1953-54 and 1970-71, 
consumption of oil has increa¬ 
sed from three million tonnes 
to 15 million tonnes and that 
of electricity from seven mil¬ 
lion units to 48 million units. 
There has been further growth 
in later years. The annual 
increase in demand for electric 
power has been as much as 
15-20 per cent in some of the 
States. 10 percent of the elec¬ 
tricity are now supplied to 
villages, in some of the states 
such as Punjab. Tamil Nadu, 
Andhra Pradesh, nearly a 
quarter of their power output 
is used for agricultural ope¬ 
rations. 1.5 lakh villages have 
been slectrified and 23 lakhs 
pumping sets have been set up 
in the villages. Besides, there 
is a large suppressed demand 
for electric power in many 
parts of the country because 
of the non-availability of 
power. 

The demand for petroleum 
has been increasing at 
about 9.4 percent per 
annum, and given a greater 
supply of oil the quantum of 
demand for oil is likely to 
come out more explicitly. It 
has been estimated that by 
1978-79 consumption of elec¬ 
tricity is likely to go up 
to 125 billion units from 


about 56 million units in 
1970-71; Oil consumption for 
energy requirements are likely 
to be 27.2 million tonnes 
besides another 9-10 million 
tonnes of non-energy require¬ 
ments for oil. There has been 
similar increases in tho de¬ 
mand for coal which is likely 
to go more rapidly up in view 
of the pressing demand for 
substitution of oil by coal 
in view of the oil crisis. The 
demand by the end of the 
fifth Plan is put at 165 million 
tonnes although there is a 
programme only for 135 
million tonnes of coal pro¬ 
duction. The table below 
gives the anticipated growth in 
demand. 

Demand Estimates 

—These demand estimates 
are projected on the basis of 
certain assessments and fore¬ 
casts regarding shift in tech¬ 
nology in different sectors of 
the economy and the conse¬ 
quent impact on consumption 
of different types of fhels, 
The relative cost of different 
fuels have also been taken 
into account in projecting 
these demands by the Fuel 
Policy Committee in their 
interim report in May, 1972, 

—The growth of demand 
in these projections is no 


Total Supply of Fuels 

(in per cent) 
1953-54 1970-71* 

Commercial Fuels 

Coal 

Oil 

Electricity 

15.43 

12.80 

4.09 

13.64 

25.80 

12.92 

Total 

32.32 

52.36 

Non-commercial Fuels 

Firewood 

Dung 

Vegetable waste 

44.19 

10.00 

13.49 

30.97 

7.14 

9.53 

Total 

67.68 

47.64 

Grand Total 

100.00 

100.00 


Anticipated Growth in Demand 
Unit im-79 


Coal (mil. tonnes) 164.5* 

Oil (mil. tonnes) 36.95 

Electricity (billion kWh) 125.00 

•including requirements of electricity generation 
mil. tonnes and 66.0 mil. tonnes respectively. 


1980-81 

190.5* 
42.95 
150.00 

oFltTi 
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doubt postulated to be very 
high. The Tates of growth 
postulated between 1970 and 
1980 are about 30 per cent per 
year or more as against an 
estimated increase in w odd 
demand at 5.5 per cent between 
1970 and 1980, 8.7 percent, 
increase in the Far East and 
5-6 per cent increase in the 
advanced countries. Whether 
such a growth rate can be 
sustained during this period 
is, of course, another pertinent 
question. 

Per capita Consumption of 
Energy 

—But the per capita con¬ 
sumption in India is undoubted¬ 
ly very low which needs to be 
increased by all efforts. It 
increased from about 492 Kgs. 
of coal equivalent in 1953-54 
to about 694 Kgs. of coal 
equivalent in 1953-54 to about 
694 Kgs. of coal equivalent by 
1970-71. Against this, the 
world average of per capita 
energy consumption in 1968 
was 1810 Kgs. and that in 
advanced countries was well 
above 3,000. Kg., the USA's 
consumption being more than 
J0,000 Kg. of coal equivalent. 
While there is a high positive 
correlation between energy 
consumption and Gross Na¬ 
tional Product observed from 
data regarding various coun¬ 
tries, the ratio of energy 
growth to the GNP growth 
rate shows wide variations 
among different countries and 
also over time as shown 
by extensive data by ex¬ 
perts like J. Darmstadtcr. 
However, the need for inercas- 


miltion tonnes of refined oil 
products requiring an im¬ 
port of about 250 million 
tonnes per year. The sources of 
liquid fuels which have increas¬ 
ed in recent decade arc generally 
located away from the centres 
of intensive energy consump¬ 
tion resulting in the sharpim- 
balancc between demand and 
supply. Western Europe con¬ 
sumes about 700 million 
tonnes of refined products, but 
produces only 60 million 
tonnes; Japan consumes 37 
million tonnes of oil pro¬ 
ducts against an almost 
nsgligible crude production 
at 0.7 million tonnes. It 
has been said that the current 
rate of the fantastically high 
level of consumption in the 
USA will exhaust its own oil 
resources by 11 years'* time 
and the world resources by 
twenty years. The growth of 
future demand in India must, 
therefore, be studied against 
the existing reserves of diffe¬ 
rent fuels. 

Energy Resenes 

— The total coal reser¬ 
ves are placed at some¬ 
what above 110 billion tonnes. 
Of this, coking coal reserves 
are about 20 per cent which is 
considered to be sufficient to 
meet the growing requirements 
of the metallurgical industries 
for a period of 40-50 years; 
the reserves of non-coking 
coal that have been categorised 
so far are likely to last for 
about 2 )0 years. Of the Jiydel 
resources only about 16-2) 
per cent have been developed 
or are under development. It 


the oil prices started rising in 
view of the evident desire of 
the oil producing countries 
to make the most out of their 
existing assets, and the prices 
started rising. In mid-October, 
1973, the oil price was $3 per 
barrel. But thereafter, it 
started to increase sharply 
coming to about 812 per barrel 
at present. 

- -A new dimension has 
thus been added to the energy 
supply situation by the sharp 
increase in prices of crude oil 
from abroad. The import 
bill has increased from about 
Rs. 144croresin 1972 to Rs. 
242 crorcs in 1973. Since the 
price increase has been four 
times since then, to maintain 
a supply of crude at the 1973 
level of 13.4 million tonnes 
would increase the imp ort cost 
by four times. If the through¬ 
put required for the refinery 
programme during the fifth 
Plan is to be applied the 
import bill for oil products 
in the fifth Plan is likely to 
go up, as estimated by the 
Fuel Policy Committee, from 
Rs 3000 crores given in the 
Plan to about Rs. 9000 crorcs. 
The total provision for all 
imports in the fifth Plan has 
been specified at Rs 14,100 
crores. Thus, it is simply 
impossible to meet the im¬ 
port bill for oil products in 
the fifth Plan at the current 
oil prices. 

^Moreover, the economics 
of using oil as against alter¬ 
native fuel like coul has under¬ 
gone a fundamental trans¬ 
formation due to this price 
increase. At 812 a barrel for 


lopment underlines the nee 
for evolving a national energ 
policy and planning the <jcv< 
lopment of various forms ( 
energy uses and resources o 
an integrated basis. Accord m 
to the Chairman of the Fw 
Policy Committee, it would t 
unrealistic to be scared at il, 
high international oil price 
and start re-assessing tfi 
energy plan on that basis 
This is because there are possj 
bilitics of producing oil at \q 
low cost given the time i : 
explore and develop oil field; 
It is significant to note tip 
current oil priecs are ro.ugii. 
70 times the marginal cost ^ 
production in the Gulf Cour 
tries according to Londi* 
Economist . Energy planmrj 
therefore will consist Jarrcl 
in rc-apprising the situati ^ 
and investment possibilities 
alternative price levels as 
accept for immediate imp! 
mentation those projects who.,’ 
essentiality is not depende, 
on large price changes. 

Suggestions for Substitute 
C onservation, Efficiency, etc. 

- One of the objectives 
a national energy policy ini'* 
be the conservation and m.is ; 
mum cITective utilisation | 
commercial energy resouiccjj 
Other important objectives;!; 
substitution of one fuel 
another on Icclino-cconoirS 
considerations and impro\i'i£ 
the efficiency of various li£ 
uses in appliances. MQ 
suggestions in this regard 
been made by the Fuel pnirj 
Committee in its interim $ 
port and others concermi 


ing energy consumption in 
India cannot be over-empha¬ 
sised. 

- The growth in the re¬ 
quirements of energy lias to be 
set against the existing reserves 
of different kinds of fuels. In 
western countries, the change 
over to commercial fuels, 
particularly liquid fuels, has 
brough the current rate of 
consumption at a fantastically 
high level. But the centres of 
energy consumption particular¬ 
ly oil fuels are not necessarily 
the sources cf crude oil. 
Thus, the USA produced about 
500 million tonnes of crude oil 
per year against the annual 
consumption of about 750 


has been estimated that during 
the next two or three decades 
it would be possible to instill 
about 80-100 million kW of 
hydel capacity on the basis of 
our river system. Oil reserves 
at about 140-150 million tonnes 
can last for about 20 years at 
the current rate of production, 
and only for 12 years at the 
projected rate in 1978-79. 

—One of the assumptions of 
the projected demand for fuel 
by the Fncl Policy Committee 
was an oil price of $5 per 
barrel. This was probably not 
unrealistic in 1972 ^when the 
projections were made. The 
price of Arabian crude was 
$1.98 and* 1.30 in 1970. But 


oil and Rs 60 per tonne of 
coal, the relative price of coal 
and oil has become nearly 
1:11 as against a relative heat 
value of 1:2. This basic 
change in the economics of 
using oil due to steep inereas: 
in prices of imported oil has 
more than offset the various 
advantages claimed for oil in 
respect of conveyance, cost of 
transport, storage and efficien¬ 
cy of utilisation. This is the 
crux of the energy crisis today. 

National Energy Policy 

--The limited resources 
against the growing demand 
for various forms of energy 
in the face of economic deve¬ 


More important among th$| 
arc as follows: ^ 

(ij The basic premise for|t 
future energy policy ''I 
be the adoption of cM 
as the chief priuri 
source of energy, 'ifj 
is dictated chiefly by || 
comparatively large 
reserves which are kinJJ 
to be available. 

(ii) Oil exploration in In 
has to be given top p* 
rity, particularly in 
off-shore areas and sc! 
ted on-shore regin 
The capabilities of 
ONGC to conduct cm 1 
ration should be augitf 
ted by providing th 
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with all the technical 
facilities, trained person¬ 
nel and modern equip¬ 
ment. This is to be 
supplemented by explor¬ 
ing the scope for increas¬ 
ing the oil supply through 
joint ventures in OPEC 
countries. Advantage 
should be taken of the 
complementarities, if any 
in resource endowments 
of India and the OPEC 
countries through bila¬ 
teral negotiations. In 
fact, all policies in res¬ 
pect of oil should be 
geared to the internation¬ 
al oil situation with the 
specific objective of 
reducing the quantity of 
oil products to be im¬ 
ported, minimising the 
total foieign exchange 
expenditure and ensuring 
a stable supply of crude 
and refined oil products. 

The scope for substitu¬ 
ting one fuel by another, 
should be fully explored. 
This is mainly to conserve 
the limited supply of oil 
available. 

.) New fertilizer projects 
should be designed to 
make use of coal as 
the feedstock rather 
than naphtha. This is 
because the supply of 
light distillates like 
naphtha is likely to be 
in short supply in 
coming years. 

>) Fuel oil is an impor¬ 
tant raw material for 
the production of high 
cost petroleum pro¬ 
ducts (such as lubes, 
bitumen, petroleum 
coke and wax) with 
considerable export 
potential or which can 
serve as import substi¬ 
tutes. The Fuel Policy 
Committee is under¬ 
stood to have recom¬ 
mended a complete 
prohibition of licensing 
of new industries on 
the basis of fuel oil 
and substitution by 
coal. A selective app¬ 
roach will, however, 
be preferable. Coal 
dumps in industrial 
centres have been sug¬ 


gested as immediate 
steps for ensuring the 
supply of fuel to in¬ 
dustries which would 
be based on coal in 
place of fuel oil. The 
Fuel Policy Committee 
has also recommended 
limitations on the 
demand for high speed 
diesel oil through sub¬ 


stitution of long dis¬ 
tance movement by 
rail transport instead 
of road transport. A 
Sub-Committee on 
Substitution of Fuel 
Oil by Coal is already 
conducting exercises 
to assess substitution 
possibilities in consul¬ 
tation with ^concerned 


industries, their asso¬ 
ciations, the state 
governments, coal 
producers and the 
railways. 

(c) Light diesel oil is used 
in pump sets for lifting 
water for agricultural 
purposes* even in some 
electrified villages. 


We make your 
son a lakhier on 
a single deposit of 
Rs. 13,700 only. 



You will save on taxes too. A special 
feature of the scheme is that 
repayment can be arranged In 
instalments. 

A sum of Rs. 1000 invested now will 
swell to Rs. 2707 in 10 years and 
to Rs. 7328 In 20 ysars. 

Corns, drop in for a chat. You would 
Know how helpful we are. 


Oo you want to save for any specific 
purpose like higher education of 
your children or daughter's wedding? 

The ideal form will be to invest now 
in the Corporation Bank's Balanidhl 
Cash Certificates in the names of 
your minor children. 

These certificates are available in 
different denominations and 
carry attractive interest 

Balanidhl 

CASH CERTIFICATES 

-Where friendliness is a tradition 

Corporation Bank Limited 


Over 150 branches in Kerala, Karnataka. 
Gujarat, Andhra Pradesh, Tamil Nadu, 
Maharashtra, Bengal. Delhi and Goa. 
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Such pump sets should 
he qu&kly changed 
over to electric power. 
Moreover, in certain, 
areas in Gujarat, UP 
Maharashtra, dies*l 
pumps are used in a 
geographically compact 
area. There should 
be speedy electrifica¬ 
tion of selected villages 
in such areas in order 
to energise the pumps 
with electricity for 
saving of diesel oil. 

(d) The scope for reduc¬ 
tion in consumption 
of fuel oil is the 
highest wherever it is 
used for raising heat, 
as for power genera¬ 
tion and in industrial 
furnaces. By 1978-79 
nearly 3-4 million ton¬ 
nes of fuel oil can be 
saved by converting 
industrial and power 
generation boilers to 
the use of coal. The 
quantity of fuel oil 
thus released could be 
used to produce middle 
distillates by secondary 
processing such as 
hydro-cracking of cata¬ 
lytic-cracking. This, it 
is claimed, would save 
a quantity of seven mil¬ 
lion tonnes of crude oil 
imports and will lead 
to a substantial saving 
in foreign exchange. 

(c) At the current level of 
international oil prices 
all the uses of oil 
except those in the 
transport sector can 
be economically substi¬ 
tuted for by coal or 
coal-based energy 
forms. For example, 
in the households the 
use of kerosene for 
lighting can be re¬ 
placed by electricity: 
the use for kerosene 
for cooking can be 
replaced by cooking 
gas in densely popu¬ 
lated urban areas and 
by soft coke in small 
towns and some rural 
areas; in industry for 
all heating require¬ 
ments coal is prefer¬ 
able to oil; for lifting 
water the use of elec¬ 
tricity becomes more 


economic; in the case 
of transport the move¬ 
ment of bulk commo¬ 
dities over long dis¬ 
tances by rail is pre¬ 
ferable to road move¬ 
ment. 

(f) The recent exploration 
in land and off-shore 
and the discovery of 
substantial quantities 
of natural gas indicate 
that production of 
fertilizers, methanol 
and other chemicals 
could in future be 
based more economi¬ 
cally on natural gas. 

(g) F urther research and 
development in applian 
ecs such as battery- 
powered vehicles and 
fuel cell technology 
will enable substitution 
of oil in light vehicle 
as well as immobile 
small cells for use in 
remote villages. 

v) It is also necessary to 
conserve the different 
forms of energy by mak¬ 
ing available their sup¬ 
plies in the first instance 
to consumption for 
essential purposes. Car 
manufacturers could be 
requested to improve 
the efficiency of fuel 
consumption of the 
engines to the maximum, 
as is being thought of in 
some western countries 
and suggested by the 
National Productivity 
Council. Urban mass 
transportation should be 
the objective in place of 
personal transportation 
in passenger cars. There 
is a very high excise duty 
on automobiles which 
acts as a curb on the 
use of motor cars for 
personal use. To what 
extent it should be re¬ 
duced to encourage mass 
transportation is a perti¬ 
nent question. If neces¬ 
sary, the measures can 
be enforced through 
suitable regulation or 
by legislation even. 

) Various measures to 
improve the efficiency 
of fuel uses Should be 
taken urgently, 

(a) The efficiencies of the 


machinery, equipment 
and appliances should 
also be increased as for 
as is practicable from 
techno-economic con¬ 
siderations. 

(b) The Fuel Policy Com¬ 
mittee seems to have 
recommended that a 
National Fuel Effi¬ 
ciency Service should 
be instituted as early 
as possible. This should 
have centres at various 
regions aud at various 
industry levels and 
should be provided 
with sufficient autho¬ 
rity to ensure the right 
kind of fuel and the 
optimum level of 
efficiency as recommen¬ 
ded on technical 
studies. 

(c) Steps should be taken 
to modify or improve 
the design of the indi¬ 
genous thermal equip¬ 
ment with the specific 
objective of reducing 
the requirements of 
oil. 

(d) There is need for a 
long term concentrated 
effort on research and 
development directed 
towards seeking and 
wherever possible, 
providing alternative 
and cheaper sources of 
energy. The Fuel 
Policy Committee has 
recommended the under 
taking of R & D work 
on coal gassification 
and pipeline transport 
of gas. Work for the 
development of bat¬ 
tery powered light 
vehicle should also be 
taken up. There is 
also need for develop' 
ing techniques by which 
energy could be gene¬ 
rated on a relatively 
small scale near the 
actual places of con¬ 
sumption. When fuel 
cell technology is well 
developed, it should 
be possible to use 
small cells id remote 
villages. 

(vi) The success of various 
measures for substitution 
and conservation of 
energy will largely de- 


pend?on tbe'cpoperatio 
of all concerned lik 
technologists, the peopi 
and the governmen 
agencies enforcing the*. 
measures. It has to b 
realised that the cost oj 
creating additional powc 
capacity is currently large 
considering the addition; 
al expenditure require: 
for the development oj 
coal and oil source! 
Its impact on pooj 
countries like India , 
severe. j 

India occupies Jj 
special position in tliij 
respect in view of ljj 
wide dispersal of its emj 
mows population ov^ 
lakhs of villages. Tl:$ 
cost of distribution <{jj 
electricity required f.j| 
economic devclopmc^ 
of our rural areas wuuy 
therefore involve gig.nj 
tic expenditure ai^ 
effort. The oil con 
with the four-fold ml 
crease in prices of im¬ 
ported oil has great & 
aggravated this problem 
for India which has 
be faced with the 
seriousness of purpo$ 
and concerted effort i| 
correct direction in imi$ 
to avoid all wastes 0:31 
adopt the substituih$j 
dictated on techno-ccon# 
mic grounds. For t'/fc 
purpose, the organic® 
tional set up needs i 
be rc-vitalised. T,$ 
pooling of functions |j 
the new ministry i 
Energy is a step in ii 
right direction. It is niJ 
required to review 
energy position pcrio(|| 
caily. Moreover, ffieS 
should be regional eneri 
policies which should I 
integrated into a natioS 
policy. 9 

Alternative Sources of Energil 

—The potentialities of 
ditional and alternative sours 
of energy are well-known B 
mankind for many yc M 
Apart from the discoveries ■ 
new sources of oil and cfl 
the sun, the wind, and tifl 
are natural sources of povfll 
Solar energy has great potfl 
tials particularly in count® 
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t as India which gets con* 
ous sunshine for a major 
of the year. No doubt, it 
fmg currently used by some 
trial unit as in the case 
reparation of salt by Tata 
micals and others. Wind 
generators and devices 
t. a role to play in the 
te supply of energy and 
jficant developments are 
jg place or are 
Ifn to have taken place in 
peed countries. But the 
|ct is likely to be small, 
ingdamsto harness the 
is expensive and is appli- 
, according to experts, 
in a few spots where the 
rise and fall enough to 
such projects cconomi- 
Wider uses of such 
s can be expected only 
sufficient technical pto- 
has been made in this 
ion and the long range 
smission of power bc- 
more efficient. 

»l Power 

Ico-thermal power is 
to be an ideal source 
$e it is clean and its fuel 
Fitly renews itself as in 
gcase of hydro-eJcctric 
These are however 
rly few places in the 
hot springs bubble to 
rfacc, or can be tapped 
lie conventional drilling 
Is. Experiments how¬ 
’ll? are going on in the 
ced countries, with 
Native schemes which, 
essful, will make geo- 
ill power available to 
pad. 

Squeezing oil Irom tar 
|fand oil shales are techni- 
jfeasiblc and often pro- 
tin important source of 
It appears that China 
Recently adopted some 
is to increase oil pro- 
from these sources; 
id, crude oil production 
greased from 30 million 
to 50 million tonnes 
tn 1972 and 1973, and it 
|wn that this is inclusive 
fextracted from coal and 
Technical Research 
be diverted more 
is this end. 

Doal gassification is 
pt source of additional 
This is produced in a 
limiter to natural gas and 
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h&s technical possibilities of 
using in car engine! It would 
however, be more useful in 
substituting oil. 

—Nuclear power seems to 
be the best hope for solving 
future energy requirements 
of the world. Its development 
is however beset with many 
problems as actually observed 
in fission reactors. These pro¬ 
blems relate to safety and 
environmental devices which, 
it is feared by experts, may 
never be perfected, in the so- 
called fast breeders. As regard 
fusion reactors there are con¬ 
flicting vie** as to whether 
electricity can be produced by 
this means at all, in view of 
the fundamental problem of 
controlling very high tempera¬ 
ture so far unknown to man. 
It is however known that if 
fusion reactors ultimately prove 
feasible, as is reported from 
the break-throughs achieved 
in USSR and the USA, un¬ 
limited source of power would 
be available to mankind. 
Perhaps this is a far cry in 
India today. 

—The alternative sources 
of fuel require considerable 
research effort for proper 
development. Whether India 
can afford the expenses for 
such research effort is doubt¬ 
ful. There should however be 
attempts by our technical 
people, even though limited by 
funds and technical know-how. 

Price Policy 

—There should be a rational 
price policy in the energy 
sector. The price fixed for 
any fuel such as coal, oil or 
electricity should enable the 
industry to earn a return of 10 
per cent on the investment 
made. Differential pricing 
might be adopted in cases of 
coal of different qualities which 
should reflect the value of 
specific quality supplied to the 
consumers. The producer price 
of crude produced in India 
should be atleast equal to the 
long term cost of producing 
crude in India and the differ¬ 
ence from the international 
price should be collected by 
government as tax. This is in 
effect to provide the refineries 
with crude at international 
prices. 

—The general questions be¬ 


fore the conference on the 
subject of demand and supply 
of total energy are the follow¬ 
ing: 

—4s the current pattern of 
demand for different fotms of 
energy as revealed by the con¬ 
sumption data economic? 
Should coal form the mainstay 
of our energy supply in the 
near futur? If so, to what ex¬ 
text can coal be substituted 
for oil on techno-economic 
grounds? How far it is advis¬ 
able and fesaible to shift the 
consumption of heavy stock 
oil to light distillates? To what 
extent can the pace of substi¬ 
tution of coal for oil pro¬ 
ducts be accelerated? 

What suggestions can be made 
for more conservation of scarce 
fuels—not the use of coking 
coal limited to metallurgical 
purposes only? To what extent 
a non-essential uses of oil 
and the level of comfort bas¬ 
ed on current use of oil pr- 
products can be curbed in 
the democratic country like 
India? fs legislation required 
for the purpose, and if so, at 
what stage and in which areas 
and to what extent? 

—To what extent efficiency 
of appliances including machi¬ 
nery can be improved for con¬ 
servation of scarce fuels? 
Should not more publicity for 
efficiency suggestions of the 
NPC be given? To what extent 
efficiency of different machi¬ 
nery and appliances using fuel 
be standardised? How to im¬ 
plement the suggestions for 
wider acceptance? 

II 

Problems of Different 
Types of Fuel 
Coal 

--Coal is by far the world's 
most abundant energy resource 
In our country too, more than 
half of the energy is generat¬ 
ed by coal in one form or the 
other. This primary fuel has 
one of the highest forward 
linkage effects having a direct 
or indirect bearing on the gro¬ 
wth of almost all the indus¬ 
trial activity. Basic industries 
such as iron and steel depend on 
coal; more than half of power 
generation is coal-based: the 
railway are one of the major 


consumers of coal and con¬ 
struction industries such as 
bricks and cement require 
coal. Hence the un in Irrupted 
and adequate supply of this 
important primary fuel Is un¬ 
disputed. 

Additional Resources 

The discovery and develop¬ 
ment of massive additional 
resources in the Middle East 
and North Africa from the 
1950s led to a ready availabi¬ 
lity of cheap oil supply and a 
gradual erosion in the market 
for coal which continued till 
the present time. In our conn- 
tary as well more and more re¬ 
liance was placed on oil as 
compared to coal The railways, 
one of the major con¬ 
sumers of coal went ahead 
with their dieselisation of tra¬ 
ctions and tlie demand for coal 
slumped in the 1960s. Indus¬ 
trial use of oil was also on the 
increase. However, with the 
recent development in the 
international oil front, it is be¬ 
coming clear both from short 
and long term point of view, 
coal must be taken as the ma¬ 
jor primary source to meet the 
energy requirements. 

The national coal reserves 
are estimated at present at 
about lit billion tonnes. This 
figure may go up when the 
reserves of the exploratory 
work are known. We have, 
therefore, subsantial reserves of 
this primary fuel. 

Our problems of coal i&, 
therefore, related more to the 
anticipated increase in its 
demand, particularly in view 
of substitution of oil, and the 
consequent need to increase 
its production and to facilitate 
its transportation. The coal 
industries position has to be 
considered in the context of 
the current supply situation 
and its requirements in the 
Fifth and successive Plan 
period! The current produc- 
of coal in the country is 
around 81 million tonnes in¬ 
cluding lignite. The require¬ 
ments of coal by the end of 
the fifth Plan have, been asses¬ 
sed at 165 million tonnes al¬ 
though a target of 135 million 
tonnes has been set. 

The order of increased pro¬ 
jects is quite large. Looked at 
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ill the context of shortfall* in 
the achievement of target 
in the third and fourth Plans, 
tikis will call for massive 
organizational efforts ai.djn- 
vestment. Much of additional 
demand will come from the 
electric , power and the 
steel sectors. For this suitable 
advance action is called for. 
The current national produc¬ 
tion of coal is around SI mil¬ 
lion tonnes; the target for 
1974-75 is 8S million tonnes 
which has been recently scal¬ 
ed down from 95 million tonnes. 
U is unlikely that the prod¬ 
uction target will be achieved. 

Coal Crisis 

—The country has been fac¬ 
ing unprecedented coal crisis 
for the last two years. Steel 
plants, railways, power houses 
cement factories, textile nulls 
tea gardens and others includ¬ 
ing domestic consumers are 
facing shortages of coal. Seve¬ 
ral trains have been cancelled 
in different railway zones due 
to scarcity of coal. 

- -Another problem related to 
the deterioration in quality of 
coal produced. India's reserves 
are largely of inferior quali¬ 
ties. Besides, coal supply to 
consumers is mixed with shales 
stones and other foreign mate¬ 
rials. This increases coal con¬ 
sumption in factories and 
damages the boilers. 

If coal is to play the role 
of the primary source of 
source energy in the country, 
it is essential to prepare well 
in advance a carefully planned 
perspectives of coal produce 
lion. The inferior qua lily coal 
in* the country further under¬ 
lines the need for suitable 
action for exploitation of the 
known reserves under a well- 
coordinated plan. The develop¬ 
ment of washerics h an essen¬ 
tial part of coal production. 
Power Supply to collieries and 
washrics should be maintained 
at an adequate and uniform 
level and suitable steps taken 
for an uninterrupted supply. 

As the coking coal reserves 

are likely to get exhausted 
in about 40 ycors’ time efforts 
need to be taken now for the 
conservation of coking coal. 
Its use for non-metallurgieal 
purposes should be severely 
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restricted and, if necessary, 
controlled by legislation. 

The requirements of coal 
for industries is likely to rise 
steeply in the next two deca- 
dcsto about five times the 
current level, particularly in 
view of the need for restrict¬ 
ing the use of oil in boilers. 
Location of industries in 
future years has, therefore, to 
be carefully planned, which 
have to be dovetailed into the 
Plan for coal production and 
transport. In order to ensure 
a steady uninterrupted sup¬ 
ply of coal to industrial con¬ 
sumers which will be asked to 
depend more on coal, coal 
dumps will have to be set up 
in major industrial centres 
and regions. 

—Separate plans for deve¬ 
lopment of coal mines near 
Haldia and Pradcep for ex¬ 
port to Burma, Bangladesh 
and Pacific areas without 
affecting domestic supply have 
been proposed by the Fuel 
Policy Committee. 

—Research studies should 
be conducted for studying the 
feasibility of transportation of 
coal by pipelines for super- 
thermal power stations of 1000 
MW capacity or more. 

—The Fuel Policy Com¬ 
mittee has suggested the set¬ 
ting up of a committee to 
assess the indigenous capacity 
in the manufacture of coal 
mining machinery which 
should study the existing capa¬ 
city, fix import requirements, 
take steps to standardise the 
equipment and plan for pro¬ 
duction of sufficient quantity 
of spares which are in short 
supply. 

—The Fuel Policy Com¬ 
mittee docs not foresc any large 
size gas plants at pit-heads 
because of the difficulty of 
transporting gas for indus¬ 
trial and domestic uses to 
large distances. In major cities 
such as Calcutta and Bom¬ 
bay gas plants with smaller 
capacities are considered to be 
a viable proposition. 

One of the special fea¬ 
tures of the Indian coal re¬ 
serves is that it is concentrated 
largely in the eastern region 
and to a lesser extent in the 
north and western region 
which together account for 


nearly 95 per cent of the total 
known deposits. This means 
that there should be an ad¬ 
equate and efficient transport 
system for the distribution of 
coal to the centres of con¬ 
sumption which are spread all 
over the country. The deve¬ 
lopment of an efficient trans¬ 
port system for coal assumes 
a greater importance in the 
context of the need for sub¬ 
stitution of fuel oil by coal in 
boilers used by industry and 
for power generation. This is 
further enhanced by the re¬ 
quirements of soft coke for 
domestic and otger purposes 
which have to be transported 
from the Bengal-Bihar coni 
fields to the urban centres at 
considerable distances from 
the coal fields. 

—Rail transport seems to 
be the most economical way 
of transporting coal particu¬ 
larly to long distances. At 
present 90 per cent of the coal 
despatches arc by the railways. 
It is, therefore, essential that 
the performance of the rail¬ 
ways in movement to consum¬ 
ing centres all over the coun¬ 
try must be substantially 
imporved. The railways 
have always pleaded that 
the wagons required for 
movement of coal are not in¬ 
adequate although the mini¬ 
mum guaranteed number of 
6600 daily to the eastern and 
the south-eastern railways has 
never been achieved by the 
railways. On the other hand, 
there has been persistent short¬ 
age of wagons for rail move¬ 
ment although currently the 
situation seems to be some¬ 
what easier than a few months 
back. The need for augment¬ 
ing the wagon fleet should be 
caiefully examined and wagon 
building should be planned 
well in advance and imple¬ 
mented with the highest prio¬ 
rity. The efficiency of railway 
transport of coal should also 
be examined by all possible 
means. 

—Transport and coal by 
railway should have to be 
suitably supplemented by other 
forms of transport. Transport 
of coal by road is now un¬ 
economic except for short dis¬ 
tances particularly after 
the increase in oil prices. 
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Although. India hits a la 
coastline, movement of c. 
by shipping has not picked 
for one reason or the olii 
The use of inland waiter tra 
port is limited. The main b 
den for transporting coal 
consuming centres has tc 
borne by the railways in fui 
years. This underlines : 
need for streamlining the r; 
way transport system for 
smooth supply of coal a 
ensuring the available c. 
resources to the centres 
consumption. Without p 
per coordination of the r. 
way movement, efforts at 
creasing production of c 
would not be useful. Tra 
portation of coal must 
cosidercd as a part and p, 
cel of our energy policy. / 
equate attention must be \\ 
to careful planning of railv 
transport with respect 
augmentation of the \\;\i 
fleet, additional line capau 
yard capacity, signalling ;t 
communication which woi 
facilitate speedier turnr^ 
of wagons. 

Main Issues 

The main issues before i 
Conference in respect of <. 
are the following: 

—-If coal is to play 1 
primary role in the supply 
energy in future, in what in 
ncr should the future exp 
tation of coal mines to 
planned to make the best , 
of the available resource 1 
Are coking coal still he 
used for non-metallui^ 
purposes? If so, what arc! 
ways of preventing m 
national wastes? What ot 
suggestions can be made 
conservation of coal i 
ources? 

—If the use of oil in 
dustria! furnance and 
power generation are to 
reduced to the minimum, v 
steps can be recommit 
for ensuring uninternip 
supply of coal to industry 
power plants which are loo 
at great distances from 
coal producing centres? ■ 
coal dumps near the ini 
trial and other consult 
centres being planned $ 
ciently for this purpose] 
research being, conducted 
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y e the efficiency of boi- 
“^jlngcoal? 

ire adequate steps being 
|to maintain and increase 
il production as anti- 
' in the fifth Plan? Have 
for an uninterrupted 
of power to collieries 
lasheries been ensured? 

mining equipment and 
^sufficient? Arc imports 
: being arranged well 
knee? 

j^rc proper steps being 
jto ensure an adequate 
uninterrupted flow of 
consumers by a pro- 
kniiing of the railway 
pent? 

Oil 

recent history of eco- 
devclopment through- 
world underlines the 
|ancc of oil. The emer- 

i "of the automotive age 
ht years has proceeded 
hand with the growth 
Stroleum industry all 
fie world. There has 
i>nie significant trans- 
loti in the commercial 
[fsources as well which 
|largely in change over 
solid fuels to 
|fue!s. In India, oil 
Mon has grown rapidly. 

refinery output of 
!?.l million tonnes in 
fie output of petroleum 
have grown to 19.1 
tonnes in 1973. 
frtroleum products have 
er of desirable proper- 
[tonne of oil combined 
it virtue of possessing 
|iume than u tonne of 
yhile yielding 50 per 
pore energy so that 
Irtation costs decline 
|tially below those of 
fading, unloading and 
also are facilitated 
md oil is subject to 
tage in transit than 
bums more cleanly 
more controllable fa¬ 
in many applications 
fcrmal efficiency is 

( fore the Plans, most 
emand for petroleum 
s of India were met 
ports. In 1950, against 

I ry output of 0.21 
tonnes, consumption 
oleum products was 
ion tonnes and im~ 
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ports in 1950 came to 2,99 
million tonnes worth Rs 51,8 
crores. Crude oil output also 
increased from 0.26 million 
tonnes in 1950 to 7.2 million 
tonnes in 1973. 

Refining Capacity 

—Most of the refinery 
capacities were set up during 
the Plan periods. From a 
capacity of hardly half a 
million tonne, the refinery 
capacity increased to 23,3 
million tonnes by 1970. The 
fourth Plan target for 1973- 
74 was placed at 28 million 
tonnes of refinery capacity 
of which about 25 million 
tonnes capacity were to come 
up according to the pro¬ 
gramme, 

—The demand for pet¬ 
roleum products has been 
rising rapidly over the last 
two decodes at a rate of about 
9.4 per cent per annum. If 
consumption is not curbed 
deliberately the likely demand 
for oil products is expected to 
rise over 36 million tonnes 
by 1978-79. This could be 
met only by an installed capa¬ 
city of about 39 million 
tonnes which is I he capacity 
target set for the fifth Plan. 

The requirements of 
crude oil have risen from 0.2 
million tonnes in 1950 to 20.5 
million tonnes in 1973, By 
the end of the fifth Plan a 
through put of 36 million 
tonnes of crude oil is envisa¬ 
ged for the refinei ies. 

The main problem of 
oil as a source of energy is 
the supply of crude oil to the 
refineries. Crude oil output 
has, no doubt, been increased 
by exploration activities of 
the ONGC and Oil India. 
The maximum output of 
crude has been in 1972 at 
7.37 million tonnes. The 
fifth Plan programmes en¬ 
visages a crude output of 12 
million tonnes. If the refinery 
programme of the fifth Plan 
has to be achieved an import 
of nearly 24 million tonnes of 
crude has to be made. 

A new dimension has been 
added in the problem of crude 
supply by the increase in oil 
prices by the chief oil pro¬ 
ducing countries. Imports of 
12.3 million tonnes of crude 
in 1973 cost Rs 144 crores 


but by 1973 the cost has gone 
up to Rs. 242.4 crores for an 
import of 13,4 million tonnes. 
There has been father increa¬ 
ses of prices since then, and 
the same level of imports, it 
is estimated, cost more than 
Rs 1000 crores at current 
prices. The import bill of the 
crude required for the fifth 
Plan tajgct will on present 
prices come easily to more 
than Rs 2000 crores which 
is evidently beyond the ability 
of the Indian economy. The 
impact on the balance of 
payments position and the 
foreign exchange required 
would be prohibitive. 

New Sources 

The solution to this basic 
problem can be met chiefly 
by finding new oil sources 
within the country’s boundary 
and off-shore through inten¬ 
sive exploration activity. This 
is a long term measure. The 
short term measures should 
aim at economising the use 
of petroleum products by 
various means. 

The first suggestion is 
for reducing the demand for 
petroleum products by cutting 
all non-essential consumption. 
At present there are various 
types of petroleum products 
required for different uses. 
Amongst the major consumers 
are: road transport, power 
generation, industry, fertilizer 
and chemical production, civil 
aviation, etc. Uses like power 
generation, transport, fertilizer 
production and some cssen* 
industrial use like Iron and 
Steel fall in the more essential 
categories and the scope for 
substitution or rcdection is 
limited. There is however 
more scope for reduction of 
fuel oil in certain industries 
according to some investiga¬ 
tors. 

This can be done only on 
selective basis in view of 
the urgent need to increase 
industrial production. Reduc¬ 
tion in the consumption of 
other petroleum products like 
HSDO, kerosene, motor spirit, 
etc, has been closely examined 
by some investigators whose 
estimate for saving in the 
consumption of petroleum 
products is about 20 per cent 
of the current consumption 


of about 23.5 million tonnes. 

—One way of conserving 
the oil resources is to reduce 
tiie consumption of kerosene 
oil in the rural areas by al¬ 
ternative sources of energy. 
Apart from rural electrifica¬ 
tion, an useful method is the 
Gobar Gas plant. This should 
be possible in view of the 
social benefits of the nutrient 
production possible from 
these plants in addition to less 
atmospheric pollution and 
has been strongly recommen¬ 
ded by the Fuel Policy 
Commilee. Many gobar gas 
plants have already been set 
up in the country but not 
much is known about their 
actual working or their actual 
impact on saving in the use 
of kerosene. These should 
be more widely publicised 
among rural people and made 
readily available in rural 
areas. 

Hydrocracking 

--There have been some 
suggestions for diversion of 
heavy slocks like fuel oil 
and re-processing them through 
a process called ‘hydrocrack¬ 
ing’. It has been suggested 
that such diversion can lead 
to reduction of oil imports 
by about seven million tonnes 
and of the import bill by 
nearly Rs 450 crores Such 
proposals for diversion should 
be carefully studied and given 
serious consideration. 

■ —Conservation of petro¬ 
leum fuels should also be 
care fully studied. Thus, in¬ 
creasing efficiency of the 
appliances, particularly in 
industries should enable larger 
savings in consumption of 
fuels. The National Produc¬ 
tivity Council has set. up a 
Fuel efficiency Service a 
decade ago to advise the 
industries as to how to avoid 
wastage of fuel and energy. 
This service Iras benefitled 
several hundreds of industrial 
under-takings and has helped 
training about two thousand 
engineers in the tcchiqucs of 
efficient utilisation of fuel. 
There should be greater pub¬ 
licity, if not enforcement 
through legislation, to persuade 
industry to adopt these tech¬ 
niques for conservation of 
petroleum products. 

--Diesel isation of the 
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railways should be stopped 
forth-with and steam traction 
should be depended on for 
the future development, of 
railways. 

--Certain other measures 
for immediate conservation of 
petroleum are heinj* thought 
of and implemented in certain 
western countries. Amongst 
these measures are encourage¬ 
ment of community transport 
instead of individual transport, 
restriction on petrol con¬ 
sumption in automobiles and 
commercial vehicles by speci¬ 
fying limits for the automobile 
manufacturers, etc Some of 
these are being adopted more 
or less in these countries, and 
as suggested by the National 
Productivity Council. 

Pattern of Consumption 

--The pattern of refinery 
production and the pattern 
of consumption of refinery 
products do not necessarily 
coincide. Thus, light distillates 
such us motor spirit, naphtha, 
etc. constitute about 17.8 
percent of the production but 
the consumption was 14.76 
percent ofthejtotal consump¬ 
tion in 1973. Production of 
middle distillates like kero¬ 
sene, HSDO etc. in 1973 was 
51 per cent aginst a consump¬ 
tion of 47 percent, and pro¬ 
duction of heavy ends like fuel 
oil, lubricants wax etc. con¬ 
stituted only 30 per cent against 
a consumption of over 33 
per cent. 

'--Alternative sources for 
extraction of oil should also 
be explored fully. Squeezing 
oil from tar sands and oil 
shales and converting low 
quality coal to gas are tech¬ 
nically feasible. While a tar 
sano project is known to 
involve large capital invest¬ 
ment, extraction of oil from 
shales should be promising. 
China seems to have increa¬ 
sed its crude oil production 
from seven million tonnes in 
1%3 to about 30 million tonnes 
by 1973, In 1973, Chinese 
crude oil production came to 
a total of 50 million tonnes 
which it is understood, is 
inclusive of oil extracted from 
coal and shale. Serious con¬ 
sideration slum Id be given 
to this possibility with the 


help of technologists. 

Substitution of Oil 

—Substitution of oil by 
other sources of energy should 
also be explored fully. In rural 
areas there is extensive use 
of kerosene for lighting and 
cooking. Nearly half of the 
consumption of kerosene is 
for cooking purpose and 
about 40 per cent for lighting 
purposes and 10 per cent for 
miscellaneous uses such as 
village street 1 ghting, railway 
signal lamps, preparation of 
gas for laboratories in educa¬ 
tional institutions, cleaning 
equipment by the Army, full 
in some small scale units, etc. 
Construction of gobar gas 
plants and expediting the rural 
electrification work for village 
lighting seem to be the prac¬ 
tical possibilities for substi¬ 
tution of kerosene by other 
sources of energy. Use of 
kerosene in railway signal 
lamps can be stopped quickly 
by substitution of lights fed 
from the mains or where this 
is not available by means of 
portable units powered by dry 
cells or batteries. 

The main issues arc : 

-Explorations for new oil 
sources within the shores and 
olT-sh >rcs being imperative, 
the question is whether ex¬ 
ploratory activities are carried 
on sufficiently and efficiently. 
Arc the technical staff 
adequate in number and 
sufficiently trained? Arc the 
equipment necessary and 
sufficient? 

—Is it not possible to 
pursue the new oil findings 
such as the off-shore ones 
more vigorously and expedi¬ 
tiously? 

- 'One way of improving 
the crude supply would be to 
explore the possibility of joint 
ventures with OPEC countries. 
Some beginnings are also 
made as is reported in Iran. 
Are we moving sufficiently 
in this direction through 
d i pi omat ic pro pa ga n d a n n d 
other activities? 

Is the pattern of refinery 
production economic and effi¬ 
cient? Does it require chan¬ 
ges? If so, in what direction? 

If the pattern of consump¬ 
tion must necessarily differ 
from the pattern of refinery 


production are there are 
ways of conversation of parti¬ 
cular oil products? If so, 
what are the fields in which 
this could be done and what 
are the means by which it 
could be enforced? 

Electricity 

One of the basic require¬ 
ments of agricultural and 
industrial progress is the deve¬ 
lopment of electricity. In 
India, power generating capa¬ 
city has been installed dvring 
the British days. But the use 
of electricity was limited, and 
the per capita consumption in 
1947 was as low as 13 kWh. 
Power generating capacity in 
1950-51 was only 2.3 million 
kW. 

—Power generating capa¬ 
city increased largely during 
the Plan periods. The capacity 
increased to 18.87 million kW 
by 1973-74. 

—Despite this increase, 
per capita consumption of 
electricity in India is one of 
the lowest in the world being 
113 units in 1973-74 as against 
13,000 units in Norway, 6,500 
units in USA, 2,300 units in 
Japan. It is projected to 
increase to 185 units by the end 
of the fifth Plan. 

- -Targets of power gene¬ 
rating capacity to be installed 
during the Plans have never 
been achieved—there being 
shortfalls uf varying magnitude 
between 15 to 35 per cent, the 
shortfall in the fifth Plan 
however was about 50 per cent. 

—Although the physical 
targets were not achieved 
actual investment has all 
through the Plan exceeded the 
Plan targets. 

—Electricity generated per 
unit of installed capacity has 
been on the average low. The 
highest achieved in any year 
was about 3620 units generated 

Electricity Generated and 


Planned Addition (mill. kW) 
Achievement (mil. kW) 

Shortfall % 

Planned investment (Rs. Crores) 
Actual Investment (Rs. Crores) 


per kW of capacity. The 
figures for some power plants 
are:Neltore 7,900 units; Tata 
Electric 6,760 units; Bokarc 
3,960 units; CESC 3,74( 
units; Durgapur 2,860 units 
Ennorc 2,700 units. 

—At the beginning of th< 
Plan, about 76 per cent of tin 
power plants were thermal and 
21 per cent were based or 
hydro-electricity. By 1973-74 
the share of hydro plants in¬ 
creased to 36.9 per cent where 
as that of thermal plant catn< 
down to 60.0 per cent and 3 
per cent of the plants wer< 
nuclear. Planned additions p 
generating capacity during th< 
fifth Plan are 16.55 miUior 
kW consisting of 6.42 millior 
kW of hydro plants, 9.42 o 
thermal plants and 0.7j ; 
million kW of nuclear plants. 

—The power supply poxi 
tion has been consistently fall 
ing short of requirements fo 
nearly two years. The averap 
shortfall in supply has been o 
the order of 25 million unit 
per day. The shortfall anti 
cipntcd in November was 3 
million units against an t\l 
India requirement of 21 
million units per day. Th 
point to uote is that allhoug 
there are some states like R; 
justhan, MP, Kerala, Gujara 
Bihar, Orissa etc. where th 
requirements and availabilit 
match each other, there is cor 
sistent deficit in all the ot.h< 
states. The power shorlag 
in the industrial centres sue 
as Calcutta and Bombay ltav 
particularly hit industrial pro 
duction adversely. The los§ i 
industrial production has 
estimated at several crores" < 
rupees. Markets in forcig 
countries have been lost as i 
the case of iute manufactures. 

One important cause ft 

Investment—1950-69 to 1969-74 


Fourth PI; 
1950-69 1969- 

18.60 9.; 

11.99 ,4.i 

35.5 &.( 

3196 244' 

6416 298! 
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There most be 
somethin 




In October 1974, Escorts 
completed its 30th anniversary. 
To mark this occasion, the 
people of Escorts are doing a 
little introspection. Asking 
themselves some searching 
questions. 

Looking back: Just 30 years 
ago, Escorts started as a small 
agency house. Today it is 
playing a vital role in enlarging 
the country's agricultural and 
industrial base. And the Escorts 
fraternity now includes over 10,000 
shareholders, 6000 workers and 
over 1500 small scale ancillary 
units making various 
components * sharing the fruits 
of success. 


Where did all this success 
come from ? 

The answers 

Escorts is no longer just the 
genius of one or two men. It is 
a conglomerate of talents. Of a 
group of enlightened peopie. 
They have been able to motivate 
and spur the company to great 
achievements. 

Escorts has never made 
anything fancy. There, perhaps, 
lies the secret of its continuous 
growth. All Escorts products ■ 
agricultural and industrial 
tractors, motorcycles and 


scooters, auto and railway 
ancillaries - satisfy the core 
needs of the country : 
Agriculture, Transport, 

Industry. Growth, dictated by 
the needs of the people and in 
step with national objectives. 

Escorts has been able to 
project itself into the future. 
Anticipating tomorrow’s needs. 
Researching and developing 
n<fw, improved concepts. 

And finally, there’s that 
and&finabk something - call it 
lire,' genius, madness - of people 
in Escorts, which refuses to be 
confined; that transforms 
everything that comes within 
its ken. 


30 years. Our investment for the future. 
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the shortage of power is short¬ 
fall in the achievement of 
power generating capacity 
targets. Power projects are 
generally under the adminis¬ 
trative responsibility of the 
state electricity boards or 
special authorities except for 
some projects taken up directly 
by the centre. Delays occur¬ 
red in the installation of power 
generating capacity for a 
number of reasons such as 
preparation of feasibility stu¬ 
dies, delivery of power gene¬ 
rating equipment, diffusion of 
responsibility for the power 
supply industry between a 
number of departments and 
organizations of the govern¬ 
ment, etc. Nearly two-thirds 
of the delay in the installation 
' of plants in the fourth Plan 
were attributed to the delay 
in the delivery of main equip¬ 
ment, a quarter of delay was 
due to non-completion of 
civil works and the remainder 
due to delay in finalization of 
agency, etc. 

Effective Steps 

—The deficiency in power 
project implementation is due 
largely to the fact that modern 
methods of management and 
performance budgeting were 
not being utilised. It is under¬ 
stood that effective steps are 
being taken for evaluation and 
progress of the implementa¬ 
tion of power projects in the 
ministry of Energy at present. 
This is expected to remove 
these important deficiencies. 

—The organisational set 
up of the power supply indus¬ 
try has also been responsible 
for the delay and shortfall in 
the achievement of targets. 
The organisational structure 
of the power supply industry 
is complex; the responsibility 
is diffused; a number of mat¬ 
ters coming under the pur¬ 
view of the power organisa¬ 
tions involve other depart¬ 
ments and ministries of the 
government which causes de¬ 
lay in taking decisions and 
implementation. The need for 
a single eentralised agency 
has been felt and recommen¬ 
ded by various study teams 
and seminars (such as FICC1 
Power Seminar in August, 
1978). 

—‘It is understood that 


government have already 
taken effective steps in this 
direction by revitalisation of 
the Central Electricity Autho¬ 
rity and the Regional Electri¬ 
city Boards. This authority 
should have the ultimate res¬ 
ponsibility for formulation of 
national power policy and 
planning of power projects; 
watching their progress and 
having ultimate rc&ponsbility 
for the implementation. It is 
also hoped that coordination 
of inter-state subjects in 
power supply, administration 
and development will also be 
better by the reconstitution of 
the organisational structure 
of the power supply industry. 

Improved Management 

--The management of the 
existing power plants and 
transmission lines needs also 
to be improved to a considera¬ 
ble extent. The under-utilisa¬ 
tion of power generating capa¬ 
city already installed leads to 
national waste. This can be 
improved only by improving 
the efficiency of working of 
power plants and their main¬ 
tenance. The supply of spares 
and components should be 
planned in advance. In parti¬ 
cular, the spares for the old 
plants are often not available. 
Either a stock has to be kept 
or some indigenous units 
should be asked lo produce 
the spares when required by 
suitable adjustment in the 
capacity of the plants. Faci¬ 
lities should be provided for 
overhauling and maintenance 
to avoid breakdowns and forc¬ 
ed outages. There is need for 
a well-trained staff. 

—Transmission losses in 
India are one of the highest. 
All-India average of transmis¬ 
sion losses in India is about 
17 per cent as against 6 to 10 
per cent in foreign countries. 
Amongst the reasons for high 
transmission losses are inade¬ 
quacy of inter-connections, 
inadequate size of conductors, 
low power factors and lack of 
integrated operation, unautho¬ 
rised tapping of energy, sanc¬ 
tion of additional loads in 
advance of adequate transmis¬ 
sion facilities, etc. Transmis¬ 
sion losses can be reduced by 
various means such as setting 
up of high voltage lines, expe¬ 


diting the work in respect of 
inter-state links which have 
been falling short from Plan 
to Plan and through better 
management of the power 
supply industry. The new or¬ 
ganisational set up should be 
in a position to reduce this 
loss to a considerable extent 
through better coordination 
of work between the states 
and the central authorities. 

—Captive power plants for 
self-generation and use by in¬ 
dustry at present constitute 
abont 10 per cent of the total 
installed generating capacity. 
The Fuel Policy Committee 
has discouraged captive power 
plants. But in view of the 
persistent power shortage for 
two years it has been increa¬ 
singly felt that important sec¬ 
tors of industry should be al¬ 
lowed to have more captive 
plants so that production in 


some vital sectors does not 
fall short due to jpower short¬ 
age from the public utilities. 
Government have been sym¬ 
pathetic to consider proposals 
in selective cases on merits. 
There are also cases when in¬ 
dustrial undertakings have ac¬ 
tually been using for renova¬ 
tion of old and discarded gene¬ 
rating plants. This should be 
encouraged. Even import of 
usable second-hand plants 
from abroad should be allow¬ 
ed. On the part of the in¬ 
dustry, it will be useful to con¬ 
sider integration into the State 
Grid System, so that whenever 
feasible, surplus power if any, 
could be provided to the state 
grid. 

—As a matte* of fact, in 
view of the acute shortage of 
power almost all over the 
country which has been per¬ 
sistent for nearly two years. 


1 I NI DAL ! 

INDIAN ALUMINIUM 
COMPANY. LIMITED 

1 Middleton Street, Calcutta 700016 


Call Notices in respect of the 
Final Call on Indal partly-paid 
Ordinary Shares have been 
mailed to registered 
shareholders. 

The Call is payable before 
11 January 1975. 
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ft 1 will be useful for govern¬ 
ment to consider the possibi¬ 
lity of setting up power plants 
and genarating capacity jointly 
with private entrepreneurs. 
The private electricity under¬ 
takings also should be given 
assurance that such under¬ 
takings should not be taken 
over within a certain period 
of time so that it is possible 
for such units to plan their 
power supply programme on a 
definite basis. 

Nuclear Power 

—At present, there are 
two nuclear power plants at 
Tarapore and Rana Partap 
Sagar with a total installed 
capacity of 640 MW. The 
capacity of the latter is under 
expansion to 400 MW and the 
third nuclear station is to 
come up in Tamil Nadu with 
a capacity of 470 MW. The 
percentage share of nuclear 
energy in India already avail¬ 
able is nearly 3.0 per cent. The 
fifth Plan programme com¬ 
prises the commissioning of 
the second unit of the Rajas¬ 
than and the two units of 
the Kalapakkam stations. The 
Atomic Energy Commission 
is at present concentrating on 
the construction of a proto¬ 
type 40 MW fast breeder 
thermal reactor jn which plu¬ 
tonium and thorium would be 
used. When the fast breeder 
reactor come oh line in the 
1980s more plutonium is ex¬ 
pected to be produced to form 
the basis for generation of 
electricity of a million MW. 
Tiie future development of 
nuclear power is essential to 
provide power to. industries 
located for away from coal 
and hydro sources. It is only 
through nuclear power deve¬ 
lopment that divergencies in 
resource endowments in diffe¬ 
rent parts of the country could 
be corrected to some extent. 
Urgent attention therefore 
needs to be given to nuclear 
power development as actually 
had been in go\ eminent plan¬ 
ning today. 

—Moreover, as emphasised 
by the Fuel Policy Committee, 
the realisation of the projected 
nuclear programme depends 
upon the capabilities of the in¬ 
digenous industries to produce 
many sophisticated and heavy 


components and special pumps 
and instruments required for 
the purpose. 

—The Fuel Policy Com¬ 
mittee aas also examined the 
power problem carefully and 
made a number of suggestions: 

(a) The requirements of 
power have been estimated on 
certain assumptions and are 
given in table below. 

In order to maximise the 
generating capacity within the 
funds available and to gene¬ 
rate cheap power a larger 
share of new generating capa¬ 
city to be added in the next 
Plan should be derived from 
hydro stations. Source-wise, 
generating capacities suggested 
are given below. 

(b) In the overall interest 
of the economy more and more 
thermal power stations should 
be located at pit-heads. In 
selective cases location of 
power stations at load cen¬ 
tres should also be given due 
consideration. 

(c) The realisation of the 
nuclear capacities will depend 
largely upon the capabilities 
of the indigenous industry to 
develop expertise for produc¬ 
ing many of the sophisticated 
and heavy components and 
special pumps and instruments 
required for nuclear power 
stations. The nuclear pro¬ 
gramme will also depend upon 
the success in finding new ura¬ 
nium deposits by intensive ex¬ 
ploration work. 

(d) The power projects 
should be sanctioned and exe¬ 
cuted in time and sufficient 
funds be provided for the pur¬ 
pose. 

(a) The relative social cost 
benefit analysis for electrifying 
different areas should be car¬ 
ried out with reference to the 
water potential in that area; 
the possibility of increasing 
agricultural and non-agricul- 
tural production in that area, 
etc. The rural electrification 
programme should be consi¬ 
dered as an integral part of 
an overall rural development 
programme in which the sup- 
ly of electricity is to be one 
of the inputs arranged by 
government. 

(f) The electricity tariff 
should be such as to enable 


the electricity undertakings 
to earn a return of atleast 10 
per cent on the investments 
made, there should be scope 
for discriminating rates of 
tariffs as between peak period 
and off period use, agricul¬ 
tural and non-agricultura! use, 
etc. 

—The main issues in res¬ 
pect of electric power before 
the Conference include the 
following: 

—If the implementation ol' 
power projects are to be given 
top priority and not allowed 
to fall behind the schedule 
during the Fifth Plan, are the 
recent changes and streamlin¬ 
ing of the organisational struc¬ 
ture of the electricity supply 
industry sufficient to ensure 
this? What further sugges¬ 
tions could be made for ensur¬ 
ing that power projects come 
up according to schedule ? 
Are these recent changes take 
care of the question of suffi¬ 
cient funds for the power pro¬ 
jects? If not what suggestions 
could be made? 

—Is the present pattern of < 
generation of electricity by 
coal based, thermal, hydro 
and nuclear sources economic 
and resource-oriented? What 
modifications need to be made 
in future planning of elec¬ 
tric power? To what extent 
power generation by oil-based 

Requirements of Power 


thermal stations heed lo be 
encouraged in the context of 
the international oil situation 
and rising oil prices? 

—What is the role of nuc¬ 
lear power in future policy for 
electricity generation? To what 
extent nuclear power can be 
provided for industrial deve¬ 
lopment of regions which are 
short of coaj and hydro resour¬ 
ces? 

—To what extent can the 
utilisation of installed power 
generating capacity be improv¬ 
ed by better maintenance 
and management? Have pro¬ 
vision been made for the sup¬ 
ply of raw materials lor civil 
works and spare parts and com¬ 
ponents? 

—To what extent rural 
electrification has been res¬ 
ponsible for high transmission 
losses? What are the methods 
of reducing transmission los¬ 
ses? Will the provision of 
high voltage Inter-State links 
and corrective shunt, capaci¬ 
tors be useful in reducing the 
transmission Josses? 

-—To what extent captive 
power plants can help main¬ 
tain production of industry? 
Is it feasible to integrate the 
captive power plants into the 
State Grid System for use as 
stand-by source whenever fea¬ 
sible? 

1978 - 79 — 1990-91 



Forecast of 

Forecast of 

Installed 


Energy Con- 

Energy Re- 

Capacity 

Year 

sumption 

uujrenicrits 



(bil. kWh) 

(bil. kWh) 

(mil. kW) 

1978-79 

100.3 

116.4 

33.6 

1983-84 

167.7 

193.6 

53.0 

1990-91 

320.4 

370.7 

87.3 


Source-wise Generating Capacity of Power 




(Mil. kW) 


1978-79 

1983-84 

1990,?1 

Hydel 

13.00 

20.00 

28.40 

Nuclear 

1.02 

1.90 

8.62 

Thermal 

19.55 

31.10 

50.30 

* !l 

Total .. 33.57 

50.00 

87.32 


N.B» Thermal stations include coat and lignite based power 
stations. 
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11 flights a week to Europe. 
Our 747s fly 8 times a week 
to London, 4 times to Frankfurt, 
5 times to Rome and Paris and 
our 707s twice to Moscow and 
once to Geneva and London. 


NawIMk 

7 flights a week to New York. 
One flight daily by 747 via the 
Middle East and Europe. The return 
trip will cost less than one way 
fare if you fly on our Excursion Fare. 




Thrice a week to East Africa 
707 service direct to Nairobi 
every Friday, via Addis Ababa 
every Monday and Sunday. 



10 flights a week to 
South East Asia. 

Our 707s offer 6 flights a week to 
Bangkok. 4 to Singapore and one 
each to Kuala Lumpur and Jakarta. 


18 flights a week to the 
Middle East. 

5 flights to Kuwait and Beirut, 

3 to Dubai and Bahrain. 2 each to 
Abu Dhabi, Dhahran and Teheran, 
and one to Aden, Muscat, Doha 
and Cairo. _ 


8 flights a week to Japan. 
707 flights 4 times a week via 
Hong Kong to Tokyo and twice 
to Osaka. 



Twice a week to Mauritius 
By 707 direct from Bombay 
without a P form. Budget priced 
package tours available for 
groups of four. 


Twice a weak to Australia. 

By 707 via Singapore to Perth 
8nd Sydney, with easy connections 
for onward flights. 
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IN ANY SCRIPT YOU ORDER: 

ATUL ENSURES GOODS OF 
PROVEN INTERNATIONAL QUALITY 

FOR A FULL RANGE OF CftRECT & ACID DYES, 

TULATHOLS Er TULABAStS. SULPHUR BLACK 
SWETAK AND DYE8 INTERMEDIATES, AS ALSO 
CHEMICALS. PHARMACEUTICAL INTERMEDIATES 
AND PHARMACEUTICALS 


PLEASE CONTACT: 

SALES DEPARTMENT 

ATUL PRODUCTS LIMITED 
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MR*. GANDHI HAS REFERRED 
ADMIRINGLY TO CO10MSHS' 
trick of making an 
EGG STAND OH ITS END. i 







EVERYTHING YOU ALWAYS WANTED 
TO KNOW ABOUT XEROGRAPHY: 


KORESTAT COPIER X 
identical-to- 


Xerography evolved to fill the 
Increasing need for quick, accurate 
distribution of information: 
technical catalogues, bulletins, 
reports, specifications, estimates. 

It is a photoelectric process of 
copying deriving its name from 
the Greek 4 xeros' and 'graphos' 
—dry writing. 

The process is dry, does not need 
chemicals or fluids and takes 
less than 2) minutes. 

KORES is the first to develop 
xerography in India. Xerography 
swept the U.S.A. in the past two 
decades. Now, for the first time 
ever in India, you can get 


ogives you 
the-original copies. 


xerography without foreign 
exchange for an imported machine. 
And without paying over 100% 
import duty for the same. 

More advantages of getting 
a Korostat Copier 

• Push-button-easy to operate 

• Gives superlative dry copies on 
ordinary paper or other material 
in contact, enlarged or reduced 
sizes. 

• Makes litho masters—both paper 
and metal plates—to be used on 
any offset printer to run off 

as many copies as you need. 

• Comes in 3 models with 
versatile sttachmsms. 


• After-sales-service expertise le 
FREE I 

Whatever your business, you 
need a Korostat, in the accounts 
department: for general 
administrative reports, bulletins, 
charts, statistics, invoice ledger 
sheets, drafting floor plans, 
drawings, letters... 

The uses are only limited by your 
imagination. 

The sleek Korestat Copier is 
push-button-easy to operate, takes 
up very little room and time. 

Pick up the 'phone: we'll meet you 
with fiee advice for your 
requirements and s demonstration. 
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iTime to think 


The killing of Lalit Nafayan Mishra has 
shocked and saddened us. It cannot be 
otherwise, the political and personal 
Introvcrsies which crowded his last days notwithstanding. The prime minister 
|oke of him as “large-hearted.” That he was and more; for there were many personal 
tributes of his which made it easy to like him. A children’s book version of every 
lie’s good uncle, he was, in fact, a very unlikely candidate for assassination. 
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Yet the fact remains that he was murdered. It is clearly the first duty of the ccnt- 
tl government not only to bring Mishra’s murderer or murderers to book but also to 
vestigate and bring out the full story of the crime to its last detail. This much the 
ding party owes to the man and his memory. There is little doubt that it had 
ade full use of him in its politics of power or money and there must always persist 
ie thought that Mishra’s life or at least his public life would have ended better 
id he been less committed to his party's interests in which he no doubt saw his 
vn included. 


Time to Think 

Dual Pricing and its Merits 
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I The prime minister has lost a. political colleague who had served her well according 
i his lights — and hers. It now remains for her to do the dead man a service. For 
asons best known to herself she had been resisting a parliamentary or olher appropri- 
c or adequate inquiry into allegations of Mishra’s involvement in corruption in 
ivernment or public life. While he was alive there was always a risk that some of those 
,!to made those charges would press them in terms of personal vendetta or partisan 
plitics. That danger has disappeared with his death. It should now be possible for 
ie charges made against him to be inquired into in a dispassionate and objective 
limateof opinion. If Mishra was innocent, the prime minister and her other political 
illeagues cannot belter serve his memory than by making it possible for the facts to 
i established to the satisfaction of his countrymen. If on the contrary he was 
jilty, and should this be proved, he is now past material harm, while his name and 
iputation would not suffer more than it would with all the mud sticking where it has 
:cn thrown. 
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There is, again, a supremely important consideration of public interest which 
lakes it absolutely essential that the allegations of corruption in the central govern- 
ent and the ruling party which have centred in charges against Mishra should be 
ken out of the context of party politics and investigated and judged in terms of the 
iblic’s right to be satisfied of the integrity of those whom the democratic process has 
it in positions of law-givers or rulers. We have lately been seeing how the great 
smocracy of the United States has relentlessly been pursuing the logic of theaccounta- 
lity of the government to the governed and this journal at any rale is not prepared to 
mcede that the citizens of the land of Gandhi are less deserving of this right of people’s 
•vereignty than the men and women of the America of Abraham Lincoln. 

Lesser men in Mrs Gandhi's party scent already to be fearful of these larger im- 
ications of the Mishra murder. Pathetic prisoners of party politics as they are, they 
3 not seem to know any better than try to make political capital even out of a 
^league’s violent death. The present president of the ruling party, for instance, is 
ported to have delivered himself of the opinion that “what was started as an attempt 
t character assassination has been followed up by cruel and loathsome murder.” If his 
ords mean what they seem to do, Mr D.K. Barooah must know more than the rest of 
i seem to do about who had killed Mishra and why. His predecessor in the party 
ist has declared with ill-timed pomposity that fascism has claimed its first victim, 
seems as if Dr Shankar Dayal Sharma is convinced that more murders are in the 
Bug. It even sounds as if he is contemplating the prospects with easy fatalism. As 
ie Times of India has suggested while commenting on a similarly ill-advised pronounce- 
ent by the deputy minister in the Railway ministry, Mr Buta Singh, the nation will 
aly treat with contempt and ridicule any effort on behalf of the ruling party to exploit 
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the assassination of Mishra for inflaming 
public sentiments against political move¬ 
ments in the country which may be exer¬ 
cising their democratic right to protest 
against the abuse of power by the rus*ng 
party or raise debates over issues of public 
interest. 

Deep and large as her personal anguish 
or private sorrow must be over the tragic 
death of Mishra, the prime minister should 
surely lose no time in giving a proper 
lead to her partymen. She herself has 
charged “the forces of disruption which, 
have come to the lore lately” with in¬ 
directly encouraging an atmosphere of 
violence "'which is responsible for this 
dastardly crime/' The prime minister is 
certainly entitled to her view when it is 
expressed in these general terms, although 
some of us might surely wonder whether 
forces of disruption had been only “late¬ 
ly” let loose in our public life. The naked 
and unashamed march of power politics 
in the government of the country since the 
split in the Indian National Congress has 
after all been a rather lengthy process 
spread over quite a few years. 

Whatever may be the verdicts of 

Dual pricing 
and its merits 

Witti.ii ADDKissrNti the Indian Merchants' 
Chamber at Bombay recently, the prime 
minister, Mrs Indira Gandhi, was reported 
to have disfavoured the extension of the 
dual pricing policy to a majoiity of the 
essential consumer products. She said 
that this policy would be acceptable to 
the government only if a certain portion 
of production was made available for vul¬ 
nerable sections of society at prices which 
could be subsidised by the sale of the rest 
of the production. Fxplniuing further 
as to why she was opposed to increasing 
the coverage of this policy in the economy 
she said that she was afraid that the busi¬ 
ness community wanted to have normal 
profits on the mil put surrendered to the 
public distribution system and abnormal 
profits on free sales, And in the process 
the quality of the products meant for pub- 
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particular elections as reflected in the 
size of majority a party may come 
to acquire in the legislature, the fact re¬ 
mains that this country can be governed 
peacefully and constructively only if the 
government of the day is responsive to the 
people's needs and accountable to it for 
its actions in a way which transcends its 
merely formal right to exercise its power to 
the limits of its physical or legalistic do¬ 
mination of the legislature. In any politi¬ 
cal society there will always be disruptive 
forces. U is up to governments coming 
into power through the democratic pro¬ 
cess to ensure that these disruptive forces 
do not become more than fractional or 
marginal. This these governments can do 
only by themselves strictly abiding by the 
rule of law in tetter and spirit. Failure on 
their part inevitably leads to subversive 
forces flooding into the mainstream of 
politics or public life. The prime minister 
has expressed her hope that “the crime will 
induce rethinking in the country and re¬ 
direct political life along saner lines/' 
In this respect as in many others the coun¬ 
try's powerful ruling party and its undis¬ 
puted leader are clearly in the best possi¬ 
ble position to give the right lead to the 
people. 


lie distribution was sacrificed and the con¬ 
sumer got a raw deal, she added. 

U seemed that the prime minister's 
fears were founded on ill-conceived no¬ 
lions of the dual pricing policy. It was 
true that this policy was meant to provide 
support to weaker sections of society by 
the supply of essential commodities at 
cheaper prices. How the prime minister 
had come to the conclusion that the busi¬ 
ness community wanted to have normal 
profits for output surrendered for the pub¬ 
lic distribution system and abnormal 
profits for free sales, was not clear. 
The only commodity in the case of which 
the dual pricing policy had been adopted 
in this country and which had worked 
with remarkable success was sugar, 
(The cotton textiles industry had not tried 
dual pricing policy with the same earnest¬ 
ness as sugar), The sugar factories surren¬ 
dered every year 70 pit cent of their out¬ 
put for distribution to the public at rela¬ 
tively low prices which far from throwing 
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up surpluses for the sugar factories, \va 
the source of substantial losses whict 
were covered by the sale of the free stign 
at market prices. It did what the prinu 
minister wanted it to do under the du;i 
pricing system, i.c. subsidising the supply 
of cheaper sugar to the public distribute 
system which handed out bulk of it amon< 
the poorer sections of society. 

This was abundantly clear from tin 
actual price paid by sugar mills for cam 
purchased by them. For example, thi 
average statutory price fixed by the g<v 
vernment for sugarcane in 1972-73 ii 
east UP was Rs 8.80 per quintal but tin 
actual price paid was Rs 12 per quintal 
In western UP the average statutory prici 
fixed was Rs 9.29 per quintal but the sugn 
mills had paid as much as Rs J3 per quin 
tal. The cane prices actually paid h 
factories in some important sugar produc 
ing regions during 1967-68 were betweei 
Rs 16 and 17 per quintal while the statu 
lory minimum cane price varied bcl 
ween Rs 7 and 8 per quintal. Since th< 
quota sugar prices were fixed on the basi 
of the statutory minimum prices of sugar 
canc it was obvious that the prime minis 
ler's charge that the industry has had nor 
mal profits in respect of quota sugar ant 
abnormal profits on free sugar was no 
based on facts. 

The policy of controls over production 
distribution and prices had not succeeds 
in increasing production in the manne 
envisaged by the planners since the begin 
ning of the first five-year Plan period 
S ugar had been under control for 32 year 
followed by vanaspat i for 27 years, cemen 
for 18 years, fertilisers for 17 years, molo 
cars for 15 years, textile machinery am 
newsprint for 12 years and commercta 
vehicles for 11 years The industry w.i 
rightly against the institution of control 
because it invariably operated as a brak 
on increased investment and consequen 
expansion in production. U had accepts 
partial control or dual pricing of industry 
products as a second preference becauv 
it ha*; operated reasonably well in the cas< 
of the sugar industry. In a recent stud] 
made by the Federation of Indian Cham 
bers of Commerce and Industry entitle* 
"Towards the dynamic economy'’ it wa* 
suggested that the dual pricing poliev 
should be extended to all the important 
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fesential commodities because it combined 
he advantages of protecting the special 
Categories of consumers and at the same 
[me leaving sufficient incentives to 
adustry to expand its productive capacity, 
'his policy ensured that a class of conso¬ 
lers (whom the prime minister termed 
s vulnerable section) got the consumer 
roducts at subsidised prices while in- 
ustry made up the loss from sales to 
ther sections which were able to pay the 
tarket prices. 

Even after havingrecommended the dual 
ricing policy to the government the 
ICC! had rightly pointed that price 
mlrol could be gradually removed if 
reduction could be made to increase, 
he approach suggested was that in the 
isc of commodities which were not under 
*icc control, additional licences should 
? given whenever shortages occurred 
icto inadequate capacity and every faci- 
Ly should be provided to industry to in¬ 
case output so as to match demand 
ithin the shortest possible time instead 
’ subjecting it to price controls. In the 
ise of commodities which were subject 
price control, incentives were needed 
make new investment over expansion 
,>rthwhile. This could be done either 
f waiving price control in respect of 
:w production for a period of three 
:ars or by devising different retention 
ices for different units with a common 
ice for consumers. The pool could 
; operated in the manner that an investi- 
c surplus was generated. 

The course of the Indian economy dur- 
g the past three decades had made it 
mndantly clear that contr. Is in whal¬ 
er form were not conducive to increased 
oduction. Even Gandhiji had advoca- 
d the abolition of controls in the case 
cotton textiles immediately after lnde- 
ndence . The government of India had 
ily recently conceded this point while 
thdrawing distribution and price con- 
>1 on vanaspati, Here was an industry 
lich had an annual nstalled capacity 
more than 1.2 mill’ n tonnes but was 
>t in a position to i pply even 0.5 mil- 
>n tonnes of outpi which was the maxi¬ 
ma demand of t * ntry. This was 
c direct outcon • *. ? controls under 
lich it operate :cing that the basic 
itant, i.e. the rw 'r d supply of raw ma¬ 


terials*(oilseeds) was removed due to good 
harvests for two years, it rightly decontrol¬ 
led the industry ignoring the FICCI 
suggestion of partial control or the dual 
pricing scheme. It did likewise in the 
case of Ambassador and Standard cars. 

The chief merit of the dual pricing 
scheme was that it ensured the supply of 
essential commodities to lower strata 
in society at cheaper prices and fulfilled 
an essential purpose. The success of the 
scheme in the case of sugar clearly demons¬ 
trated that it could be profitably extended 
toother commodities but not to cement or 
steel which were not necessarily consumed 


by vulnerable sections of society. The 
prime minister’s misconception that the 
industry tended to make cxborbitant 
profits both on the quota and free sales 
of products was not based on facts. 
However, the units which tended to cheat 
the consumer through a reduction in qua¬ 
lity could certainly be pulled up. The 
scheme in all fairness needed to be given 
a trial wherever chronic shortages 
in supply had persisted over a long 
period. The performance of the sugar 
industry had clearly proved that produc¬ 
tion could be slowly but steadily 
increased under the dual pricing system 
as well. 


Difficult ways 
and means 
position 

The central government is finding it¬ 
self in a difficult position to meet fully 
Plan expenditure after overcoming com¬ 
pletely the over-runs on non-Plan account 
even with the mobilisation of record 
revenue and capital resources. As in the 
period of emergency in 1971-72 a massive 
attempt has been made 10 increase tax 
revenues with the levy of new taxes in an 
interim budget. The Railways too pre¬ 
sented a supplementary budget. While 
the Posts and Telegraphs department 
has been increasing its revenues with 
higher rates for all its services, jn spite 
of the severe burden imposed on the com¬ 
munity the central government is be¬ 
moaning all the time that the required 
resources are not available for all pur¬ 
poses and there will have to be a consi¬ 
derable pruning of expenditure if the 
overall deficit is not to be allowed to 
exceed the budget estimate of Rs 125 
crores. 

The union Finance minister, Mr 
C. Subramaniam, only, recently indicated 
that the targets for revenues from direct 
and indirect taxes were being more than 
fulfilled. While it will not be correct to 
base any estimates of revenues on the 
collections for the first six months of the 
current financial year, there is no doubt 
that the budget estimates will be easily 


exceeded, the additional amount available 
on revenue account being at least Rs 
100 crores. Capital receipts too may be 
higher than the estimates by even Rs 250 
crores as the profits realised on exports 
of sugar alone will be a minimum of Rs 
125 crores while rupee resources against 
special credits for importing foodgrains 
may fetch another Rs 25 crores. The 
Finance minister will thus have at his 
disposal an extra amount of Rs 350 
crores in both the revenue and capital 
budgets and any over-run on non-Plan 
account should be capable of being 
absorbed especially as net borrowing 
through open market loans will be 
according fully with budget estimates. 

There is however no indication that 
the ways and means position of the 
central government is comfortable as its 
deposits in the Reserve Bank have been 
barely above the minimum of Rs 50 
crores and it was only during the week 
ended December 20 that these deposits 
recorded a rise to Rs 85.62 crores from 
Rs 54.88 crores, with the collection of 
large tax dues. There would have been 
of course a much bigger rise under this 
head but for the cancellation of ad hoc 
securities fora sizeable amount in order 
to neutralise to a certain extent earlier 
doses of deficit financing. This procedure 
is obviously being adopted in pursuance 
of the declared objective of containing 
deficit financing within tolerable limits. 
An analysis of the data available from 
the weekly returns of the Reserve Bank 
shows that the increase in holdings of 
rupee securities, treasury bills and invest- 
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menu in tlie Issue ami Banking depart¬ 
ments between March 28 and December 
20, 1974, has been only Rs 347 crores 
against as much as Rs 639 crores in the 
corresponding period in 1973. This is 
certainly an indication that the creation 
of currency is taking place on a much 
smaller scale than in the previous two 
years particularly as there were earlier 
reports that there had been a throw- 
forward of part of the overall deficit 
of 1973-74 with delayed payment of 
outstanding bills and an increase in the 
pressure on the banking system by 
requiring public sector units to return 
their loans to the government to the extent 
possible and secure the required credit 
from banks. 

The quantum of deficit financing in the 
firsteight months however would have been 
on a larger scale if the government had 
not denied payments against additional 
dearness allowances to its employees. The 
arrears of three instalments alone will be 
around Rs 125 crores while there may be 
additional liability in respect of two 
other instalments for about Rs 40 crores. 
The total commitment may therefore be 
around Rs 265 crores against earlier 
assumption of Rs 212 crores and the 
budget estimate of Rs 120 crores, though 
the full effect of five or six additional 
payments will be felt fully in 1975-76. 
On the basis of an extra commitment of 
Rs 63 crores on account of dearness 
allowances and the increase in non-Plan 
expenditure in other directions the ways 
and means position should not be so 
difficult as it has been so far nor give 
rise to the frequent reports that deficit 
financing may be easily Rs 700 crores. 

It is not also known how the profits from 
sugar export have been utilised up to 
now, There is of course a fairly large 
amount still to accrue in the coming 
months as the higher priced exports will 
be effected only in the first quarter of 
1975. 

There is no justification therefore for 
saying that there will have to be a drastic 
pruning of Plan expenditure on central 
account and a different policy will have 
to be adopted for payment of dearness 
allowances when the required resources 
are in sight. The centre will of course 
have some difficulty in resisting the 
claims of the state governments for 


special assistance for carrying out flood 
and drought relief operations. Even if 
it is stated that there will be no large 
grants and only advance payments will be 
effected against Plan allocations for 
subsequent years, the union Finance 
ministry will still have to find the requir¬ 
ed resources. As election prospects are 
even now being assessed and there is no 
desire to adopt an extremely harsh 
attitude the centre may eventually have 
to find about Rs 250 crores additionally 
for drought and flood relief and for 
implementing a crash programme for 
boosting agricultural production. This 
compulsion is probably worrying the 
government especially as the states may 
not have the required resources for Plan 
purposes if they have also to disburse 
larger amounts by way of additional 
dearness allowances. 

There is however no denying the fact 
that the centre cannot expect to do 
better than it has done so far in respect 
of mobilisation of resources. The addi¬ 
tional dearness allowances will have to 
be paid to the government employees. It 
can perhaps be decided that instead of 
immobilising completely the frozen por¬ 
tion of additional dearness allowances the 
centre may be allowed to divert the 
frozen portion for Plan purposes. This 
will in effect mean an increase in the 
borrowing of the government by over 
Rs 135 crores. Along with the other 
receipts it should not be difficult to main¬ 
tain Plan outlay at the desired levels and 
yet avoid large-scale deficit financing. 
There can of course be changes in allo¬ 
cations on Plan account for releasing 
larger funds for core projects. On no 
account however should there be any 
serious shortfall in Plan expenditure on 
central account as this will affect seriously 
the calculations of many industries. 

The government can hope even to 
raise additionally Rs 100 crores through 


tap sales out of reissue of earlier loa® 
if there is no aggressive demand for fur 
from industry and trade in the next tin 
months and banks are not feeling i 
comfortable. It can also be decided tl 
the remaining impounded cash batanc 
of Rs 120 crores should be released wi 
a lowering of the cash reserve ratio 
three per cent from four per cent. T 
Reserve Bank has deliberately or otin 
wise adopted this policy for securi 
resources for the government. The liqi 
dity ratio was raised 10 33 per cent fro 
32 per cent when the cash reserve rat 
was reduced by two per cent from sevi 
per cent. With a further reduction in th 
ratio to four per cent in December tl 
last phase of the borrowing programn 
has been successfully completed. In t- 
first two phases, an aggregate amount j 
Rs 41607 crores was raised. In the thif 
phase there were two reissues for I 
75 crores. 

The lists for 5\ r>er cent 19 
loan and 6 per cent 1988 loan we 
opened on December 28, 1974, and close 
on the same day on being fully subscribe 
As the notified amount was Rs 75 cror 
the target of Rs 498.36 crores for w 
borrowing has been fulfilled, It wou 1 
not be surprising if in the name of coi 
taming deficit financing there was s 
attempt to raise additionally Rs 1( 
crores through fresh rc-issues befoi 
March as stated earlier and adopt 
flexible credit policy. Since major dec 
sions arc involved and compiicati 
accounting procedures have to be con 
pleted, the revised estimates for 1974-1 
on both revenue and capital accoufl 
have more than usual significance. | 
can only be said now that the goverj 
ment could not have been more succt^ 
full in mobilising resources than it hi 
been in the current year and if thd 
is nevertheless a large uncovered gi 
it has only itself to blame for m 
managing its resources budget properly 
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Indo-Bangla 
trade prospects 

1 rof, D.P. Chattopadhyaya, our Com- 
ierce minister, and Mr Mustaq A limed, 
is counterpart in Dacca, have expressed 
le hope that the new Indo-Bangladesh 
adc agreement would give a big boost 
) the flow of,goods between the two 
ountries. Similar sentiments were cx- 
ressed by the Commerce ministers when 
le first Indo-Bangladesh trade agreement 
ra& signed in March 1972. But, despite 
jany favourable factors, Indo-Bangladesh 
■adc failed to gather momentum and the 
upee payment arrangement had to be 
bandoned. The switch-over to payment 
i freely convertible currencies with 
fleet from January 1 is expected 
y contribute substantially to the 
xpan&ion and diversification of trade but 
lis will be possible only if New Delhi and 
)acca learn the appropriate lessons from 
ast experience. 

The protocol signed in New Delhi on 
tecember 17 refers to the detenni- 
ation of the two countries to increase 
nd improve their two-way trade. There 
s no doubt that if both countries make 
inccre efforts in this direction, the results 
ill be mutually beneficial. India is in a 
osition to supply a vast variety of tradi- 
tonal and non-traditional products which 
langladcsh has been importing from dis- 
int countries. Especially the engineering 
[idustrics of India can offer consumer 
[oods and also industrial machinery, 
pare parts and many sophisticated equip¬ 
ment. At the same time, Bangladesh will 
ind in India a large and profitable market 
or many of the goods that she can export. 

The trade agreement of September 1973 
tad in fact identified many items for ex¬ 
tort from India and for import from 
langladesh. It had envisaged that India 
tauM export coal valued at Rs 60 mil- 
ion, unmanufactured tobacco for R$ 52 
lillion, raw cotton for Rs 75 million, cot¬ 
on yarn fot Rs 20 million and cotton tex- 
iles for Rs 10 million. There was also pro- 
ision for the export of other items such as 
•icycles, pharmaceuticals, chemicals, spices 
nd sports goods. The main products to 
»e imported from Bangladesh under this 
greement were raw jute for Rs 200million, 
'“esh fish for Rs 35 million, newsprint for 


Rs 45 million, besides other items. The 
Indo-Bangladesh agreement, signed in 
New Delhi on May 17, 1974 by Mrs Indira 
Gandhi and Sheikh Mujibur Rehman, 
also provided for the expansion of trade 
in some directions. India had agreed to 
provide three credits totalling Rs 410 mil¬ 
lion to Bangladesh to be used to finance 
the cost of imports from India of railway 
wagons, coaches, and other equipment, 
power equipment, agricultural and other 
industrial machinery. 

But the trade did not expand, as en¬ 
visaged in the previous agreements, mainly 
because Bangladesh did not have suffi¬ 
cient surpluses for export of certain items 
while, in the case of others, she found it 
more profitable to sell them against free 
foreign exchange, Dacca, on the other 
hand, complained that India's STC and 
the MMTC had not been able to deliver 
the goods at the time and in the manner 
they were expected to do under the 
agreements and that, in some cases, the 
quality was not according to specifications. 
But it is expected that, under the system 
of payment in free foreign exchange, both 
countries will have the inducement and 
incentives to sell to each other. 

It is not clear from the protocol what 
exactly will be the role of the private sec¬ 
tor in promoting the trade between the 
two countries. In the protocol that was 
signed recently between India and Pakistan 
it was specifically stated that trade would 
be conducted on a government to govern¬ 
ment basis in the initial stages. It is hoped, 
however, that, in developing trade with 
Bangladesh, New Delhi will not only allow 
but even cucourage the private sector to 
play its part. The state trading agencies 
will, of course, continue to have an im¬ 
portant role but, surely, it will be an ad¬ 
vantage to the country to avail itself of the 
experience of the business community in 
building up this trade. The import re¬ 
quirements of Bangladesh arc substantial 
and will continue to increase steadily in 
the coming years. It will therefore be 
necessary for Indian exporters to know 
what specifically are the various goods 
that are being imported by Bangladesh, 
the countries which are supplying them, 
and the prices at which they i$re obtained. 
India's Commerce ministry should instruct 
the export p:om>tioa councils and the 
o.nmiity board* to taks a special inte¬ 


rest in developing trade with Bangla¬ 
desh by exchanging delegations and study 
teams, by arranging exhibitions and fairs, 
and by opening showrooms in Dacca and 
other commercial centres. 

A major impediment to the promotion 
of Indo-Bangladesh trade has been the 
absence of transport facilities by sea, river 
and road. The services provided by the 
Shipping Corporation of India and the 
Bangladesh Shipping Corporation were 
said to be irregular and inadequate. 
New Delhi and Dacca should immediately 
look into this problem and see to it that 
transport facilities are readily and prompt¬ 
ly available on both sides at reasonable 
costs. 

The protocol gives no indication as to 
whether the two countries have any idea 
to evolve a joint approach in regard to 
jute. When Bangladesh came into exis¬ 
tence it was widely expected that both 
Delhi and Dacca would actively cooperate 
with cadi other in regard to various as¬ 
pects of the development of the jute in¬ 
dustry and thereby counter effectively the 
threat from synthetics. But so far neither 
the governments nor the industries in 
both countries seem to have given serious 
thought to this question. 

It is indeed surprising that the new 
trade protocol has evoked practically no 
interest in West Bengal although this state 
is ideally situated to be an important sup¬ 
plier of a variety of goods to Bangladesh. 
The West Bengal government has often 
pointed out that the share of this state 
iu India's foreign trade has declined in 
recent years due to various reasons. But 
now that the power situation in West 
Bengal has improved and industries are 
able to step up their production, it should 
be possible for this state to find a market 
for her various goods in Bangladesh es¬ 
pecially those of the engineering, chemical, 
pharmaceuticals and other industries. 
About two years ago, the state govern¬ 
ment had set up a cell in the secretariat 
for promoting the trade with Bangladesh. 
But this cell has remained inactive. In 
view of the new export opportunities 
that arc now available in Bangladesh, the 
government of West Bengal should take 
the necessary steps to enable its industries 
to sell their products in this market at 
their doorstep. 
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floss-producing 
complicated profiles 
up to1500 mm in length 
is a challenge for any 
copying lathe. 



And HMT can prove it. 

If you are producing in bulk, intricate profiles 
demanding repetitive accuracy, your needs have far 
outgrown a centre lathe. What you should be looking 
for now is one hundred percent uniformity and quick 
changeover. Un every single piece that you load. 

Operated by punched-card programming for a four-cut 
cycle, the HMT S-Pilote is your solid, big bet. 

Here's why: 

• On complex profiles up to 1500 mm in length, 
the S-Pilote offers sustained accuracy. 

• The punched-card optimises production and 
the same card can be used for repeat operations. 

• In mass-production, the S-Pilote maintains 
high precision. Its nitro-ailoy hardened steel 
strip slideways and rigid induction hardened 

bed ensure sustained accurate movements. 

_____ Big plus-points: 



Only Hfir S-Pilote 


• Huge mass-production batches can be 
accommodated. 
• A wider tange and a variety of profiles 
can be copy turned. 
• Accuracy and precision assured. 
• Auxiliary slide with simultaneous 
operations can achieve reduced 
cycle time. 

• Unique principle of piloting ensures 
constant feed with respect to spindle 
rotation: at the same time resulting 
m minimum wear on moving elements. 

HINDUSTAN MACHINE TOOLS LIMITED 

36. Cunningham Road 
Bangalore 560052 
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Pieaea tend me detailed literature j 

free of cost, on the HMT S-Pilote, | 
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irons of won 
7 arm size, productivity tvs* 
and some related aspects 


farm management studies conducted 
he ministry of Agriculture provided a 
Ith of data to examine the efficiency 
ndian agriculture. A number of con- 
ions were drawn from these studies 
he different workers which had their 
ing on economic policies (sec Sen 
: Mazumdar 2, 6; Hanumantha Rao 
; Khusro 5; Rudra 9, 11; Saini 12,14; 
a Rani 15; and Bhattacharya 16). 
? of the important findings of these 
lies was that there existed significant 
ercncc in factor intensities and input- 
put ratios between different size classes 
farms. More specifically it was ob- 
'ed that (i) the output per acre is in- 
idy related to the size of farm as 
isurcd by area; (ii) the input per acre 
al cost including payment for all the 
ors of production) is inversely related 
iize of farm; (iii) the profit per acre is 
:et!y related to size of farm; and (iv) 
farms are operating at constant re- 
is to scale. The last three conclusions 
c accepted by most of the economists, 
wever, the first conclusion, i.c. the out- 
per acre is inversely related to size 
farm, started a controversy and wor- 
s in this field offered different cxplanu- 
bs for this relationship (see Sen l, 4; 
izumdar 2, 4; Hanumantha Rao 8; 
dra 11: Sanyal 13; Usha Rani 15; and 
ittacharya 16). 

it opportunities 

luring the last decade yield increasing 
hnology, such as high yielding short 
ation varieties of crops, increased use 
chemical fertilizers and pesticides and 
lanced irrigation facilities, have opened 
t opportunities for rapid growth 
agricultural production and realisa- 
ti of higher income per unit of area, 
nsequently, it was felt that the rela¬ 


te Rajvir Singh is Assistant Professor of Agri- 
ural Economies at G.B. Pant University of 
•culture and Technology, Pantnagar, and Mr 
.. Patel is the Head of Division of Dairy Eco- 
ucs and Statistics at National Dairy Research 
itutc, Kamul 

The percentage area under Mexican varieties 
/treat was taken as an index of adoption of 
technology. 


tionship of output and input with the size 
of farm might have changed (see Saini 14; 
and Bhattacharya lo). However, the em¬ 
pirical work lo examine the relation¬ 
ship of output and input with farm size 
in the context of recent technology lias 
been limited. Therefore, the present study 
is an attempt at examining these rela¬ 
tionships in an area which has been well 
exposed to latest technological develop¬ 
ments. 

Meerut district of Uttar Pradesh which 
has the top rank according to agricultural 
development in the state was selected for 
the present study. Out of 20 blocks of 
the district, the blocks where the holdings 
were consolidated prior to l%8 were 
arranged in descending order of the per¬ 
centage area under Mexican varieties of 
wheat". F irst two blocks from the top 
were then selected and the same criterion 
was used to select two villages from each 
block. 

personal verification 

The data on the operational holding of 
all the farmers of these four villages were 
collected from local revenue officials and 
were verified by personal enquiry. All the 
farms were, then, arranged in an ascending 
order with regard lo size of operational 
holdings. Those lop farms, which 
occupied one-third of the total area of all 
farms, were classified as small farms; the 
next slab of the farms occupying another 
one-third of the total area were categorised 
as medium farms; and the remaining farms 
were termed as large farms. Thus, small 
farms comprised operational holdings 
of less than three hectares, medium farms 
three to less than 5.5 hectares and large 
farms 5.5 hectares and above. Sixty farms 
from each block were selected at random 
according to probability porportional to 
the number of farms in each size class 
and the total sample, thus, included 120 
holdings in all. 

The selected farmers were interviewed 
personally with the help of specially struc¬ 
tured schedule and the data on the physi¬ 
cal input-output of the crops, prices of 


inputs and outputs, wages of labour, 
fertility of land (consolidation assessed 
value fixed for each plot by the revenue 
department of the state at the time of 
consolidation of holdings) and on the 
inventory of all the assets were collected 
pertaining to agricultural year 1969-70. 

dependent variable 

To examine the relationship between 
output and farm size an equation of the 
form, Y~a X h may be fitted where Y may 
be taken as output per hectare or total 
output of the farm. However, it has been 
widely observed that the use of per hec¬ 
tare data introduces an element of non- 
lineaiity in the data. Therefore, per farm 
data were used as dependent variable and 
the size of farm in standard hectare as an 
independent variable. In this case re¬ 
gression coefficient of land would be posi¬ 
tive hut less than unity if output per 
standard hectare declined with the size 
of farm; positive and equal to unity if 
output per standaid hectare remained 
same with the size of farm; and positive 
and greater than unity if the output 
per standard hectare increased with the 
size of farm (7). The fitted equation bet¬ 
ween output and farm size was as follows: 

Log Y—3.6125 J-LOSJI*** log Xi 
(0.0662) 

N — 120 R^-0.8153 
where 

Yr Gross returns on the farm in rupees 
Xi—Size of farm in standard hectares! 

Coefficient of multiple determina¬ 
tion. 

N ~ Number of observations. 

The regression coefficient of farm size 

ft he area was standardised using the assessed 
value uf land as an index of fertility fixed for each 
plot by the Revenue Department of Uttar Pradesh, 
therefore, 


where, 

.X - Size of farm is standard hectares 
A( Area of one plot in hectares 
Vi---Assessed value of the plot in annas. 
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was positive and significant at one psr cent 
level indicating that the total output per 
farm increases with an increase in farm 
size* Though the regression coefficient 
with respect to farm size was greater than 
unity, but the difference was found signi¬ 
ficant only at 30 per cent level which may 
not be considered as an appropriate level 
to conclude a positive relationship bet* 
ween output per standard hectare and 
farm size. However, it may be concluded 
that in the context of recent technology 
there is no indication of inverse relation¬ 
ship between output per hectare and farm 
size and, therefore, the hypothesis of in¬ 
verse relationship is rejected on the sample 
farms. 

The inverse relationship of output per 
hectare and farm size in the farm manage¬ 
ment studies was attributed to the fact 
that the small farms were using more in¬ 
put per unit of area than the large farms. 
Therefore, an attempt is made here to exa¬ 
mine the relationship of total cost with 
farm size by fitting the following equation: 

Log €^3,6089+0.9311*<* log X 
(0.0392) 


A. Inputs 

1. Human labour (days) 

(0 Family labour 
(ii) Hired labour 
Oil) Total 

2. Bullock. Jabour (days) 

3. Machinery and implements (Rs) 

4. Growth promoting inputs (Rs) 

B. Gross returns (Rs) 

€. Total cost (Rs) 

IX Profit (Rs) 


where 

C— Jotal cost on the farm in rupees 

X^Size of farm in standard hectares. 

The regression coefficient of farm size 
is positive and significantly less than unity 
at 10 per cent level indicating that with an 
increase in farm size there is significant 
decrease in the total cost per standard 
hectare. Therefore, the explanation of 
output being constant or increasing with 
farm size does not lie in the total 
cost which showed a decreasing trend. 
It may only be attributed to the 
use of growth promoting inputs which 
showed increasing trend with farm size. 
From the table below it may also be 
observed that the use of conventional 
inputs such as human labour and bullock 
labour per standard hectare is decreasing 
with an increase in farm size while the 
use of growth promoting inputs and 
machinery and implements is increas¬ 
ing with the farm size. 

To examine the relationship of profit 
and farm size the following equation was 
fitted taking per farm profit as dependent 


227.05 

112.49 

45.65 

136.35 

61,33 

146.69 

168.37 

120.48 

288.39 

259.18 

214.02 

256.82 

95.46 

81.29 

. 71.43 

83.77 

143.33 

154.00 

290.30 

190.80 

849.00 

1015.15 

1018.81 

908.79 

4252.45 

5081.65 

5174.25 

4791.58 

3709.78 

3612.23 

3445.70 

3599.67 

542.67 

1469.42 

1728.53 

1191.91 


MOTIIF HB 

variable and farm size as indepen 
variable: 

Log P-L2237+2.0521*** JogX 
(0,$750) 

N=120 R*^0;i832 

where, 

P=*Profit on farm in rupees 
X-Size of farm in standard hectar 

The regression coefficient in this ca 
positive and significantly higher than i 
at 20 per cent level of significance 
eating that at this level the profit per y 
dard hectare is increasing with farm 
This finding supports the earlier find 
that the profit per unit of area and i 
size are positively related. 

The examine the nature of return 
scale on the sample farms, the fo!l<>\ 
Cobb-Douglas type of equation was fi 
to the data. 

hi b B ba b* b„ b* 

Y-- a Xi Xi X, X 4 X.X. 

where 

Y —Gross returns on the farm 
rupees. 

Xi--Arca of the farm in standard \ 
tare. 

X s -Plough unit (comprising one j 
of bullock and one man associi 
with that) in days. 

X,-— Irrigation in hectare-ccntimed 
X*---Manures and fertilizers in rupi 
Human labour in days. 

X«—Machinery and implements 
rupees. 

Out of two variables which had li 
inter-corrclation only one, which Shoi 
higher correlation with returns, was 
tained in the equation. In the final eq 
tion only those variables were retai 
whose coefficients were significant at l< 
at 20 per cent level and the same wen 
follows: 

0.3770*** 0.3759* 

Y—59.2463 Xi X, 

(0.1005) (0.1040; 

0.4830*** 

(0.0859) 

N« 120 R 2 —0.8704 £bi-1.2359 

S.E.(sbi)*=O.0 

In the Cobb-Douglas type of equatj 
the regression coefficients indicate direJ 


Human labour; The actual number of labour used for crop production. 

Bullock labour: I he actual number of bullock pair used for crop production. 

Machinery and implements: The annual depreciation on machinery and implements. 

Growth Promoting Inputs: Expenditure on fertilizers, manures, pesticides, seed and irrigation. 

Gross Returns (Yj: Value of main product as well as by-product of the crops grown on the 
farm evaluated at harvest prices. 

Total Cost (C). All cash and kind expenses on the farm comprising wages of hired labour, value 
of bullock labour — hired and owned, seed and manures, (farm produced and 
purchased) fertilisers, irrigation charges, interest paid iij cash, depreciation on 
implements, rent paid and rental value of owned land, interest on owned fixed capita) 
excluding land and imputed value of family labour. 

profits. (P,»: Gross returns (Y) minus, fo»al cost (C). 


N — 120 R 2 —0.8817 


Levels of Labour and Capital Inputs and Estimates of Returns, Costs and Profits 
Per Standard Hectare on Farms in Meerut District (1969-70) 


S. Hems Small Medium Large All 

No. Farms Farms Farms Farms 


Cl 
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elasticity of production of each input 
and the sum of these elasticities indicates 
the nature of returns to scale. The return 
to scale is decreasing, constant or increas¬ 
ing as the sum of elasticities is less than, 
equal to or greater than unity. The sum 
of elasticities is 1.2359 which is significant¬ 
ly higher than unity at one per cent level 
indicating increasing returns to scale in 
the area under study. Therefore, the hy¬ 
pothesis that Indian agriculture is operat¬ 
ing at constant returns to scale is rejected 
in the context of the new agricultural 
technology. 

testing the validity 

The present study has been directed to 
lest the validity of some of the conclu¬ 
sions drawn from the farm management 
studies in the context of recent tech¬ 
nological development. More specifically 
the following were tested: (1) the output 
per acre is inversely related to size of 
farm: (ii) the input per acre (total cost in¬ 
cluding payment for all the factors of pro¬ 
duction) is inversely related to size of farm; 
(iii) the profit per acre is directly related to 
size of farm; and (iv) the farms are opera¬ 
ting at constant returns to scale. The 
data were collected from 120 farms of 
Meerut district pertaining to agricultural 
year 1969-70. Special attention was given 
itt every stage of selection, viz. district, 
blocks and villages, so that the sample 
farms could have been well exposed to 
atest yield increasing technology. 

The conclusions may thus be summed 
up as follows: 

1. The gross return per standard hec¬ 
tare does not have any,indication of in¬ 
verse relationship with the farm size. 

2. The total cost per standard hectare 
showed an inverse relationship with farm 
iizc. 

3. The profit per standard hectare is 
ncreasing with the farm size. 

4. The sample farms are operating at 
ncreasing returns to scale. 

Therefore, the hypotheses of inverse 
elationship between farm size and pro- 
luctivity and constant returns to scale 
■vere rejected in the area under study while 
■he other two were accepted. Based on 
he findings of this study it may well be 
suggested that similar types of studies 
>hould be conducted in different agro- 
■limatic regions of the country before re- 
iucing farm size by introducing down¬ 


ward land ceiling which may result in 
drastic cut in total agricultural produc¬ 
tion. 
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1 India produced from 20 to 23 million tonnes 
of coal each year in the pre-war days. This supply 
being inadequate to meet the country’s require¬ 
ments substantial imports had to be obtained front 
South Africa and elsewhere amounting in 1937-38 
to 79,000 tons. In contrast lo this is the present 
acute shortage in coal supply which is not likely, 
it is strongly feared, to reach even the compara¬ 
tively low target of 21 million tons fixed for the 
year 1944-45. Lack of essential machinery and 
equipment continues to cause wonies and the 
government have so far been able only to give the 
information that they have deputed two officials 
in the USA and the UK to arrange for the import 
of machinery. Transport has also ton in pa it 
at least a source of trouble. It has been calcu¬ 
lated, for instance, that total wagons required for 


the transport of coat from the Bengal and Bihar 
coal-fields are about 2,000 per inonffi. Of this 
till some time back only a naif seem to have been 
made available. But the worst difficulties have 
a’ isen out of a shortage of labou r supply and in¬ 
stead of taking steps to remove ihc causes res¬ 
ponsible for labour’s repulsion to work in the coal¬ 
fields the government con'ented i*sclf with the ret* 
rogadc step of legalising women miners’ entry into 
the mines and with half-measures like the lifting 
of the military and the PWD out of the miner la¬ 
bour market. The cost of living in the mining 
areas is reported to have increased by about 300 
per cent, and government have sanctioned a dear¬ 
ness allowance of about 50 per cent! The miners* 
standard wages, it should be noted here, are bet¬ 
ween Rs 5 and 9. 
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The world had nothing before it got zero 

India introduced the concept. The Sanskrit name tor the 
figure was SDnya meaning void. India was the first to use 
it in the modern form. The earliest inscription dates back 
to 800 A.D. But there is evidence in Indian scriptures that 
the zero was used centuries before. 

In this and other spheres Indian talents have enriched 
the world. We at L&T try to continue the tradition by 
enriching life through industrial development. We design, 
manufacture and instal plant and equipment for every vital 
industry—steel, cement, fertilizer, paper and pulp, nuclear. 
Leading companies like Toyo Engineering, Snam Progetti, 
Humphreys and Glasgow, Davy Powergas have called on us 
for complete engineering, manufacturing and construction 
services in and outside India. 

Who are we? A major industrial complex strategically 
located to serve the developing world. The success of our 
service lies in the individual talents of over 10,000 people In 
our network of offices all over India. 

LARSEN & TOUBRO LIMITED 

P.O. Box 278, Bombay 400 084 
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Around south-east Asia i?T 


I 

The Philippines 

President : Fernand E. Marcos 
Exchange Rate : 15.663 Pesos^-£l 
(£l=US $2,317) 

The outbreak of hostilities between 
government forces and Muslim secession¬ 
ists in 1974 to some extent detracted from 
the country’s recent impressive economic 
performance. However, attempts have 
been made to reduce tensions in the 
southern Philippines, Since the declara¬ 
tion of martial law in September, 1972, 
the Philippines has established diplomatic 
gelations with many east European na¬ 
tions and is also moving towards estab¬ 
lishing ties with both China and the Soviet 
Union. 

Considering the disruption caused by 
floods in July-August 1972, the economic 


growth rate of 10 per cent recorded in 
1972 was impressive. The value of agricul¬ 
tural output rose by 11 per cent,, manufac¬ 
turing by 12 per cent and mining by 8.7 
per cent. The government has introduced 
many measures in the past two years 
designed to promote economic growth. 
These include the establishment of the 
National Economic Development Autho¬ 
rity, substantial expenditure on transport 
improvements, and the overhaul of the 
tariff, customs and tax systems. How¬ 
ever, the main factor behind the recent 
improved economic performance has been 
a favourable movement in the terms of 
trade. As a result of the increase in world 
commodity prices, the value of exports 
rose by 65 per cent in 1973 to P 12,147 
million. The major commodity exports 
were coconut products (P2,385 million), 
wood (P2.217 million), sugar (P2,051 
million), and copper (PI,896 million). 


In addition, foreign investment has been 
increasing and a large number of long¬ 
term development loans have been arrang¬ 
ed. Tourism has also been growing in 
importance and the net result was that 
a relatively substantial balance of pay¬ 
ments surplus of $671 million was achieved 
in 1973; by the end of July. 1974, inter¬ 
national reserves totalled $1,517 million, 
an increase of $667 million over the previ¬ 
ous twelve months. 

However, this rapid economic expansion 
has not been achieved without cost. The 
emphasis on exports has led to a number 
of artificial shortages in domestic markets, 
such as the construction industry, and, 
with consumer prices rising by over 17 
per cent in the first six months of 1974, 
many groups of workers have seen their 
real wages declining. While the internal 
shift of resources towards business firms 
might be welcome insofar as it permits the 
expansion in investment necessary to main¬ 


tain a high rate of economic growth, 
nevertheless, to a large extent the move 
conflicts with the attainment of an equit¬ 
able distribution of wealth, a major target 
of President Marcos’ New Society. 

The government is taking a relatively 
optimistic view of the country's economic 
prospects and has set a target growth 
rate of seven per cent for the current year. 
In a four-pronged approach designed to 
counteract any recessionary tendencies 
President Marcos announced early in 1974 
that short-term investment projects would 
be given priority, as would the continued 
expansion of exports and the encourage¬ 
ment of foreign investment and overseas 
loans. The government is also actively 
encouraging the development of Manila 
as the next financial centre of south-east 
Asia and has opened the domestic banking 
system to direct investment by foreign 


banks. Moreover, earlier forecasts qf a 
balance of payments deficit in 1974 have 
recently been revised and a payments sur¬ 
plus was projected. If a surplus is not 
achieved, the government will be able to 
utilise the standby credits of some $800 
million which were arranged by the 
Central Bank earlier in 1974. In the imme¬ 
diate future much depends on the trend 
in world commodity prices and on the 
government’s success in tackling the prob¬ 
lems of domestic inflation and political 
disturbances. 


Philippines : Value of Trade 

(Total trade in millions of Pesos) 



Exports 

Imports 

Balance 

1967 

3,199 

4,143 

-944 

1972 

7,351 

8,165 

—814 

1973 

12,147 

10,710 

1.437 


II 

Malaysia 

Prime Minister: Tun Abdul Rnzak 

Exchange Rate: M$5.607-£l 

(£1 — US $2,317) 

In the general elections held in August, 
1974, the ruling parly returned to power 
with an overwhelming majority. Malay¬ 
sia has recently established diplomatic 
relations with China, and other countries 
of the Association of SoutJi East Asian 
Nations (ASEAN) arc expected to follow 
suit. Economic expansion has been ted 
bv the trade sector, exports accounting 
for 48 per cent of GNP in 1973. Malay¬ 
sia is the world's leading exporter of rub¬ 
ber, tropical hardwood, tin, palm oil and 
pepper. As a consequence of the com¬ 
modity boom, the Malaysian dollar which 
joined the ‘floaters' in June, 1973, appre¬ 
ciated by nearly 10 per cent on a trade- 
weighted basis against the currencies of 
the major trading partners by the end of 

1973. Unemployment, estimated at 7.3 
per cent at the end of 1973, is moderate 
by Asian standards. Inflation presented a 
problem: consumer prices were rising at 
an annual rate of 23 per cent by March, 

1974. However, remedial measures taken 
by the government effectively halted and 
brought the rate down to only 13 per cent 
by June. 

Increasing importance is being attached 
to economic development reflected by the 
fact that while federal government current 
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expenditure h to rise by six per cent 
over 1973, development expenditure is to 
increase by il per cpnt. Tnc 1974 budget 
provides lor current expenditure of 
M$3,470 million and development ex¬ 
penditure of MSI,402 million. Current 
revenue is to total MS3,537 million nd 
the overall deficit is mostly to be financed 
by domestic borrowing. 

The industrial sector is gradually assum¬ 
ing an important role. Manufacturing 
output, which averaged a 12 per cent an¬ 
nual growth rate over the last five years, 
increased by 19.2 per cent in 1973 and is 
forecast to generate 23.3 per cent of 
GDP by 1980, compared with 13,6 per 
cent in 1970. In 1973, the government 
approved 473 new projects which are 
expected to create 81,000 new jobs at a 
cost of M$545 million — this is around 50 
per cent higher Ilian in 1972. Manufac¬ 
tured exports, excluding tin metal, were 
estimated to have increased by 46 per cent 
in 1973 reaching MS 730 null ion. 

Export earnings registered 50 per cent 
increase in 1973, which also saw a welcome 
diversification of the export sector. Rub¬ 
ber was still the major export earner, but 
accounted for only 33 per cent of exports 
compared with 55 per cent in 1960-.timber 
for the first lime took second place with 
22 per cent cent, tin accounted for 13 
per cent and palm oil exports contributed 
seven per cent. Imports increased 
by 29 per cent mainly in respone to 
the high level of aggregate demand 
following the export boom. Manu¬ 
factured goods, machinery and trans¬ 
port equipment accounted for just over 
56 per cent. Singapore, the EEC, Japan 

and the United States took almost three 

quarters of total exports and supplied 
three-fifths of imports. Total reserves 
stood at US $1,508 million at the end of 
June, 1974, an increase of IJS $222 mil¬ 
lion over June, 1973. 

reasonably optimistic 

While the overall picture of the econo¬ 
my is reasonably optimistic, the major 
ftaw on the export front is that the specta¬ 
cular gains achieved were largely due to 
the favourable terms of trade. However. 
Hie rise in commodity prices appears to 
have stabilised and coupled with the im¬ 
pending recessions in, and expected defi¬ 
cits of, many of Malaysia’s major trading 
partners, the rate of export-led growth may 
fall. 

Malaysia is rapidly nearing take-off 
stage in economic expansion. GNP, at 
an estmated M$1,3G0, is one of the highest 
per head in Asia. The oil crisis has 
enhanced the cost-competitiveness of na¬ 
tural rubber and the long-term prospects 


for the timber industry remain good, al¬ 
though prices are currently depressed. 
Resource-orientated industries should not 
only diversify the manufacturing sector 
but also help to alleviate unemployment. 
On the energy front new oil finds and high 
hydroelectric potential augar well for the 
future. The slowdown in world trade re¬ 
mains a major problem confronting the 
country. Substantial development can 
nevertheless be anticipated in this sound 
economy. 

Malaysia : Value of Trade 

(Total trade in M$ million) 



Exports 

Imports 

Balance 

1967 

3,724 

3,152 

572 

1972 

4,838 

4,347 

491 

1973 

3,372 

5,555 

1,817 


III 

Singapore 

Prime Minister: Lee Kuan Yew 

Exchange rate: SS5.717—£1 

(£1=US $2,317) 

Lee Kuan Yew’s government has gra¬ 
dually created a climate conducive to the 
development of Singapore as a major 
financial and manufacturing centre in 
south-east Asia. Of the countries of the 
Association of South East Asian Nations 
(ASEAN), Malaysia has already estab¬ 
lished diplomatic relations with China, 
and Singapore is likely to follow other 
ASEAN countries. This could have far 
reaching effects in the light of China’s 
increasing trade with the world and the 
strategic position of the port of Singa¬ 
pore. Gross Domestic Product grew in real 
terms by 11 per cent in 1973. However, 
the higher cost of oil and commodity im¬ 
ports raised prices by 23 per cent as com¬ 
pared with one per cent per annum in the 
previous decade. 

Economic development is receiving 
priority in the budget for the 
fiscal year 1974-75 and is allocated 
SS 1,562 million out of a total expen¬ 
diture of S$3,380 million. Total 
expenditure is 15 percent more than for 
the fiscal year 1973-74, whereas develop¬ 
ment expenditure is to rise by 33 
per cent. Housing and industrial develop¬ 
ment are to account for nearly two-thirds 
of the total estimated development ex¬ 
penditure. 

In 1973, at constant prices, exports and 
imports grew by 14,1 per cent and 6.2 re¬ 


spectively, and entrepot trade rose by six 
per cent. Machinery, transport cquipJ 
ment, mineral fuels and lubricants, and 
crude materials form the bulk of exports 
while the first three together with manu- 
factured goods, food and live animals arc 
the principal imports. As recently as 1970. 
re-exports accounted for 61 per cent of 
total exports, but by 1973 this proportion 
had diminished to an estimated 46 per 
cent. Domestic exports rose from S$217 
million in 1960 toS$4,791 million in 1973. 
Malaysia, the United States, Japan and 
the United Kingdom arc the major trad¬ 
ing partners. Total reserves rose from US 
$1,020 million in March, 1973, to US 
$1,325 million by March, 1974. 

rising labour costs 

Manufactured exports accounted for 
68 per cent of total domestic exports in 
1973. However, labour costs have been 
increasing, and were forecast to rise In 
over 20 per cent in 1974. Given risint 
costs and the sluggish trading conditions 
in the developed countries, which took 
half of domestic exports in 1973, export 
earnings arc likely to fall. The 
emphaus is now on capital intensiu 
and advance technology pr ducts, reflect- 
ing endeavours to broaden the base of tin 
economy and to ease a tight labour market 
High technology industries accounted foi 
some 87 per cent of the total investment ol 
S$819 million in the manufacturing sectoi 
in 1973: foreign investment in manufac¬ 
turing rose by 136 per cent over 1972. Th< 
high volume of foreign investment ha; 
been mainly responsible for the growth ol 
the shipbuilding and ship-repairing in¬ 
dustries. 

Singapore is an urban economy. Agn 
culture plays only a limited role. Half th 
cultivated land is devoted to rubber ant 
coconuts. Virtual self-sufficiency has 
however,been attained in poultry, eggs am 
pork, and the fishing industry is rcceiv 
ing increasing attention. 

Government encouragement has led t* 
the development of the Asian-Dolla 
market and funds currently total som 1 
US $7,000 million, it is hoped that tlii 
market will now attract part of the asl 
ronomical increase in the oil revenues o 
middle-east counti ics. Singapore is a nc 
borrower of funds, a large proportion o 
which is drawn from the Eurodollar mar 
ket, mainly through London; the majo 
borrowers are multi-nationals and privat 
south-east Asian companies'. 

It is difficult to chart the course of Singa 
pore’s open economy as it is dependent oj 
economic conditions in the outside world 
In 1974, the real rate of growth may hav 
fallen to some 5-7 per cent and th 
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gap in commodity trade may have 
widened further, though increased invisible 
earnings will have somewhat cased the 
burden. The increasing search for oil by 
south and south-east Asian countries 
offirs wider opportunities to the oil drill¬ 
ing industries and allied services and to 
the growth of the Asian-Dollur market 
as the source of finance. 


Singapore : Value of Trade 



(Total trade in S$ million) 


Exports 

Imports 

Balance 

1967 

3,491 

4,157 

666 

1972 

6,149 

8,948 

2.799 

1973 

8,907 

11,738 

2,831 


IV 

Indonesia 

President : General Suharto 

Exchange Rate: %2 Rupiahs-.:£l 
(£1 - US 52,317) 

Tnc economy continued on its upward 
path in 1974. For example, oil production 


rose by 24 per cent to 488 million barrels 
and rubber production by 20 per cent to 
333 million kilogrammes. Overseas in¬ 
vestment has been important in the coun¬ 
try's economic development; by the end 
of June, 1974. foreign investments totall¬ 
ing $3,4% million had been approved by 
the Foreign Investment Board under the 
terms of the l%7 Foreign Investment 
Law. Such investments have been con¬ 
centrated in west Java, particularly Jakarta. 

The continued economic expansion was 
reflected in the value of exports which 
rose by 58 per cent in 1973. A large part 
of the increase was a result of the higher 
prices and volume of oil exports, although 
overseas sales of timber, rubber and tin 
also improved. As a consequence inifer- 
national reserves rose by $233 million to 
$807 million in the twelve months to the 
end of December, 1073. Moicover, the 
increase in reserve** was even more pro¬ 
nounced in 1974, and by the end of July 
stood at $ 1,827 million. 

However, in spite, of recent economic 
progress Indonesia still remains essenti¬ 
ally a iow-meonu: developing country with 


enormous problems, Wifh a population 
of nearly 129 million, uttemployiheitt is 
wide-spread and rice production is in¬ 
sufficient for domestic needs. Inflation has 
been accelerating; in the twelve months 
to the end of June, 1974, consumer prices 
had risen by nearly 50 per cent. Presi¬ 
dent Suharto has recognised the need 
for policy changes. When presenting the 
draft of the Five Year Development Plan 
(Rcpditii II) covering the psriod April, 
1974, to April, 1979. he emphasised that 
future development would aim to increase 
‘social justice', to supply sufficient food, 
clothing and housing, improve the in¬ 
frastructure and provide greater employ¬ 
ment opportunities. The Plan itself 
provides for an estimated expenditure bf 
Rp 4,858,800 million and aim* at ah an¬ 
nual growth rate of 7-8 per cent. Neverthe¬ 
less, this did not prevent public dissatisfac¬ 
tion erupting in the form of rioting which 
broke out in Jakarta in January during 
the visit of the Japanese prime minister. 
However, the government has made fur¬ 
ther efforts to answer public criticism. 
Measures designed to increase local parti- 
pat ion in new investments and to reduce 
corruption have been announced and an 
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anti-inflationary package introduced which 
included sales tax reduction! 


Eadoaeaia : Value of Trade 

(Total trade in US $ million) 


Exports 

Imports 

Balance 

1967 

665 

590 

75 

1971 

1,234 

V"i 

oc 

o\ 

249 

1972 

1,778 

1.302 

476 


Although many problems remain, the 


economic outlook in general appears fa¬ 
vourable. The Inter-Governmental Group, 
on Indonesia is to give $850 million in aid 
in 1974-75. Moreover, despite the current 
slump in the timber industry, the long¬ 
term prospects for timber exports remain 
good. An expansion of industrial capa¬ 
city and exports of indigenous mineral 
resources, particularly tin, bauxite, natu¬ 
ral gas and oil, is also planned. Indeed 
the recent boom in oil prices will result in 
a substantial surplus of funds (receipts 


Silver lining on 
«.»— western 


from oil exports in 1974 were likely to 
exceed *4,000 million) which may well 
prove difficult to absorb. 

Sources end acknowledgements: The 
foregoing summaries a report issued by 
the Barclays Bank Group, Economic In¬ 
telligence Unit (54 Lombard St. London 
EC 3 P:3AH) but the bank is responsible 
neither for the emphasis of my summary 
nor for my interspersed comments based 
on a variety of sources. 


Vienna 

horizon 


There ark are a few significant bright 
patches in an otherwise gloomy sky as the 
new year opens. The first is the decrease 
in mutual competitiveness by the Euro¬ 
pean states and the USA in handling their 
oil problems and relations with the oil 
producers, the second the belated and 
absolutely last-minute passage by the U S 
Congress of the Trade Bill which not only 
gives the USSR most-favoured-nation 
treatment in commerce but, much more 
importantly enables the second round of 
trade talks within the General Agreement 
on Tarff and Trade to make a realistic 
start after the preliminary discussions 
about having such talks were concluded 
in Tokyo nine month ago. After some 15 
months of steadily rising prices'in domes¬ 
tic and foreign trading, short time and 
unemployment, fulling profits and bank¬ 
ruptcies the world may be in a more 
chastened mood, icady to make mutual 
concessions in order to increase the total 
volume of trading. There is much prepa¬ 
ration to be done in the USA and within 
the Common Market area but the talks 
should now be able to begin in Geneva 
next Appril. 

There is reason also for some world 
: relief that the newly-elected one-third of 
the US Congress will now come in to 
« constitute the 94th US Congress with pro¬ 
bably fresher and more liberal ideas than 
those shown by the 93rd, overshadowed 
by the Watergate scandal and essentially 


hailing in his attitudes to both the socialist 
world led by the USSR and to industrially 
and commercially developing countries. 
President Ford has himself shown some 
useful initiative in foreign affairs and his 
new Vice-President, Mr Rockefcllor, 
is a man of far wider sympathies 
and experience than any in that 
office for several decades. As world’s 
still easily leading industrial and com¬ 
mercial state the USA is vitally im¬ 
portant to the rest of the world in the 
nature and quality of its leadership and 
legislature. The changes in Washington 
promise a less ponderous and sluggish 
time ahead. 

In Europe, also there is a freshci sense 
of the need to deal with facts and cease 
complaining about them and squabbling 
together. The British are begining to rea¬ 
lize that their continental partners are 
not really deeply concerned whether they 
remain within the Market or not. The 
West German press has been particularly 
plain spoken and the French are obvious¬ 
ly indifferent whether Britain, Ireland or 
Denmark remain with them or not. The 
days have passed when the expansion 
of the six to nine significant. 

Britain’s deepening weakness is accep¬ 
ted as an abiding fact and the rela¬ 
tively prosperous Five*—France and West 
Germany with the Benelux area-are 
more intent on west Asia and its money 
than on the ailing west and south of 


Europe. They have also to work out the 
new basis of commercial relations with 
east Europe as from this new year. 

The Market Commission's Secretary, 
the Corsican M. Ortoli, is shortly to 
visit Moscow to talk matters over 
with the Comecon secretariat now that 
Market members will be making 
their trade agreement with bargainers 
from east Europe not individually, as 
hitherto, but collectively. It remains to be 
seen whether west European collectivity 
bears much resemblance to the east 
European type. The parties are uncer¬ 
tain of each other; there is no agenda 
for the talks and the Comecon officials 
have not even revealed what they would 
like to talk about. Since the Soviet Union 
already has some very useful longterm 
cooperation and trade agreements, parti¬ 
cularly with West Germans, French and 
Italians, it is fairly certain to wait and 
see what the Market Commission has to 
offer before showing its own hand very 
clearly. 

The most serious problem for west 
Europe is to restore more confidence to 
its public by begiping to reduce domestic 
prices and to ensure rather more stabi¬ 
lity in jobs. It is becoming accepted that 
a far higher level of worklessncss than 
has been known for years will have to be 
accepted generally, that a higher percen¬ 
tage of expenditure in employment relief 
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mufct be tolerated and that the days of 
general prosperity are already a long way 
xdiind, Italy leads the uncmyloyment 
►takes with some 1,200,000 out of work 
ind almost constant strikes. West Germany 
comes seeond with already just about a 
million out of work. France and Britain 
both are approaching 700,000. These 
are the main arcus: the lucky Dutch and 
Belgians both have fewer than 150,000 
out of work and Scandinavia generally 
is busy. But the percentage rates are, on 
the whole, about twice last year and 
are likely to rise. 

fears of unemployment 

People such as the British and Italians 
take unemployment in their stride, r .he 
French grumble but, to the west Germans 
a million out of work appears a catas¬ 
trophe. Worklessness has certainly a tra¬ 
gic history in this century in Germany but 
there is much inclination to exaggerate 
economic and social troubles in the Fede¬ 
ral Republic. There is n > social distress, 
law and order are very firmly in the sad¬ 
dle and short-time working and closing 
of some factories arc little more than 
necessary adjustments of a boom-time 
expansion to a more normal profit-und* 
loss existence. Many thousands of “guest 
workers" have gone home from West 
Germany, Switzerland and Austria in the 
last yaar but anyone who saw the 11 miles 
long queue of cars driven by “guest-wor¬ 
kers” going home to Greece, Turkey and 
Yugoslavia for the year-end holidays 
would have no illusion of any hard luck 
on their part. In fact, hard luck stories 
from Europe whether from workers or 
from the hard-hit businessmen should be 
taken at anything but face value. High 
prices or not, Xmas domestic sales were 
a record and, if the streets were rather 
darker to save energy, they were all crow¬ 
ded as ever with people spending freely. 

It is only a few months since the 
banks were complaining that the Arabs 
and other oil-owners were reinvesting 
their earnings only in short term 
deposits, difficult to handle and 
unsettling to the share markets. If they 
would only put out their money in long 
term deposits, all might be well. In the 

I meantime, west Asia has has been 
putting out ils money on long term 
in west Europe to such an extent that 


the Sheikdom of Kuwait has bought a 
14 per cent share of Daimler-Benz's share 
capital, there arc very sizeable Arab and 
Iraniam purchases into West German 
chemical and engineering industries—Tran 
owns 25 per cent of Krupps steel works 
—and three large German banks have 
been helping throughout the year with 
sizeable Arab investments, especially 
from Kuwait and Qatar. The effect in 
West Germany has been to produce the 
usual shrill hysteria: a iargely-circulatcd 
and very right-wing paper from Munich 
came out with banner headings “Arc the 
Sheikhs buying up Germany?”, the more 
respectable Per Spiegel asks very much the 
same thing more politely; the prestigious 
Sunday Die Zeit of Hamburg devoted 
most of last week’s 30-pagc glossy issue 
in detail to Arab and Iranian purchases— 
on a sober and reasonable note - and 
Chancellor Schmidt lias been obliged 
to tell his Parliament in Bonn that his 
government will not allow oil-rich 
countries to gain control over strategi¬ 
cally essential German industrial firms. 

By comparison, the French and the 
British have taken Arab purchases very 
much more in their stride but. in the 
USA, where Saudi Arabia now owns the 
mammoth Aratnco oil concern, there is 


strenuous opposition to Arab attempts 
to buy heavily into the coal industry. The 
Arabs and others may well complain 
that if they invest short-term, they are 
accused of rocking the financial boat and 
if they invest long-term, of trying 
to buy up Europe. Not unnaturally, 
they arc trying to make sure of complete 
control over their own oil industry's 
continued success by building tankers 
and buying sizeable blocks of shares in 
shipbuilding concerns, with some concen¬ 
tration at present on West German 
wharves. 

The ten-month period of quiet for 
the new oil prices and the prospect of a 
world oil conference opened by the 
Ford--'Entiling talks on Martinique 
should contribute to soothe European 
and, especially, West German nervous¬ 
ness. The quiet beneficiary of it all, 
with current deliveries of 23.8 billion 
cubic metres of natural gas to cast and 
west Europe annually and a swelling 
oil trade is the Soviet Union. For the 
first time west Europe finds itself looking 
cast and south-east for its essential 
energy at terms they decide. With this 
prospect unchanged for 1975, gas prices 
up four-fold ajul oil dearer, they have 
excuse for some unhappiness. 
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The problem of numbers 

Management and Population—A Systems View and Review of Family Planning Pro¬ 
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Rs2$. 

Short-Term Investment Forecasting : Samuel Paul and C. Rangarajan; Macmillan 
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Having recognised the urgency of (the 
problem of population, India has been 
trying to deal with it in its own way. It 
has evolved a programme and a system 
to deal with the problem of overpopu¬ 
lation. Since 1951 the machinery of 
family planning organisation has expan¬ 
ded considerably with substantial growth 
in the number of its personnel and 
variety of administrative units at different 
levels. The management of this pro¬ 
gramme appears to be facing various 
difficulties and problems. N. V. R. Ram 
in his Management And Population—A 
Systems View and Review of Family 
Planning Programmes in India has made 
an attempt to examine <‘thc management 
aspects of the family planning pro¬ 
grammes subjecting the same to systems 
approach. Through this approach, oper¬ 
ations are examined from the broad 
standpoint of programme policy, its 
success and results.” The author’s idea 
behind writing the book is “to promote 
a debate and discussion on the subject 
matter of management and population 
; from the angle of programme manage¬ 
ment rather than from the viewpoint of 
medicine management, demography and 
numbers.” 

i pertinent issues 

! The author has raised some very 
1 pertinent Issues while writing about the 
environment in which the family plan¬ 
ning programme has to operate in India. 

. The family planning has to operate 
- in India under the following constraints. 

i 

One of the criteria for allocating 
central grants and funds to states is the 
1 total population of the state. This na¬ 
turally conflicts will the family planning 


programme as it would not be in the 
interest of the states to reduce popula¬ 
tion, if they want more finances from 
the central government. Similarly the 
number of seats for a state in 
Parliament is decided on the basis of 
population of the state. This again is 
a sort of disincentive for a state to 
reduce its population. Also in a demo¬ 
cracy like that in India, the strength 
of a community lies in its numbers. 
There is thus fear lhat some communities 
may multiply faster and increase their 
political strength as opposed to other 
communities who adopt family planning 
as a way of life. And finally, family 
planning is a centrally sponsored and 
financed programme and the states have 
no stake in the success of the pro¬ 
gramme. 

programming of planning 

As regards the programming of family 
planning, the author has stressed the 
point that in India family planning is a 
subsystem of its health system and has 
itself many subsystems. Thus the central 
government has fixed 156,000 as the 
number of technical personnel required 
for family planning programme. At pre¬ 
sent about 100,000 persons are employed. 
These personnel are spread over central 
government, state and district family 
planning bureaus, training institutes, 
and at the local level, the primary 
family welfare planning centres. The 
personnel is thus spread over different 
levels of government. Also many ap¬ 
pointments are of purely temporary 
nature. Would such a system contribute 
to efficient execution of the family plan¬ 
ning programme ? The author also 
finds fault with the training system which 


is not directed at those levels where it 
would be most effective. There is no sys¬ 
tematic training programme; at every 
stage there is ad hocism. The author is 
also dissatisfied about ‘ Information 
subsystem’. At present there is hardly 
any rapid feedback of data on pro¬ 
gramme progress and control mechanism 
to rectify deviations in path. The in¬ 
formation subsystem therefore requires 
improvement nnd further development. 

In the light of his system analysis, 
the author has made a number of re¬ 
commendations to improve the system 
and make the family planning pro¬ 
gramme more effective, 

reforming the education 

A primary health centre covering the 
population ranging between 80,000 and 
100.000 is not a viable unit of health 
administration at present. The physician- 
in-chicf is not a managerial physician. 
The author is of the view that to train 
the medical doctor to become manager- 
physician cannot be achieved in isola¬ 
tion. This is possible only through re¬ 
formation of the medical education in 
India. The policy should aim at in¬ 
corporation of family planning manage¬ 
ment as a speciality in medical educa¬ 
tion for those doctors who arc interested 
in family planning programmes and are 
seeking jobs there. The acquiring of 
knowledge and expertise in techniques 
should not make a person a natural 
claimant for its management. This must 
be realised by all professions including 
the medical profession and those not 
interested in management should serve 
as pure technicians in primary family 
planning centres. This means the 
selection for management posts should 
be carefully done and to attract right 
talent, recruitment from outside the 
medical held may be resorted to, if need 
arises. It must be kept in mind that 
family planning involves serious pro¬ 
gramme management with extensive 
social, political and economic implica¬ 
tions and it cannot be the prerogative 
of either the civil servants or medical 
men to man these vital posts. 

The author js also of the opinion that 
considering the results achieved by the 
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family planning service^ the system is 
top heavy and ‘ill-designed for an 
efficient programme management*. A 
thorough organisational analysis from 
the central level to the local level is 
necessary at this stage of programme 
development. At present, no body 
seems to be responsible for achieving the 
results. There is a primary need to fix 
the responsibility for programme achieve¬ 
ment on an agency other than the 
combined ministry of Health and Family 
Planning. If the states view it as part of 
their developmental programme and 
conceive that the best way to achieve 
it, for example, is through the district 
collector's leadership and responsibility, 
the pattern of organisation at the top 
and at the state secretariat will have to 
be suitably modified. 

The author has rightly pointed out 
that there are too many conferences, 
seminars, workshops and symposiums 
on family planning and the fact that 
money has been easily available has lent 
itself to “the creation of positions, 
departments, agencies and high-level 
conferences all leading to a gigantic 
research-oriented, group-concentrated, 
bureaucratic-intellectual complex’’. Only 
the management part of family planning 
programme and population control 
which in a sense are the most important 
part remain mostly neglected with the 
consequence that the programme so 
far has produced only marginal 
results. 

Organisation has never been our 
strong point and one reason for our 
failure on the implementation side has 
been inadequate and faulty organisation 
wc set up to implement our programmes, 
The author has very ably pointed out 
the inadequacies and deficiencies of 
management in the field of family 
planning, if the government is serious 
about this vital and crucial issues, sooner 
it pays attention to the organisational 
aspect along the lines suggested by the 
author, better will it be for all. Systems 
analysis has been attracting attention 
m India only in recent years and the au¬ 
thor has done well to study the problem 
with reference to tlie family planning 
programme in India, 

Investment Forecasting 

The industrial recession of 1967 at¬ 
tracted the attention of the authors and 
like, many, economists, managers and 
public leaders they were wondering 
whether the crisis could not have been 
anticipated. It is this awareness which 
has resulted into an exploratory effort 
the findings of which have come to be 
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cm boded in Short-Term Investment 
Forecasting. 

It is an accepted fact that economic 
forecasting is an important element in 
the process of formulation of national 
plans. Thus in India long-term forecas¬ 
ting has provided abroad framework 
within which various five-year Plans 
were formulated. Since the fourth Plan 
Indian planners have devoted increasing 
attention to annul Plans and this calls 
for proper assessment of the short-term 
outlook for the Indian economy. It is 
however no exaggeration, according 
to the author*, to stale that “systematic 
forecasting which is a prerequisite for 
assessing the national economic outlook 
lor the next six months or a year has 
seldom been attempted in India.** Some 
government departments such as the minis¬ 
try of Finance do make their own 
assessment^!' short-term outlook for the 
Indian economy and its different consti¬ 
tuted parLs; but these are informal 
assessments which remain mostly un¬ 
published so that the public discussion 
of their assumptions, framework of 
analysis and sources of data etc. is com¬ 
pletely ruled out. 

short-term predictions 

The author has used the term ‘short¬ 
term forecasting’ to denote predictions for 
a period not exceeding two years, There 
are two main reasons which are advan¬ 
ced in India for the kuk of short-term 
forecasting. These are data difficulties 
and secondly extreme uncertainties due 
especially to natural hazards. These 
may hovcver be considered as occupa¬ 
tional hazards and one must not give 
up the attempt at short-term forecasting 
because of thesis difficulties, It must b? 
realised that short term forecasting is 
of great significance not only at the 
national level but also at the industry 
and firm levels. 

The first step towards the building 
up of a comprehensive model for short¬ 
term forecasting is to learn more about 
the parts that make up the total econo¬ 
mic system. The author*' aim in this 
book is to examine only one such 
component of the national forecasting 
model, namely investment and to iden¬ 
tify the types arid sources of data 
required to perform the task of short¬ 
term forecasting. Investment is one of 
the most important determinants of 
the level of economic activity in the 
economy and hence the authors have 
concentrated their attention on short- 
term forecasting of investment activity, 
though they are quite aware that other 
variables and sectors of the economy 
must be covered for comprehensive short¬ 
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term forecasting for the economy as i 
whole, 

The authors have arrived at some 
interesting findings. In respect of plant 
and equipment component of investment, 
the study has revealed that there k a 
reasonable and steady relationship bet¬ 
ween the orders for and deliveries of 
goods. Factors such as shortages of raw 
materials and technological changes in 
the short-run may disturb the stability 
in the order-delivery relationship. But 
the authors do not think that the impact 
of these extraneous factors would be sc 
strong as to render short-run forecasting 
of investment impossible. A cross-section 
analysis of the order-delivery relation¬ 
ship for a sample firm confirmed the 
extremely significant role of new 
orders in determining deliveries and 
hence in forecasting investment in 
plants and equipment of the firm. 

major finding 

But unlike iu the case of plant and 
equipment, the authors have not been in 
a position to demonstrate the usefulness 
of anticipatory data in the held of cons¬ 
truction. Their major finding on construc¬ 
tion forecasting has been that munici¬ 
palities and panchayats could be n 
valuable source of information on 
investment intentions in the construction 
sector. Local government bodies could 
generate advance signals of trends in 
residential, industrial and governmental 
construction, provided their data collect¬ 
ion and reporting systems are appropriately 
reformed. Though a wealth of data is 
available with these bodies, no attempt 
has been made to shift and process them 
for forecasting purposes. 

This study has also demonstrated the 
feasibility of using the project data with 
the leading term-lending institutions for 
purposes of forecasting private corporate 
investment. From the point of short- 
run forecasting, the most relevant data 
are those pertaining to the time phasing 
of capital expenditure on the projects. 
By aggregating tin's information one may 
be in a position at the beginning of any 
year to anticipate the capital expenditure 
likely to be incurred in the course of that 
year on all projects which received assis¬ 
tance from the term-lending insti¬ 
tutions. 

An important finding of the budget I 
study is the superior-predict i ve perfor 
mance of central government budgets in 
respect of both consumption and indus¬ 
trial development. This is also true in 
the case of state budgets where the 
predictive ability is generally greater ; 
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in respect of construction than in respect 
of industrial development. 

On the basis of their analysis, the 
authors have made some recommenda- 
ftions to facilitate the making of more 
iaccurate short-term forecasting in the 
•Held of corporate investment in India. 

Since the existing data was found in¬ 
adequate for the purpose of short-term 
forecasting, the authors have recommend¬ 
ed that a comprehensive series on new 
orders and unfulfilled orders for and 
deliveries of plant and equipment be 
developed in India to facilitate investment 
forecasting” The scries should cover 
plant and equipment expenditure in both 
private and public sectors. 

As regards construction which is a 
very important sector of the economy 
especially from the investment point of 
view, since the authors did not find any 
useful anticipatory data, they have re¬ 
commended that steps be taken to gene¬ 
rate data on all-India basis in respect 
of both building permits and building 
contracts. Municipal and local bodies 
should be required to collect data per¬ 
taining to construction. To get complete 
data on construction, the central govern¬ 
ment and state governments should also 
furnish the required information to the 
local bodies concerned for the record. 

Though the data on phasing of capital 
expenditure of projects is available 
with long-term lending institutions, they 
are never updated and hence lose anti¬ 
cipatory value. Also the reliability and 
comprehensiveness of the data at the 
level of state financial institutions 
leave much to be desired. In view of the 
important role which these institutions 
are playing in providing finance to indu¬ 
stries it is important that the quality and 
coverage of their data be improved. 

useful exercise 

The authors are also of the opinion 
that if budgetary documents are pre¬ 
pared on a common basis and are made 
readily available to researchers, fore¬ 
casters in several industries and govern¬ 
ment agencies are likely to find them 
very useful. The authors believe that 
if these data stand the test of time they 
will not only be of value to investment 
forecaster but would also provide better 
understanding of the behaviour and 
relationships underlaying the complex 
and comprehensive forecasting model 
for the entire economy. 

In these days of violent changes and 
fluctuations, the importance of shore 5 - 
term forecasting cannot be over-em¬ 


phasised, It will show the path which 
the economy is traversing and it is taster 
to set the economy on right path if the 
deviation is detected earlier than later. 
In view of this importance of short-term 
forecasting, the authors’ attempt to 
probe this new field in spite of the over¬ 
whelming odds which they had to face 
is highly commendable. It must how¬ 
ever be admitted that this exploratory 
attempt of the authors is extremely 
sketchy and tentative. The merit of the 
book lies in this that though the authors 
have not kept before the forecasters any 
comprehensive model for short-term 
forecasting, they have certainly succeeded 
in pointing out the vast gaps that lie 
in the way of successfully attempting 
short-term forecasting in India. Though 
the authors’ contribution is mainly 
negative, it is nonetheless very important 
and of viral significance. 

Farming Perspective 

Regional Profile of Indian Agriculture 
gives an integrated picture of the agricul¬ 
tural development in individual states 
of the Indian union since independence. 
Care has been taken to see that detailed 
information regarding area, population 
agricultural inputs, mechanisation, agri¬ 
cultural marketing, flood control measur¬ 
es, impact of planning and land reform 
measures etc. is provided on a uniform 
basis to facilitate comparison between 
states in regard to agricultural develop¬ 
ment. 

It is observed that the Indian agricul¬ 
ture has been running a chequered career 
during the post-independence period. How 
ever, despite the ups and downs, there 
is a steady upward trend in agricultural 
production. Since independence agri¬ 
cultural growth rate is about 2.9 per 
cent per annum compared with i per 
cent during the first half of the 20th 
century. There is no doubt that there is 
this historic qualitative change. But if 
we achieve the target of 5 per cent annual 
growth, that would probably make all 
the difference between poverty and pros¬ 
perity. 

We get excellent information and 
analysis of the so-called green revolution, 
a phrase which was very popular a 
couple of years ago but not heard of 
these days. A good part of economists’ 
energy was spent in a naive debate as to 
whether or not green revolution took 
place in the country! 

Those who were convinced that green 
revolution took place pointed out to the 
sharp increase during recent years in the 
use of current and capital inputs such as 
fertilisers, pesticides, tractors, electric 


pumps and seeds of high-yielding varieties 
(HYV), The opponents pointed but that 
on the basis of growth in output there 
appears to be no evidence of green revo¬ 
lution. Agricultural growth rate which 
was 3.2 per cent per annum up to 1960-61 
dropped to 2.6 per cent per annum during 
the subsequent decade instead of showing 
any rise. There is no doubt that there 
is no evidence of any acceleration of 
the growth rate of the agricultural 
production; on the contrary there is a 
distinct deceleration of the agricultural 
growth rate. 

It would be seen that it is only in 
respect of nine crops--rubber, wheat, 
coffee, bajra, maize, ginger, rapeseed and 
mustard, sesamum and barley that one 
notices an increase in "'the growth rates 
of production dur ing 1965-70. On the 
other hand the remaining 19 crops 
accounting for 81 per cent of the total 
weights recorded either fall iu the rates 
of increase or stagnation. 

Why did the green revolution just 
fail to take off? From the analysis in 
this hook it appears that some of the 
important reasons for the failure were 
factors such as failure of the Indian 
scientist to develop miracle seeds in the 
case of many crops, particularly non¬ 
food crops, availability of irrigational 
facilities for only 22 per cent of the sown 
area, inadequate supply of chemicat 
fertilisers, failure to develop a truly 
effective nation-wide extension system, 
failure of land reforms and continuance 
of tenancy and rack-renting and most 
important, the failure to develop moti¬ 
vation among the overwhelming majority 
of farmers, particularly the vast number 
of poor farmers who continued to be 
exploited as before. 

significant facts 

As regards the regional dimensions of 
agricultural developments, the book has 
brought out some very significant facts 
to notice. If poverty is to be eliminated 
from the country, special efforts will have 
to be directed at those regions which are 
relatively more backward. Here all- 
India measures will not achieve the 
desired results. The policies and pro¬ 
grammes at the implementation level will 
have to be developed for specific regions 
taking into account their specific features 
and problems. Of course, proper lessons 
can be drawn from the experience of 

E rogressive states such as Punjab and 
[aryana. 

The diversities in agricultural deve¬ 
lopment at state levels are very great. 
For example, the figure for net income 
per hectare in terms of rupees varies 
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from Rs 2716 for Kerala to Rs 583 in the 
case of Maharashtra md Rs 467 only 
in the case of Rajasthan. Similarly in 
regard to productivity of agricultural 
workers, it is noticed that the highest is 
in the case of Punjab (Rs 3195) while ihc 
lowest is in the case of NagalandKRs 409) 
the all-India. average being Rs 1213. 

Very important and relevant lessons 
can be drawn from the experience of 
relatively successful states such as Pun¬ 
jab and Haryana. The experience of 
Punjab emphasises the importance of 
hard-working and intellectual farming 
population, successful implementation of 
land, reforms, provision of social and 
economic overheads, availability of 
irrigation facilities, provision of ade¬ 
quate electric power or any other source 
of energy, discovering of proper varieties 
of seeds and the key role of extension 
work in the agricultural field. 

The terrible food crisis of 1972 and 
1973 served as a reminder that the 
country must become agriculturally self- 
sufficient and agriculture must progress 
substantially if more than 10 crorcs of 
people or about one-fifth of our popu¬ 
lation who eke out a precarious existence 
on the border of hunger in rural India 
are to be provided with better living 
standards. This excellent volume which 
highlights agricultural development in all 
thi states of the Indian union not only 
provides reliable and cogent information 
about various aspects of agricultural 
development but also provides indirectly 
the lessons which backward states can 
draw from the progressive ones. This 
book is certainly an excellent addition 
to the growing literature on the Indian 
agriculture. 

Labour-Management Relations 

In view of the urgent need for stepping 
up production for which it is necessary 
that all the faitors of production work 
in full cooperation, Dr. Rao in his 
Labour Management Relations—Men 
Perspectives And Prospects feels that 
there is an urgent need to study labour- 
management problems in their proper 
perspective. Since the traditional app¬ 
roach of dealing with labour-management 
problems has failed to give India the 
necessary industrial peace, the author has 
fervently advocated that unless the 
employers act according to the Gandhian 
concepts of trusteeship of wealth and 
make employees partners in production 
the problem of labour-management rela¬ 
tions will continue to disturb and disrupt 
the industrial sector of the Indian 
economy. 

The author has analysed the prevailing 


conditions of labour unrest in India and 
the manner in which the central govern¬ 
ment is trying to tackle this complex 
problem. The author is of the 
opinion that the present attitude 
of the government of appeasing the 
extremist elements indulging in violent 
agitations appears to have placed a pre¬ 
mium on intimidation and intransigence. 
The author feels that the central govern¬ 
ment has not yet been able to evolve a 
credible approach to this problem of com¬ 
bining firmness with flexibility in right 
proportions for restraining politically 
oriented labour leaders from creating fur¬ 
ther economic dislocations by precipitat¬ 
ing strikes and paralysing production. 
What should cause concern is the increas¬ 
ing tendency on the part of workers acting 
under political instigation to damage 
equipment and indulge in violence to 
reinforce their demands for higher wages 
and better living conditions. The state 
governments are especially finding it diffi¬ 
cult to deal with this sort of lawlessness 
for fear of being dubbed as lackeys of 
capitalists by their own radical members. 
Government is mostly trying to plav safe 
by siding with labour irrespective of the 
merits of their demands as a short of 
manifestation of their own commitment 
to socialism. 

working less and less 

The author is of the opinion that a 
very serious feature of the present-day 
labour indiscipline is the tendency among 
workers to do less and less both among 
the public sector and and private sector 
enterprises and to demand more and more 
wages, allowances and concessions. The 
enormous number of working days lost 
through strikes and lockouts, slackness 
and lack of interest have been partly 
responsible for the present industrial 
stagnation. The government is unimagi¬ 
native and is pampering labour too 
much. The author has warned that 
government will have to act with firmness 
and no section of the community must be 
allowed to hold the country to ransom. 

The author maintains that his ap¬ 
proach is practical and that the book is 
on his experience gained while conducting 
courses and seminars on subject of labour- 
management relations. Unfortunately 
the author has failed to take a compre¬ 
hensive look at the problem and study it 
from various angles. For example, some 
researchers have come to the conclusion 
that the wage rates are not keeping pace 
with increase in labour productivity while 
there is another school which equally 
emphatically maintains that wage burden 
which has become disproportionate to 
labour productivity has been eating into 
the profits resulting in industrial stagna¬ 


tion and unemployment There is n< 
doubt that that has been the casein son* 
of the industries e.g. the printing presi 
industry in Maharashtra The govern 
ment of India appears to have no labom 
policy and seems to be moving aimless]; 
according to pressures, though they ap 
pear to have taken a firm stand in recen 
loco and pilots’ strikes. The author ha« 
failed to look at all these issues compre 
hensively. And after referring to ths 
Gandhian approach to labour-manage 
ment problem in the introduction, th« 
author has just left it at that withou; 
making any effort to work out its implica 
tions. Labour-management problems ir 
India deserve more careful and compre¬ 
hensive study. 

Planning and Economic 
Development 

Since 1951 the government of India 
has been trying to modernise the Indian 
economy by using various techniques in 
the fields of agriculture, industry, mana- 
gement, finance and transport. An attempt 
has been made by V S. Mahajan in hi* 
book Planning , Development and Econo¬ 
mic Policy in India to make \ critical as¬ 
sessment of the achievements and failures 
in our efforts to rebuild the economy. 

The author has pointed out that dur¬ 
ing the sixties and seventies there has defi¬ 
nitely been significant advance in capi¬ 
tal accumulation in various sectors of the 
Indian economy. But he feels that such 
accumulation of assets has not followed 
a well thought out path with the result 
that the economy has been facing the 
problem of unbalanced growth. This, 
according to the author appears to be the 
most important single factor which has 
stood in the path of India reaching the 
goal of self-sustained growth. It also 
appears doubtful if the country can reach 
this goal in the near future. The author’s 
prophecy is that ‘‘Any country which 
fails to reach the goal of self-sustained 
growth, within a period of two decades 
during the third quarter of the twentieth 
century, would have to bo treated as a 
hopeless one.” To some readers this may 
appear to be an extreme view; but unfor¬ 
tunately that has also been the conclusion 
which the World Bank has come to about 
India in its latest report. 

The author has pointed out how agri¬ 
cultural gains have been neutralised by 
explosion in India’s population. Also 
consumer and capital goods industries 
have failed to meet the challenge of rising 
demand because of government’s rigid 
stand on the expansion of factory Indus¬ 
tries and also because of the difficult 
situation of inputs and lags in capacity 
creation by basic industries, especially* 
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steel. Of course, the biggest constraint on 
the industrial growth has been the state of 
health of the Indian agriculture which has 
been none too good. And there cannot 
be more rapid development in the agricul¬ 
tural sector unless the policy instruments 
and their implementation create confi¬ 
dence and enthusiasm among the rural 
households. 

As regards industrial development, the 
author feels that though India has made 
rapid strides in the field of large indus¬ 
tries, the position is still far from satis¬ 
factory. It is no use establishing new 
units or adding capacity to existing ones, 
when the country is not able to make 
optimal use of such capacity. The country 
must also be less dependent on the impor¬ 
ted equipment and give an opportunity 
| to her own technicians to manufacture 
such equipment using indigenous inputs. 

attack on basic defects 

The author is of the opinion that there 
is need of vigorous attack on the basic 
defects in small-scale industries which 
government is trying to encourage. The 
author wants that in order to raise the 
competitive power of small units, a more 
satisfactory way would be to offer liberal 
subsidies and fiscal and transport con 
cessions rather than put curbs on the 
growth of large units depriving the coun¬ 
try from obtaining cheap goods from 
alternative sources. Merc reservation of 
markets would not solve the problems of 
small-scale industries; instead, it would 
only result in scarcities of various types of 
goods. The author has drawn pointed 
attention to the fact that public financial 
institutions are found hesitant in provid¬ 
ing credit facilities to small industries. 
Even the state financial corporations 
which arc primarily meant to promote 
regional industrial growth have tended lo 
concentrate their resources on large in¬ 
dustries. The author has therefore re¬ 
commended the establishment of the 
small industries financial corporation in 
each state, with the objective of looking 
exclusively to the financial requirements 
of small industries. Of course the author 
is aware that finance is not all and that 
government should also provide basic in¬ 
frastructure facilities which cater for the 
specific needs of small industries. As in 
most other fields, in the field of small in¬ 
dustries also the basic framework drawn 
by the government of India appears to be 
fairly sound which implies that if this 
sector has also stagnated, the failure is 
mainly on the implementation front. 

As regards the industrial finance, 

i though the overall impression is that 
these financial institutions have done a 
fairly good job, they have hardly made 


an attack on the problem of decentralis¬ 
ed growth of industrial activity. The 
author has recommended the .setting up 
of technical consultancy service at "diffe¬ 
rent places in the country to provide the 
necessary framework for tackling the pro 
blems of regional industrial growth on a 
more rational basis. 

Looking ahead, what are the prospects 
for the seventies and early eighties? The 
author is of the opinion that one cannot 
be too certain about the near future. 
“The approach Paper lets out so much 
intellectual steam—computer program¬ 
ming, redistribution of consumption in 
favour of the downtrodden to the exact 
digit, resource matrix.. .that the man in 
the street finds himself puzzled,” 

The future will depend upon the steps 
which will be taken to mobilise resour¬ 
ces. Will the government act according 
to a comprehensive tax reform drawn 
on the basis of the Wanchoo report and 
the Raj report? Or will it just pick up 
a bit here and a bit there from each, 
using recommendations of the one to 
neutralise the recommendations of the 
other? Will the government set up a 
definite programme and procedure for 
settling management-labour problems, 
especially in the public sector so that wc 
do not have to import steel worth Rs. 
200 crores annually because wc lose two 
million man-hours in our steel plants? 
Will the government prosecute some of 
the high ups for corruption and remove 
many of the unnecessary controls which 
arc the breeding ground of corruption? 
Or will it just stop with the prosecution 
of a small time sewage inspector? What 
will the government do about conspicu¬ 
ous consumption of which so much 
is being talked about? After all most of 
the goods that wc see in city markets arc 
being produced for only about 10 per 
cent of the Indian population. Maruti 
Enterprise which is scheduled to pro¬ 
duce 50,000 cars a year by 1975-76 
catering for the needs of the top one per 
cent of the people in India may well be 
the test case! 

These and similar questions haunt a 
serious student of the Indian economy. 
Are there men of resourcefulness and 
vision to tackle the stupendous problems 
which India is facing? And above all 
men of honesty? How many are there? 
Even one? Where? Delhi? Patna? 

PL 480 Food 

Though the food deficit in India was 
never more than 10 per cent or so at the 
current rate of consumption, the prob¬ 
lem has bedevilled the economists, policy¬ 
makers, administrators and all. PL 480 


And India's Food Problem is a book by 
the eminent economist, B. R. Shenoy* 
who seems to be ploughing his lonely 
furrow all these years. As in the case of 
all his books and articles, one notices in 
this book also his rigorous logic which 
would take equally rigorous analysis to 
refute. 

As is indicated in Hie title, the book 
deals with iwo interrelated parts, namely 
PL 480 and India’s food problem. 

The first part of the book deals with 
the US exports of agricultural surpluses 
under PL 480 and examines the econo¬ 
mic effects of PL 480 imports and the 
monetary consequences of PL 480 finance 
on India. 

adverse effect 

The author has made a very strong 
case that “the PL 480 policy objective of 
self-help by PL 480 aid recipients calls 
for the limitation of food imports to the 
market deficit, the deficit in supplies in 
relation to demand. But wheat imports 
into India far exceeded market deficits 
and repressed wheat prices. This im¬ 
pinged adversely nn the domestic pro¬ 
duction of wheat.” To prove his argu¬ 
ment the author has shown that when 
in 1960s PL 480 imports declined for all 
practical purposes to market deficits, the 
domestic production of food led by wheat 
registeied rising trends. 

Having examined the inflationary im- 
pict of PL 480 finance, the author has 
come to the conclusion that the infla¬ 
tionary effects ceased with the phased 
termination of the rupee payments for 
PL 480 imports in terms of the 1966 
amendment to PL 480. But the expansion¬ 
ary effects of the expenditure from the 
unspent rupee balance of the USA still 
continue. According to Shenoy, the 
Rupee Settlement Agreement of February 
1974 has “added to this hangover-infla¬ 
tion by providing for the monetization 
of the long-term rupee debt (both PL 480 
and non-PL 480) held by the USA.” 

According to the author, India’s food 
problem is basically the problem of nutri¬ 
tion deficits and of persistent market de¬ 
ficits. The nutrition deficit, a part of the 
problem of mass poverty, is very closely 
linked with the problem of general eco¬ 
nomic development of the country. On 
the other hand, the market deficit, though 
accounting for only about 3-4 per cent 
of the Gross Domestic Product and 
though the modernisation of agriculture 
can easily bring 8 to 12 times the national 
average yield at least in respect of wheat 
and rice, has been defying solution all 
these years. 

Why could the market deficit not be 
JANUARY 10, 1975 


73 



j made up all these years? ^According to 
l the author this was due to capital star- 
I vation of agriculture which was the direct 
I consequence of the appropriation by the 
f public sector of 60-65 p„*r cent of the 
v total investment resources. The author 
\ is emphatic that it is not possible to 
I modernise agriculture without rcstructur- 
. ing the overall patlern of resource allo- 
, cation in such u manner that the agricul- 
; tural sector gets its due share of credit 
and capital which have so far been de- 
, nied to it. This capital starvation of 
agriculture has also resulted in the re¬ 
tardation of the general economic deve¬ 
lopment of the country as agriculture 
account's for nearly one-half of the Indian 
national product and provides a living 
to over 70 per cent of the Indian popu¬ 
lation. 

clear implications 

The policy* implications of the above 
analysis are very clear. The author is 
of the opinion that to tackle both the 
food problem and the problem 
of poverty, we must first scale 
down drastically public sector out¬ 
lays; secondly, we must limit the pace of 
industrialisation with due deference to 


the principle of comparative costs, and 
thirdly we must remove legislative and 
other hurdles in the way of farm finance. 
All these reforms are aimed at correcting 
capital misdirection that has been taking 
place and on the other hand restoring 
the creditworthiness of farmers and 
relative attractiveness of the business of 
farm finance. India's food problem is not 
as much the problem of devising and 
then taking new agricultural techniques 
to the Indian farmers but is rather a 
problem of the farmers being unable 
owing to credit and capital shortages 
to apply to farming the known techno¬ 
logy with which many farmers are 
already familiar or can easily become 
familiar. 

The author has supplemented his 
above main thesis by analysing recent 
policy measures—the decision of January 
1972 to forego concessional wheat im¬ 
ports, the resulting pressure on the 
public distribution system, nationalisation 
of wholesale trade in wheat in 1973, the 
partial reversal of the nationalisation 
policy in 1974, the harsh incidence of 
these measures on wheat farmers, the 
consequent shift of land from wheat to 
other crops and operation dehoarding 


in UP and some other states. The 
author is convinced that the chaos on 
the food front is apt to deteriorate 
further in 1974 and after, unless we soon 
correct the credit and capital starvation 
of the Indian agriculture. Pending these 
drastic measures there appears no escape 
from a return to PL 480 consessional 
food imports as adequate commercial 
imports are just beyond our paying 
capacity. The recent agreement on PL 
480 has confirmed the author's worst 
fears and we appear to be back in square 
number one. 

There is no doubt that there is a 
certain amount of validity in what 
Shenoy has to say. But the trouble with 
some of the senior economists is that by 
training and habit they have come to 
take certain positions from which they 
are not prepared to resile. Shenoy has 
discussed the food problem in India only 
in terms of a few variables such as price 
incentives and capital inputs to the 
entire neglect of others. If for example 
it were only repressed prices and capital 
starvation of agriculture that are respon¬ 
sible for the extremely tardy growth of 
Indian agriculture, how docs he explain 
he fact that though about Rs 1200 crores 
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were made available to agriculture in 
Maharashtf*, it%*s failed to record any 
worthwhite progress during the last two 
decades aad continue* to tie one of the 
agriculturally backward, states in India, 
whatever the claims Of V. P. Naik in this 
behalf ? The main reason is that land 
reforms in Maharashtra have remained 
reforms only on paper and that the 
credit and capital have gone down the 
political drain. This means that agri¬ 
cultural revolution in India is not merely 
a matter of providing price incentives 
and credit and capital as the author 
seems to believe. The food problem in 
India has in addition moral, political and 
administrative dimensions of which the 
author is either unaware or docs not 
think much about. Granted that there 
is resource misdirection by the planners, 
where however is the guarantee that 
credit and capital directed to agriculture 


would automatically ensure their optimal 
use? r/V;#' 

The Cass of agriculture in Maharashtra, 
is refutation of B. JL Siienoy'& thesis. 
How one wishes that agricultural re* 
construction in India were only a matter 
of price incentive and nvartability of credit 
and capital i 

And has Shenoy tried to work out 
the implications and consequences of a 
developing country such as India adhering 
to the principle of comparative cost in the 
sphere of industries ? The classical 
theories have been discarded long ago 
and the author must realise that the 
problem of developing countries in 1970s 
can niether be adequately analysed nor 
successfully solved within the classical 
framework which the author learnt in 
early 1930s and beyond which he is not 
prepared to go in 1970s. 
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4 times to Frankfurt, 5 times to Rome and Paris 
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3 flights to 
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6 flights to 
JAPAN 
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TRADE 

WINDS 


Guidelines on Textiles 

Guidelines Have now been 
formulated by the government 
for creation of additional spin¬ 
ning, weaving and processing 
capacities in the cotton textile 
industry during the fifth Plan 
period. According to a noti¬ 
fication issued by the textile 
commissioner, new spinning 
units will be permitted in the 
public, cooperative, joint or 
private sectors in that order 
of preferences, excluding those 
attracted by the MRTP Act. 
Such units may be set up in 
the areas where there is an 
unsatisfied demand lor yarn 
from handloomand powerloom 
weavers or in areas which have 
I adequate supply of cotton but 
| lack in processing capacity. 
Existing units will be allowed 
to expand beyond 25,000 
spindles in suitable cases on 
the basis of availability of 
resources, past performances, 
and capacity to raise funds 
from financial institutions. 
Additional spindles required 
for correcting the imbalance 
between spinning and weaving 
capacity, including those re¬ 
quired for lootnage expansion 
will be allowed. 

The expansion in spinning 
capacity will be subject to two 
conditions; (a) the units will 
have to supply their produc¬ 
tion in the hank or cone form, 
as advised by the textile com¬ 
missioner and (b) 90 per cent 
of the new spinuing produc¬ 
tion should be below 40S 
count. Existing composite 
mills will be allowed additional 
loomage with corresponding 
spindleage, provided they 
undertake to export not less 
than 30 per cent of the pro¬ 
duction of the looms in addi¬ 
tion to the maintenance of 
/past exports. Independent 
1 processing capacity, including 


expansion of existing units, 
will be permitted to cater to 
the group of producers of 
yarn or cloth who do not have 
their own processing facility, 
particularly those in the hand- 
loom and powerloom sectors. 
All those interested in ex¬ 
pansion of capacity or putting 
up new units would have to 
apply to the ministry of 
Industry before February 15. 

Duty on Cotton 

The government has now 
decided to reduce the import 
duty on Pakistani cotton by 
25 per cent. This has cleared 
the way for speedy finalisation 
of the deal. The duty reduc¬ 
tion will be on all comparable 
varieties of cotton. The deci¬ 
sion has been taken to over¬ 
come the practical difficulties 
involved in implementing the 
earlier measure to adjust im¬ 
port duty in a manner so that 
the price of cotton was on par 
with that of Indian cotton or 
slightly less. 

Central Loan 

The central loan for Rs 
75 crores floated recently has 
fetched New Delhi a total sub¬ 
scription of Rs 78.10 crores. 
The second issue of 5.25 
per cent 1978 loan attracted 
a subscription of Rs 17.64 
crores and the six per cent 
1988 loan Rs 60.46 crores. 
Earlier this year, New Delhi 
collected a net subscription of 
Rs 416 crores in two instal¬ 
ments from the market. The 
latest collection brings the 
total net borrowing from the 
market by the centre to Rs 
494 crores. The budget for 
1974-75 has taken credit for 
net market borrowing of Rs 
498 crores. 

Machine Tools Export 

Machine tool exports from 
India will hereafter be chan¬ 


nelised through a newly-floated 
subsidiary of the Hindustan 
Machine Tools, the HMT 
(International) Limited. The 
new company, the second 
institutional arrangement for 
exports, after the steel sector, 
will cover not only HMT 
machine tool products, includ¬ 
ing watches, but also the pro¬ 
ducts of other companies in 
the same line. Giving details 
of the new company, the 
chairman of HMT, Mr S, M. 
Patil staled recently that the 
new organisation, together 
with other supporting mea¬ 
sures, would push up the 
share of HMT’s exports in its 
total turnover to nearly 25 
per cent within the next five 
years. Dr Patil stated that in 
the next three years. HMT's 
exports were expected to 
increase three-fold to reach 
Rs 12 crores a year. While 
HMT's annual production 
would reach Rs 100 crores in 
the next five years. Its exports 
were expected to touch Rs 
20 crores per annum. He add¬ 
ed that HMT wanted to enter 
several new markets including 
those in Iran and Iraq. Several 
ECAFE countries such as 
Indonesia and Thailand, also 
offered scope for HMT exports. 
HMT (International) would 
take over the business now 
carried on under its exports 
division and by its foreign 
branches in Australia and 
Luxembourg. The objectives 
were two-fold—to earn more 
foreign exchanges for the 
company and use the export 
market to enrich the company’s 
technological competence. 

Crude from UAE 

This country is understood 
to have approached the United 
Arab Emirates for the supply 
of crude oil over a fixed 
period. The UAE has agreed 
to consider the Indian request. 
This indication was available 
after discussions between the 
UAE minister for Petroleum 
and Industry Mr Mana Saeed 
Al-Otaiba and the union mi¬ 
nister for Petroleum and Che¬ 
micals Mr K. D. Malaviya. 
During discussions UAE mi¬ 
nister expressed a keen desire 
to cooperate with India on oil 
exploration, particularly in 
off-shore areas. Similar desire 


for cooperation in other fields 
was also expressed in talks 
between visting UAE ministers 
with their Indian counter¬ 
parts. 

Coal Output 

Coal production is expected 
to rise to the record level of 
100 million tonnes during 1975. 
Latest estimates available with 
the ministry of Energy have 
raised new hopes. According 
to these estimates, there would 
be an increase of 10 million 
tonnes in coal production dur¬ 
ing 1974, which would take 
coal production to 88 million 
tonnes. According to a spokes¬ 
man of the ministry of Energy, 
the production during the first 
nine months of 1974 (April to 
December) was 5.67 million 
tonnes higher than the corres¬ 
ponding nine months of the 
last year. The increase in pro¬ 
duction has made it possible 
for the industry to switch over 
Irom furnace oil to coal. 
More than a million tonnes of 
coal has been diverted to con¬ 
sumers who had been using 
furnace oil. 

Indo-US Panel 

The three sub-commissions 
of the Indo-US joint commis¬ 
sion set up during the recent 
visit of US Secretary of State, 
Dr Henry Kissinger, would 
hold their first meetings to¬ 
wards the end of this month. 
The joint commission itself 
held its first meeting during 
the visit of Dr Kissinger and 
the next meeting of the com¬ 
mission is expected to be held 
early this year in Washington. 
The union minister for Exter¬ 
nal Affairs, Mr Y.B. Chavan, is 
expected to visit Washington 
for the meeting. 

The economic and com¬ 
mercial sub-commission is 
meeting on January 20 and 
21 in Washington. The 
Indian team for this sub- 
commission will be led by Mr 
M.G. Kaul, secretary in the 
economic affairs department. 
Mr Endcrs, economic and busi¬ 
ness affairs assistant secretary 
of state of the United States, 
will lead the American team. 
The Indian team for the science 
and technology sub-commis¬ 
sion will be led by Dr Nag 
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Choudhury, Vice-Chancellor 
of Jawaliarlal Neluu Uni¬ 
versity and the American team 
for this sub-commission will 
be led by Dixie Lee Ray, assis¬ 
tant secretary of environment 
and science. This meeting is 
being held in Washington 
from January 27 to 29. The 
third sub-commission, with Mr 
G. Parthasarathy as the leader 
of the Indian team will meet 
in New Delhi from February 3 
to 5. The American delega¬ 
tion for this commission will 
be led by Dr Robert Goheen, 
president of the Princeton Uni¬ 
versity, 

Indo-Pak Trade Pact 

The union cabinet has ap¬ 
proved the Indo-Pak Trade 
Agreement. The major item 
of import from Pakistan this 
year will be cotton. India is 
expected to export jute goods. 
This country is likely to buy 
for the present only 100,000 
bales of cotton because of 
domestic good crop this year 
and the imports already con¬ 
cluded with other countries. 
The trade with Pakistan is, 
being resumed after nearly a 
decade. The trade agreement 
was concluded following the 
protocol signed in the end of 
November last. 

Bank Take-over in 
Ethiopia 

Ethiopia’s military rulers 
have nationalised all bunks 
and insurance companies. An 
announcement by the rulling 
provisional military council to 
this effect was read over radio 
Ethiopia. On December 20, 
the council stated that it would 
turn Ethiopia into a socialist 
state with a one-party system, 
direct government control 
over most of the economy, and 
collective farming on govern¬ 
ment land. The announcement 
stated all that shares in the 
banks which would come under 
the supervision of the national 
bank of Ethiopia, would be 
taken by the government. “Due 
compensation would be paid.'* 
the announcement added, but 
gave no further details. 

US Bank Rate 

The United States recently 
lowered its bank rate to 7.25 
per cent from 7. 7 5 per cent. 


The .action, taken to prop up 
a weakening economy, became 
effective on January 6. The 
effect of the cut is to make 
borrowing by commercial 
banks from the federal reserve 
cheaper. 

Leipzig Spring Fair 

The accentuation of in¬ 
teresting display ranges of trade 
groups by means of Special 
Groups which was initiated in 
1972, will be continued in the 
1975 Leipzig Spring Fair. In 
next Spring Fair the “Automa¬ 
tion Equipment and Techni¬ 
ques'* Special Group, within 
the electrical engineering trade 
group, will exhibit the latest 
developments in the field. 
Leading manufacturers from 
18 countries will exhibit their 
products. Instruments and 
equipment for all stages of a 
regulating circuit arc the object 
of a Special Group. An inter¬ 
national symposium “Pneuma¬ 
tic and Electronic Control for 
Automation Engineering*’ and 
a series of lectures on new 
products of automation engi¬ 
neering will provide the 
important scientific-techno¬ 
logical information. 

Gold Sale in the US 

Gold bullion went on sale on 
January I, 1975 in the United 
States lor the first time in 41 
years at world record prices. 
The yellow metal was sold at 
$203 an ounce for delivery in 
July 1975, breaking the $300 
barrier which influences market 
confidence. New York Senator 
James Buckley bought two and 
a half ounces at $192 an ounce 
at a special ceremony in New 
York just after inid-night. New 
York is an hour ahead of 
Chicago in time and scored on 
the mid-American commodity 
exchange, which opened here 
one minute after midnight lor 
a brief session. At the close of 
the session, which was in gold 
futures trading, gold for Feb¬ 
ruary delivery was priced at 
$195 an ounce, for March at 
$195.50, for May $201.50 and 
for July at a nominal $203. 

In London gold was traded 
at around $173.00 an ounce on 
Saturday, January 4, 1975. 
This was a dramatic drop from 
a peak of $198.75 an ounce 
just before the fixing on 
Monday, December 30, 1974. 


Honey Supply 

During the current busy sea?* 
son so far from October 25* 
to December 6, 1974, money 
supply has shown a smaller 
increase of Rs 139 crores (3.1 
per cent) according to latest 
available official studies. The 
figure for the corresponding 
period of the 1973-74 busy 
season was Rs 174 crores (7,3 
per cent). 

The expansion in money sup¬ 
ply at Rs 338 crores (3.1 per 
cent) during the current fiscal 
year (March 29 to December 6 
1974) was much lower than 
that of Rs 690 crores (7.3 per 
cent) in the same period of the 
previous fiscal year. This was 
mainly attributable to smaller 
increases in net bank credit to 
government and bank credit 
to the commercial sector of Rs 
689 crores and Rs 452 crores, 
as compared to Rs 1,092 crores 
and Rs 847 crores respectively 
in the preceding year. 

Net foreign exchange assets 
of the banking sector have 
recorded a larger decline of 
Rs 225 crores as against only 
47 crores in the last year. Over 
the year ended December 6, 
1974, increase in money supply 
at Rs 1,071 crores (10.6 per 
cent) has also been lower than 
that of Rs 1.564 crores (18.3 
per cent) over l lie preceding 
year. 

Irano-Hind Shipping 

lndo-Iranian trade is to be 
boosted up with floatation of a 
joint shipping company in 
Iran. The Irano-Hind shipping 
company, a joint venture of 
the Arya National Shipping 
Lines and the Shipping Cor¬ 
poration of India, will organise 
and operate “efficient shipping 
services between India and 
Iran'* as well as to ports in the 
Far East and on other routes 
to be mutually agreed between 
the two promoting companies. 

Vanaspati Decontrol 

The union government has 
decided to lift statutory price 
control on vanaspati with im¬ 
mediate effect. The govern¬ 
ment's decision follows a mar¬ 
ked improvement in the supply 
position of vanaspati and as* 
surances by the manufacturers’ 
association on behalf of the in¬ 
dustry, to improve production 


Hfid to 'steps trftffetbte that 
prices 'charged byr factories 
ate kept under check, it was 
officially stated. Tifb industry 
is being required also to rest¬ 
rict the usage of groundnut 
oil to the barest minimum (25 
per cent for the time being to 
be progressively reduced fur¬ 
ther) and to depend more on 
non-traditional oils such as 
cottonseeds and rice bran' oil. 

Names in the News 

Union Carbide India Limi¬ 
ted, at its Board meeting on 
December 19, 1974, announced 
the appointment of Mr P.C. 
Banerjca as a whole-time 
Director of Finance of the 
Company, replacing Mr John 
Mc-Gec who is leaving this 
country. The Chairman, Mi 
Keshub Mahindra, announcing 
the appointment of MrBancr- 
jea as Chief Financial Officer, 
stated that out of 10,000 em¬ 
ployees of Union Carbide India 
the number of non-Indian^ 
has now been reduced to just 
three. 

Mr S.Z. Varcie, Executive 
Director of the Tala Oil Milh 
Company Limited, has beci 
elected Chairman of the Pro¬ 
cessed Food Export Proniotioi 
Council at their Annual Gene¬ 
ral Meeting held on Dccembci 
23, 1974 ut Bangalore. Mi 
Varcie is the Chairman of Inter 
national Fisheries Limited, u 
Director of UNITATA, whicl 
is a joint venture of the Tat; 
Oil Mills Company in Malay 
sia. 

Mr M.V. Subba Kao til 
iccently General Manager o 
Andhra Bank Ltd has t< 
taken over as Chairman-cum 
Managing Director of the Ex 
port Credit and Guaranty 
Corporation Ltd. 

Managing directors of tli 
five nationalised banks wh< 
arc to continue in their post 
for another 15 months ar 
also to function as chairmen o 
their respective boards of dim 
tors, according to official noti 
fications issued recently. The; 
are Mr V.D. Thakkar, Ban! 
of Baroda, Mr V.R, Desai 
United Commercial Bank, Mi 
KJK. Pal, Syndicate Bank, M 
PJP. Gtitta, Union Bank o 1 
India, and Mr G. Lakshrni 
aarayaaa, Indian Bank. 
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COMPANY 


pfovement in sugarcane pro¬ 
duction had the desired result 
os a large number of factories 
started crushing operations 
earlier than usual despite high 


AFFAIRS 


"ax Concessions to 
Jnit Holders 

N ordinance was promul- 
itcd on January 7 granting 
tditiona] concessions in in- 
>mc tax and wealth tax to 
elders of units of the 
nit Trust of India. So 
,r income of up to Rs 
(XX) per year accuring from 
jproved investments, in- 
uding units, has been exemp- 
d from income tax. Under 
e present ordinance, an extra 
s 2,000 of income from units 
ill be exempted. Wealth tax 
.eruption will also be given 
the extent of Rs 25,000 over 
id above existing limits for 
vestments in units. 

Circumstances have forced 
e government to announce 
ese concessions. At pre- 
nt the units yield only 
>out 8.5 per cent per 
ar, which is very poor as 
rmpared to interest offered 
' reputed private companies 
even banks, which offer 10 
r cent on long-term fixed de¬ 
bits. Recently thousands of 
lit holders have sold their 
ridings back to the Unit 
ust, which has consequently 
ffered a severe cash drain, 
is hoped that the new eon- 
ssions will revive public inte¬ 
st in units. 

akthi Sugars 

Unless a suitable forward 
oking policy is evolved and 
price of Rs 125 per tonne of 
ne for a basic recovery of 
5 per cent for 1975-76 is 
inounced early, planting on 
~ required scale may not take 
ace and there may even be 
decline in the area under 
ne. The all-India production 
sugar for 1975-76 may even 
11 sharply to 32 lakhs tonnes 
an immediate decision on 
* lines suggested above is 
t taken. This observation 


was made by Mr N. Malin- 
lingain, the Chairman ofSakthi 
Sugars Ltd. while addressing 
the annual general meeting of 
the company. In regard to 
excise duty rebate the chair¬ 
man welcomed the present 
scheme of full excise duly 
rebate in October and Novem¬ 
ber. However, the chairman 
felt that a more liberalised 
approach is essential to make 
the factories crush even in 
the low recovery months of 
June and July so that more 
sugar can be produced. 

As Tamil Nadu is a sur¬ 
plus state, the mills have to 
sell sugar in Calcutta and 
other north Indian markets 
for which a transport charge 
ofRs!8 to 20 per quintal 
has to be incurred. Due to 
this factor, the free market 
realization of the south Indian 
sugar mills when compared 
to those of the north is lower 
by about Rs 20 per quintal. 
Hence the chairman felt that 
it will be an affective incentive 
if the Tamil Nadu government 
can give some concession in 
the purchase tax at least in 
respect of the sugar sold 
in the north Indian Markets. 

The directors of Sakthi 
Sugars are fully aware of the 
new opportunities available 
to the industry and has al¬ 
ready succeeded in developing 
a large-sized complex. With 
the completion of the 4000- 
tonne programme, it is possi¬ 
ble to maximise crushing 
operations during the peak of 
the 1 session and improve the 
recovery of sugar. Hence, the 
directors feel that in the 
current year the factory lias 
to concentrate on improving 
this efficiency of the existing 
plant and machinery so that 
the management can be in a 
position to implement expan¬ 
sion to 5000 tonnes easily. 
The intension presently is to 


costs of production. However, 
the excise duty rebate schente 
announced by the government 
for the season 1974-75 is dis¬ 
appointing and may not result 
m any substantial increase 
avoid crushing in the hot in production. Under this 
season when there will be a scheme, seasons have been 
lower recovery and concent- divided into two periods viz. 
rate on crushing during the early and main, and eligibility 
periods when maximum re- of consessions is based on the 
covery can be secured. The average production of the 
preliminary work connected preceding five years during 
with the project for inanu- the corresponding periods. It 
facturing furfural with foreign might. benefit the industry if 
technical know-how, is in this period of five years is 
good progress. The details reduced to three years and 
of this gaint project is now if the system of excise con- 
being worked out. All these cessions are continued in 
activities will naturally result future also with some adjust- 
in the development of a huge ments in regard to the duration 
integrated complex in the of the main season, which 
Sakthi Sugar area and lead could further be divided into 
to the effective use of the by- two viz. peak recovery period 
products. and low recovery period. The 

additional excise duty rebate 
Kothari Sugars should be extended to low 

• recovery period also. These 

The incentives announced observations are contained in 
by the government for intensi- the Chairman, Mr. D. C. 
fication of cane development Kothari’s annual statement 
and also for quantitative im- circulated to the shareholders 
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of Kothari Sugars and. Che¬ 
micals Ltd. 

The attention of the 
government, the chairman 
said, has been frequently 
drawn by the industry to the 
fixation of a remunerative 
price to the sugarcane grower 
in order that the production 
of sugar could be increased 
to achieve the target set bv 
the government. Hence it 
is imperative that the price 
for cane should be commen¬ 
surate with the level of prices 
obtained by the growers of 
other commercial crops. Even 
the recent revision in the 
basic price for cane announ¬ 
ced by the government docs 
not obtain a remunerative 
price for the sugarcane gro¬ 
wers The prices paid by the 
industry arc much higher than 
these basic minimum prices 
fixed by the government. An¬ 
other important factor that 
has to be given consideration 
by the government to give a 
boost to production of sugar, 
in the chairman's opinion is 
the fixation of a realistic and 
economic price for leavy sugar. 
It used to be the usual prac¬ 
tice of the government, given 
up in the ^car 1969*70 on¬ 
wards, to fix provisional levy 
price before the beginning of 
the season on the basis of an 
estimated recovery and cost 
ofpioduction of cane. The 
prices now prevailing for levy 
sugar are highly uneconomical 
which necessitates increase in 
price of free sugar to make up 
the loss. 

Sugar industry again, is 
largely dependent on bank 
credit for financing its produc¬ 
tion As there has been sharp 
rise in costs o! raw materials 
and stores and as production 
especie 1 to be higher, 
die credit reqaucments of the 
industry v.ill be naturally 
higher this year than in the 
preceding year. Hence the 
chairman pleaded for consi¬ 
derable iclaxatinn in credit 
curbs' 

Madras Refineries 

The Madras Refineries Ltd 
achieved a rccoid crude throu¬ 
ghput of 2 61 million tonnes 
during the year ended June 30, 
1974. Production of ‘Indane 1 
pas(LPG), liign speed diesel. 


lube base stocks and asphalts 
increased by 23 2 per cent, 8.6 
per cent, 3.7 per cent and 5.3 
per cent respectively over that 
of the previous year. The refin- 
eryTuel consumption was redu¬ 
ced by a further five per cent as 
compared to the last year, 
saving over Rs 1.3 crores at 
the current crude oil prices. 
This is indeed a significant 
achievement. 

The refinery crossed the 
10 million tonne mark in the 
manufacture of petroleum pro¬ 
ducts in May 1974, The total 
value of sales during the year 
was Rs 13 937 lakhs as com¬ 
pared to Rs. 6,530 lakhs in 
1972-73. During the year the 
company repaid a loan of? 
J.86 million to the foreign 
lending institutions and Rs 
2.25 crorcs to the government 


of India* The ouUtefwJtag 
dollar and rupee loans as on 
Jiiite 30, 1974 stood at $ % 1 &) 
million out oft 22.32 million: 
and Rs 836.72 lakhs out of 
Rs 2025,31 lakhs. The net 
profit for the year was Rs 6.71 
crores. After providing Rs 5 
crores for development letmtc 
reserve the directors have 
recommended a dividend of 
12 per cent gross on the paid- 
up equity capital amounting 
to Rs 1.5$ crores. A dividend 
of 12 per cent gross was p dd 
for the year 1972-73 also. 

The company has mule 
tremendous progress since its 
inception. The ground breaking 
ceremony for the refinery and 
the fertiliser plant was perfor¬ 
med by the Prime Minister 
Mrs Indira Gandhi in January, 
1967. The years 1967 an 1 


-j 1968 setting Uj 

\the including Ihe lub 

oil Complex and after luitia 
trial runs the fo$taal inaugu 
ration was performed by th 
President of India in Septem 
ber, 1969, During the fn 
years sine* the commcncemci, 
of production, its efforts o 
the physical side has bee 
progressively towards mail; 
taining and improving th 
installed crude proceSsia 
capacity, increasing the prv 
duction of high priced pri 
ducts, improving capaciiic 
of many plants by minor dt 
bottlenecking, reducing th 
refinery fuel and loss an 
developing new products. O 
the financial side, the com pan 
incurred a loss in the fir< 
of its operations and it was lm 
gely due to cause* which wer 



* RUSSIAN FOR EVERYBODY 
provides students of the Russian 
language with a variety of 
teaching aids, both for beginners 
and for advanced-level students. 

* RUSSIAN FOR EVERYBODY 
provides gramophone records to 
help the students to master the 
Russian sound system, accent 
and intonation. 

* RUSSIAN FOR EVERYBODY 
contains special features on 
"Let's Speak Russian/' "Russian 
Speech Habits/' "For You. 
Quick-witted” etc. 

* RUSSIAN FOR EVERYBODY 
portrays the life of the people 
of the Soviet Union. 


RUSSIAN FOR EVERYBODY 
constitutes a standard textbook 
for teachers of Russian • 

SUBSCRIBE 'RUSSIAN fOR EVERYBODY 
FOR THREE YEARS FOR A COMPLETE 
COURSE IN RUSSIAN... AT A LESS 
RATE TOO f 


I 

I 


SUBSCRIPTION RATES 
Single Copy Re. 12$ 
Annual Rs. 14.00 
Three Years Rs. 25*00 


I 

I 


PLEASE SEND SUBSCRIPTION 
DIRECTLY BY M.O.. CROSSED POSTAL 
ORDER OR CROSSED BANK DRAFT 
MADE IN FAVOUR OF ( 

Soviet Land Office, 

to, Sarakhamba Read. New DtlhM10001. 
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ixtraneous to its own opera- 
ions. It was able to wipeout 
he loss and make a profit in 
he second year, and declare 
Jividends for the three subse¬ 
quent years in succession 
Hiding June 30, 1974. 

Shaw Wallace 

The Computer Services 
Division of Shaw Wallace 
itarted operating recently. The 
Division is housed in the 
Jhaw Wallace premises, Mad- 
*as and has the ICL 1901A 
Vfodel with card reader, line 
printer* four tape decks and 
wo disc drives. The neces¬ 
sary software facilities are 
ivailablc on a turnkey basis 
-punching of data cards, veri- 
ication, validation, trans¬ 
action on to magnetic tapes, 
processing of tapes, program¬ 
ing. The Computer " Ser¬ 
vices Division can handle a 
.otal project—from a feasi¬ 
bility report to the actual 
mpigmentation. The Division 
vill undertake smaller jobs too 
ike developing a computer 
iystem according to the clients 
specifications. Computer time 
;an also be rented and the 
•ustomer can use his own 
programmers and operators 
or clients in or around Mad- 
as, hardware and software 
acilities are available on a 
regular daily, weekly or 
uonthly basis. In addition, 
he Computer Services Divi¬ 
sion offers a total consultancy 
iervice. All the computer 
>erviccs, including the consul- 
:ancy service, are also offered 
o clients abroad. A major 
id vantage is that both data 
preparation and processing 
ind programming costs in 
his country are appreciably 
ower than those prevailing 
overseas. The Computer 
Services Division is available 
o government and private 
:oncern&, large hospitals, in- 
iustrial units, educational 
nstitutions, etc. 

Delhi cloth 

Over the years the shortage 
n wage goods industries as 
nuch as in certain basic in- 
Justries and in infra-structur- 
d facilities have occurred, pri- 
narily because management of 
x>th public and private sector 
xndenakings is never allowed 


a free hand. While the former 
is hamstrung by bureaucratic 
regulations the latter is subjec¬ 
ted to an unbelievable mix of 
ideology and regulations in 
detail with the result that the 
overall major objective of 
speeding up economic growth 
has not been achieved. Thus 
the country is faced today with 
a critical situation where two 
opposite forces arc at work. 
On the one hand, the back of 
inflation has not yet been 
broken, and on the other there 
seems to be a beginning in the 
decline of economic activity 
which may develop into a 
recession. The anti-inflation¬ 
ary measures adopted by 
government even though they 
have caused some difficulties, 
il is generally felt were 
necessary. But the question 
is as to how long the govern¬ 
ment should stick to these 
measures, and whether some 
adjustments have to be made, 
if only to ensure that the 
measures do not become 
counter-productive and result 
in creating new problems like 
wide-spread unemployment, 
which would be very dangerous. 

When dealing with two con¬ 
trary trends, a delicate balance 
of course, has necessarily to 
be struck. Stability and 
growth represent two sides of 
the same coin. One cannot be 
pursued at the expense of the 
other. This is neither possi¬ 
ble, nor desirable. What is 
called tor, therefore, is the 
reorientation of policy on the 
principle that economy lies 
not so much in reducing c\- 
penditure, but in making wise 
expenditure decisions. Hence 
it is necessary that while re¬ 
taining a certain amount of 
control over credit, the govern¬ 
ment must at the same time 
encourage investment in in¬ 
dustries. To achieve the 
maximum benefit out or 
investment priorities for 
investment must be in agro- 
based-industries and wage- 
goods industries. The other 
important field of investment 
must be in power, since the 
country has lost a good deal 
of production due to the exis¬ 
ting capacities not being fully 
utilised because of power 
shortage. These observations 
were made by Dr Bharat Ram 


the Chairman of Delhi Cloth 
and General Mills Co Ltd 
while addressing the annual 
general meeting of the Com¬ 
pany. 

The Companies (Temporary 
Restrictions and Dividends) 
Act according to the chair¬ 
man, could have been con¬ 
ceived in a more imaginative 
manner. The provisions of 
this Act do not freeze dividend 
but in fact result in the reduc¬ 
tion of dividend payment. 
It is, therefore, not comparable 
with Additional Emoluments 
(Compulsory Deposit) Act. 
which impounds additional 
payments, but docs not prohi¬ 
bit such payments being made. 
While the minimum dividend 
sum involved is estimated at 
only Rs 50 croies and is not 
likely to have an excessive 
influence on the demand 
factor, its impact on invest¬ 
ment sentiment has been 
disastrous. Even the stated 
objective of government could 
have been secuicd, the chair¬ 
man stressed, if companies 
were allowed to pay dividends, 
as before the Act, but dividend 
in excess of that permitted by 
the present Act was to be 
compulsorily deposited in the 
company and made payable 
with adequate interest say, 
2.5 per cent over and above 
the Bank rate, after a period 
of two years. This would have 
given the shareholders the 
satisfaction of having earned 
the dividends, and what is 
more important it would not 
have had a depressing influence 
on the new issue market. 
Similarly, the measure of 
credit squeeze was imposed 
rather illogically as it froze 
the borrowings of companies 
as on a particular date viz. 
October, 31, 1973. The result 
of this has been that those 
companies who had managed 
their affairs well on that parti¬ 
cular date, suffered most. In 
addition, those companies 
who had large seasonal require¬ 
ments like textiles, vanaspati 
and sugar, were put to great 
difficulties. 

Punjab National Bank 

Punjab National Bank has 
registered sizeable progress 
in almost all spheres of its 
activities, except in the field 
of deposit mobilisation. There 


was of course a general slack¬ 
ness in deposit growth in the 
entire banking system, but 
the impact on PNB was more 
pronounced. PNB's deposits 
rc>sc to Rs 830 crores from Rs 
741 crores — an increase of 12 
per cent in 1974, as against a 
rise of 19 per cent in 1973, 
while in the case of the banking 
system as a whole the rate of 
growth in deposits decelerated 
from 20 per cent to about 15 
per cent. The reasons for the 
slower growth in PNB*s de¬ 
posits last year, of course, 
are not far to seek, De¬ 
posits for this bank have tra¬ 
ditionally been a “walk-in 1 * 
buisness with little attempts 
being made to mobilise them. 
Secondly, as with its credit, 
PNB\ deposits have suffe¬ 
red from seasonality, though 
contra-seasonally to credit. 
Moreover, PNB had been re¬ 
lying very heavily on savings 
and fixed deposits from far¬ 
mers and fixed income groups 
whose contribution last year 
declined considerably. Fur¬ 
ther. the share of institutional 
deposits in the aggregate was 
very low. A drive has now been 
launched by the bank to arrest 
the declining trend in deposits. 
A full-fledged deposits division 
has been created to address it¬ 
self exclusively to the task of 
deposit mobilisation. Steps are 
also being taken to introduce 
marketing approach to deposits 
with a definite branch-wise pro¬ 
gramme. Besides, a sustained 
effort is proposed to be made 
for securing institutional de¬ 
posits. 

The achievements of PNB on 
the credit front, on the other 
hand, are quite significant. 
There was further acceleration 
and diversification in the 
Bank's credit portfolio during 
the year. The credit shot up 
to Rs 500 crores, registering 
an expansion of 16 per cent 
over 1973, as compared to 
14 per cent for the entire 
banking system, The credit 
provided to public sector enter¬ 
prises loo rose spectacularly 
to Rs 60 crores, recording an 
increase of 186 per cent over 
1973. Priority credit, compris¬ 
ing advances to agriculture, 
small-scale industries, trans¬ 
ports exports, etc. in which 
PNB had lagged behind the 
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banking system as a whole, 
picked up reasonably well 
in 1974. This credit went up 
to Rs 165.5 crores, as an 
increase of as much as Rs 
39.4 crores or 31 per cent 
over 1973. Excluding exports, 
priority credit rose by 29 per 
cent and accounted for 24 per 
cent of total credit. On the 
profits side, the bank has re¬ 
covered its position. Provi¬ 
sionally the net profit for 1974 
is put at Rs 3 crorcs, as against 
Rs 2.4 crorcs in 1973. 

The PNB has budgeted to 
mobilise deposits to the order 
of Rs 960 crores during the 
current calendar year, as 
against Rs 830 crores last year. 
Credit is envisaged to be ex¬ 
panded to Rs 600 crotos from 
Rs 500 crores at the end of 
December. Assistance to be 
provided to priority sectors is 
proposed to be increased from 
Rs 165 crores to Rs 230 crores. 

A target of opening 100 bran¬ 
ches has been set for the year 
This will raise the number of 
tranches to 1200 in 1974. In 
1973, 85 new branches ■ were 
opened, of the new branches 
tc be opened this year, 51 will 
be in the rural areas, while 17 
will be in semi-urban centres. 
As many as 51 branches arc 
proposed to be opened in un¬ 
ban ked centres. 

Talking to newsmen while 
releasing the above facts and 
figures about the working of 
the Bank, the Chairman, Mr 
P.L. Tandon, expressed the 
view that the rate of growth in 
bank deposits in general, last 
year had been affected signi¬ 
ficantly by the .rush for public 
deposits by the corporate sec¬ 
tor and the two compulsory 
deposit schemes launched by 
the government to contain 
inflationary pressures in the 
economy. He stressed the need 
for greater discipline by the 
traditional industrial sector so 
that its legitimate requirements 
of bank credit could be met 
reasonably. 

News and Notes 

An ambitious programme to 
flood Utter Pradesh with milk 
& milk products within a year 
is currently on under the aegis 
of Pradeshik Coop . Dairy Fed. 


Ltd 1, the apex body of dairy 
cooperatives of the state. 
The Federations* major acti¬ 
vity at present is the infant 
milk food factory at Dalpat- 
pur. Set up at the cost of 
Rs 1,40 crorcs it started com¬ 
mercial production in January 
1971 and today is working in 
three shifts to its full licensed 
capacity. The union govern¬ 
ment has now issued a letter 
of intent for increasing the 
present capacity of the factory 
from 1500 M.T. to 3500 M. T. 
per annum. The plant for the 
additional capacity will be 
installed next year at the cost 
of Rs one crore. The state 
government has already advan¬ 
ced Rs 22 lakhs for the ex¬ 
pansion programme. More¬ 
over the Federation has been 
entrusted with the implemen¬ 
tation of the ‘Operation flood 
scheme under the World Food 
Programme m eastern and 
western parts of Uttar Pra¬ 
desh. 


in other industries iike sugar, 
etc. The project is being set 
up at Karaikudi, a declared 
backward area, and conse¬ 
quently the company will be 
entitled to central government 
subsidy of Rs 15 lakhs and 
also to several other benefits. 
The plant is expected to go on 
stream by Jauuary 1976. The 
total project cost is about Rs 
4.5 crores out of which share 
capital is Rs i 55 lakhs. The 
balance will be found by way 
of loans and central govern¬ 
ment subsidy. Out of the share 
capital, Rs 130 lakhs consist 
of equity and the balance Rs 
25 lakhs in preference. Fifty- 
one per cent of the equity 
capital has been subscribed by 
the promotors. The remaining 
49 per cent, namely Rs 63.70 
lakhs and the entire preference 
shares of Rs 25 lakhs is now 
being offered to the public. 
The subscription lists openes 
on January 30, The entire 
public issue is underwritten. 


cess. The cost of production b 
this process is on the high side 
The company the other hanc 
has obtained an exclusive tech 
nology from Mitsubishi Cor 
poration, Japan, by which th< 
use of zinc as raw material: 
is avoided and sodium for 
mate is used instead. Consc 
quently the cost of productioi 
will be considerably cheape 
than that of existing manuiac 
urers. By reason of the nev 
technology, the company wil 
be saving nearly Rs 85 lakh 
of foreign exchange every yea 
on import of raw material. A 
against the total indigenou 
demand of 11,000 tonnes pe 
annum of hydrosulphit 
which is expected to go up b 
13,000 tonnes by 1976, th 
total production by the exist 
manufacturers, is only of th« 
order of 8,000 tonnes pe 
annum. Nearly 50 per cent c 
the company's production wi 
be consumed in the state r 
Tamil Nadu, mainly by tk 
handloom sector Hence th 


Under the scheme two 
new dairies at Mceiut and 
Varanasi having a handling 
capacity of one lakh litres of 
milk per day and involving a 
outlay of Rs 1.975 crorcs and 
Rs 1.716 crorcs respectively 
are to be set up by the end 
of 1975. Simultaneously, two 
cattle feed factories are to be 
set up at Meerut and Varanasi. 
Various other programmes to 
increase milk production in 
the district under ‘Operation 
Flood* are being undertaken 
at a cost of Rs one crorc. 
Milk procurement and deve¬ 
lopment activities had already 
been initiated in the Meerut 
region and would be taken 
up shortly in Varanasi region. 
The objeciivc is creation of a 
pipe line by the time the dairy 
units goes into production. 

New Issues 

Tamil Nadu Chemicals Pro¬ 
ducts Limited (TCP), a com¬ 
pany jointly promoted by 
Tamil Nadu industrial Develop¬ 
ment Corporation (T1DCO) 
and Mr B. Ananthaswami, is 
setting up a unit for manufac¬ 
ture of 3300 tonnes per annum 
of sodium hydrosulphitc—a 
chemical extensively used in 
the textile industry and also 


The existing manufacturers company does not envisag 
of hydrosulphite are adopting any difficulty in marketing i 
what is known as the Zinc Pro- products. 


Dividends 


(Per cent' 


Name of the 
company 

Equity dividend declare ft 

Year ended —*-—~ -— 

Current Privioi 
year year 

Higher dividend 




Navusari Cotton 

December 31, 1973 

15.0 

lO.f 

PetladBulakhidas Mills March 31, 1974 

10 0 

Ni 

Rajkumar Mills 

December 31, 1973 

20.0 

10.( 

Tubes and Malleables 

December 31, 1973 

15.0 

10-1 

William Magor 

December 31, 1973 

12.0 

10.< 

Same Dividend 




Anil Synthetics 

April 30, 1974 

Nil 

Ni 

Bengal National 

December 31,1973 

5.0 

5.1 

Textiles 




Textiles Ltd 

March 31, 1974 

Nil 

N 

Cawnpor Textiles 

March 31, 1974 

Nil 

N 

Birla Jute & Exports 

March 31, 1974 

Nil 

N. 

New Rajpur Mills 

March 31, 1974 

Nil 

.Ni 

Reduced Dividend 




Premier Auto Electric June 30, 1974 

10.0 

12. 

T, Stanes & Co. 

March 31, 1974 

12.0 

15. 

Deepak Insulated 

March 31, 1974 

7.0 

10. 

, Cable 




Hindoostan Spg.& 

March 31, 1974 

12.0 

20. 

Wvg. 
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Madura Mills, 
J&P Coats 

and 

A&F Harvev 
unite to form 

MaduraCoats Ltd. 


Today, Madura Coats 
faces the future 
with confidence. 
A future that will test— 
the true strength of 
a company. 

From where has this 
confidence come? 

From a long-standing 
association between 
people who know their 
business—in and out. 

Who know that 
together, they can make 
an even better 
use of their know-how 
and resources... 



To produce superior 
products: yarns, 
fabrics and threads 
for consumer 
and industrial uses. 

To develop new 
products and product 
applications, using the 
latest textile research 
and technology. 

To meet the challenge 
of the futuie. 

Earn more foreign 
exchange. 

Create additional 
employment. 


Madura Coats 

together We can make a significant contribution 
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RECORDS 

AND 

STATISTICS 


Input-output 
economics: a 
classified 
bibliography 

This bibliography includes 
book 5 !, journals and reports 
relating to input output' eco¬ 
nomies. The documents have 
been indexed in classified older 
and their entries arranged in 
alphabetical sequence by the 
names of the authors. In each 
section, the books precede the 
journals and reports, again 
arranged alphabetically. 

The citation of the journal 
has been given in the order of: 
Title of the journal (abbreviat¬ 
ed form); volume number; 
number of the issue; year of 
publication and page number/s. 
The abbreviated forms of the 
journals, used here, stand for 
as below: 

AER- -American Tcono- 
mic Review. 

AER/S - -American Eco¬ 
nomic Association Papers and 
Proceedings. 

AHA -Annals Hi to I subash i 
Academy (Tokyo). 

A J S -American Journal 
of Sociology. 

Anvesak - -Anvesak. 

A V—Art ha Vijnana. 

C J E—Canadian Journal 
of Economics and Political 
Science. 

Ec—Economica. 


e* -— ---- 

This bibliography 
has been prepared by 
Dr. Shrinath Sahai, Uni- 
veisity Deputy Libra- 
rian, Bihar University 
Library Muzaffarpur 
V.__ j 

He N.S.—* Economica, New 
Scries. 

E E H - Explorations in 
Entcrprcncuriul History. 

Em- -Eeonomelrica. 

EPW— Economic and Poli¬ 
tical Weekly. 

E R—Economic Record. 

L; W—Economic Weekly. 

1 E J—-Indian Economic 
Journal. 

1 Li R—Indian Economic 
Review. 

J A S A—American Statis¬ 
tical Association Journal. 

J F E—Journal of Farm 
Economic. 

J M—Journal of Market¬ 
ing. 

J RS—Journal of Region¬ 
al Science. 

J R S S—-Journal of Royal 
Statistical Society. 

M c t— Me t r oecon omica. 

P E-Problems of Econo¬ 
mics, 

P E J—Pakistan Economic 
Journal. 

QBE Slat. -Quarterly Bul¬ 
letin of Economics and Statis¬ 
tics. 

Q J E~-Quarterly Journal 
of Economics. 

R E Slat.—Review of Eco¬ 
nomics and Statistics. 

R E Stud—Review of Eco¬ 
nomic Studies. 

R S E—Review of Social 
Economy. 


Sankhya -Sankhya. 

S C B—-Survey of Current 
Business. 

S E J—Southern Economic 
Journal. 

S I W~ -Studies in Income 
and Wealth. 

S J P E—Scottish Journal 
of Political Economy. 

SPND - Studies Relating 
To Planning for National 
Development. 

W A — Wclwirtschaftiches 
Archiv. 

Y B—Yorkshire Bulletin of 
Economic and Social Research. 

General 

1 Arrow, S. 

Comparisons of input-out- 
putjand alternative projections, 
1929-3J; Ranel Corporation; 
Paper,P—239: 14 April 1951. 

2 Berman, B. R. and Others. 

Projection of a metropolis: 
technical supplement to the 
New York metropolitan legion 
study; Cambridge; Harvard 
University; 1960. 

3 Biswas, A.K. 

Inter-industry transactions 
and national income, mimeo¬ 
graphed working paper; Indian 
Statistical Institute; May 
1958. 

4 Cambridge University, De¬ 

partment ofApphed Econo¬ 
mics. 

Input output relationship 
1.954-1966: a programme for 
growth no. 2; London; Chap¬ 
man & Hall; 1963. 

5 Cambridge University, De¬ 

partment of Applied Eco¬ 
nomics. 

Input output relationships 
1954-1966: a programme for 
growth, N3; London; Chap¬ 
man and Hall; 1963. 

6 Chakraverti, A. K. 

Comparative study of input- 
output and other methods of 
estimating value added by 
sectoral origin; Third Indian 
Conference on Research in 
National Income; Bombay; 
1961. 

*! Chakraverti, A. K. 

On some aspects of the 
structure of the Indian Eco¬ 
nomy; Mimeographed working 


paper; Indian Statistical Insti¬ 
tute; August 1960. 

8 Chakraverti, A. K. 

Role of imports in th< 
economy (estimation of tech 
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As Bombay 


Last Week the editor of this journal was 
_ in Bombay for a few days. It is almost 

CAOC Hfilhi ^ wa y s usc ^ u i t0 tr y to leam in Bombay 
Owvw UGil II how Bombay sees New 1 Delhi, ftating met 


f and talked to those who could see good in 
the central government when there is some good to be seen, as well as those who would 
never give it the benefit of the doubt, the basic as well as the general impression which 
this editor has gained is that there is a broad belief in business circles in that city that 
the economy is at last beginning to stabilize itself. It is not assumed of course that the 
price level has ceased or will shortly cease to be a problem and, as regards money supply 
it is held that the government’s ability to restrain it really firmly, especially in terms of 
fiscal control over its own unproductive or wasteful expenditures, still remains to be con¬ 
firmed. All the same, there is a strong tendency on the part of even the most circums¬ 
pect observers of the economic scene to persuade themselves that the risks of hyper¬ 
inflation are very much less now than what they were around the middle of last year. 
Consequently there is much expectation that it will soon be seen that the New Year has 
taken off reasonably well. 
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' There is naturally quite some readiness to give credit to the series of anti- 
inflationary measures taken by the central government in July last or subsequently. 

| However it is still felt that the government made a mistake in imposing control on divi¬ 
dends on the terms it did although most of the critics of this action are prepared to 
concede that political expediency did demand of the government some gesture of this 
kind. It is believed that, having seen the damage the dividend restraint scheme has done 
to the capital market and to the investor class, the government is now in a position 
to consider remedial measures. Here, the ordinance giving new tax concessions to in¬ 
vestments in units is regarded as an agreeable straw in the wind. To the extent that these 
concessions do result in securing additional investiblc resources for the DTI the morale 
of the capital market is considered likely to benefit both in terms of equity values and 
the prospects for new issues. The abrupt castration of the investment potential of 
institutional agencies such as the DTI has clearly been a major cause of the 
demoralization of the stock exchanges over the latter half of last year. Incidentally, 
now that the central government has concretely shown its concern for the revival of 
jthe capital market, it is generally expected that the dividend restraint scheme would at 
least be suitably modified at the time of the central budget. 

Despite the very real difficulties which the business community has suffered and is 
still suffering as a direct result of curbs on bank credit enforced by the government as 
part of its anti-inflationary policy, quite a large number of industrial borrowers seem 
to have reconciled themselves to the rationing of bank credit as an inescapable necessity 
in the context of severe inflation. Many of them arc also thankful that t he credit curbs 
are coming to be administered on a less sweeping and more selective basis. The prime 
minister’s recent assurance that this is the result of a thoughtful modulation of credit 
policy is greatly treasured. All the same, there are a few who feel that grave damage 
could be done to the level of economic activity, not only in the long term but also in the 
short period, if the very high interest rates charged by the banks on advances arc not 
brought down before the New Year is very much older. Here, even the more conser¬ 
vative expectations seem to be that the Bank Rate should be reduced by at least 
half a per cent once the busy season is over; the assumption seems to be that the ex¬ 
pansion of money supply during the current busy season is likely to be modest 
enough to permit of some lib&ilizatipn of dear money policy. It is also pointed 
out that a lowering of the cost of bank credit would be consistent with trends 
abroad. Incidentally it is believed that the current structure of interest rates on 
deposits with banks should be preserved more or less unchanged so that the saving 
habit may be strengthened and the resource position of the commercial banking sys¬ 
tem put on a stable and buoyant basis in the long-term context. This could be more 
easily done if the central government were to withdraw, as it should, lihe new tax on 
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the earning of banks on their advances, 

Recession fears now seem to be reced¬ 
ing. Not long ago, when the cotton tex¬ 
tile industry particularly was reporting 
accumulation of stocks and consumer re¬ 
sistance, these fears tended to be rather 
acute. Now, in the cotton textile trade 
itself, stocks have started moving and such 
price declines as there had been are begin¬ 
ning to Ik* made good. In the view of 
many in Bombay recession of the type 
seen or feared in the industrialized west 
or Japan is rather unlikely in our country. 
This is for two reasons. In the first 
place there is so much unsatisfied demand 
for all sorts of goods and services that a 
full in prices or even an increase in the 
availability of most of the consumer goods 
helps sales to be maintained or to recover 
promptly after a decline. Secondly, al¬ 
though costs have risen in India as else¬ 
where in the world, the lack of sufficient 
competition among sellers has been provid¬ 
ing them with profit margins which could 
absorb or accommodate moderate changes 
in prices in the downward direction. 

It is of course possible that a recession 
in international trade at large could force 
a reduction in our exports and thereby 
lead to some decline in our economy parti¬ 
cularly in the export sector. Already the 
textile industry is encountering adverse 
winds in its overseas trade but here again 
the problems could be exaggerated. There 
is a widely held view that many Indian 
industries with an export bias are in fact 
in a strong position to compete in over¬ 
seas markets under conditions of increas¬ 
ing competition. In this context it is 
stressed that even a country so aggressive 
in exports as Japan is being prevented 
from resorting to tactics such as dumping 
to any extent because of rising labour costs. 
Provided Indian industry could stabilize 
its own manufacturing costs, the buyers' 
markets abroad might even present it 
with a comparative advantage against 
some of its competitors in international 
trade. 

Business circles in Bombay therefore 
attach considerable importance to pros¬ 
pects of industrial peace and good em¬ 
ployer-employee relations in industry. 
They realize that corporate managements 
have to share with the trade unions the 
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primary responsibility for creating a heal¬ 
thy situation in this regard, but they also 
suggest that government policy is bound 
to play a very important role. Hitherto, 
Under the prevailing inflationary condi¬ 
tions wage settlements have been negotia¬ 
ted again and again or industrial disputes 
settled without much thought being given 
to control of manufacturing costs. This 
practice must necessarily come to an end 
now that consumers are becoming more 
cost-conscious while simultaneously the 
inflation-bonus is being withdrawn from 
profit margins. 

To the extent that trade union 
organizations are unable to readjust 
their thinking to this changed situa¬ 
tion, the government must necessarily 
adopt a positive and firm policy of assist¬ 
ing industry to move towards more viable 
employer-employee relations or wage- 
profit or wage-price equations without 
interruptions to production. Many busi¬ 
nessmen in Bombay, therefore, expect that 
the central government would follow the 
same realistic policy towards industrial 
disputes in the private sector as it 
seems to have adopted in dealing with 
strikes or other threats to production or 
services in the public sector. 

While recession narrowly conceived 
may not be a major threat to the Indian 
economy, the basic problem of recaptur¬ 
ing the trend of industrial expansion re¬ 
mains as urgent and real as ever. In fact 
most business leaders in Bombay believe 
that, instead of talking of having to avert 
a recession, both government and industry 
could more profitably discuss the ever¬ 
present issue of sufficient economic de¬ 
velopment and industrial growth. So far 
as our country is concerned, this was the 
challenge it faced yesterday and this is 
also the challenge which it is facing today 
and will face tomorrow. Here the greatest 
importance is being given to the mitiga¬ 
tion of power shortage, which is a serious 
bottleneck to current production in some 
areas, or recovery of or. improvement in 
the national production and supply of 
basic industrial materials such as coal, 
steel and non-ferrous metals. 

In this connection it was heart-warming 
to listen to many responsible industria¬ 
lists expressing high expectations of some 
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of the Icey ministers in the government. 
Mr T.A. Pai, for instance, seems to be 
everybody's favourite right now. He has 
undoubtedly made a great impression by 
his positive approach to some of our 
current economic problems. One indust¬ 
rialist, for instance, praised him for his 
“no-nonsense” attitude towards efficiency 
in public sector enterprises. Another 
spoke not only approvingly but also 
admiringly of a communication he 
had recently received from Mr Pai's 
ministry asking him whether he had prob¬ 
lems in implementing his industrial 
licences and, if he had, what they were and 
how the ministry could assist him in solv¬ 
ing them. This industrialist pointed out 
that this was the first time that this kind 
of constructive interest had been shown 
by a minist ry in the fate or fortunes of an 
industrial project or scheme submitted 
by the private sector. 

More generally, there ti wide agree¬ 
ment with and support for Mr Pai’s 
policy of doing away with price 
or distribution controls in all those 
cases where controls have not been serv¬ 
ing the genuine interests of production or 
proper distribution. Even those industria¬ 
lists who are conscious of the temporary 
difficulties which decontrol of prices or 
distribution could cause to manufacturers 
in some cases are inclined to welcome this 
policy in the interests of the national eco¬ 
nomy and its long-term growth. 

While all this is encouraging, even more 
heartening is the fact that, perhaps for 
the first time in many long years, 
Bombay's business world seems disposed 
to think kindly of a centra) Finance 
minister. According to more than one 
businessman, the country now has in Mr 
C. Subramaniam a Finance minister who 
could and probably would look at the 
demands of his portfolio with a fresh 
mind. In this context it has been noted 
as a refreshing change that for once an 
ordinance has been promulgated for a 
positive, as distinct from a negative or 
restrictive* purpose. The reference here is 
to'the additional concessions granted to 
investment in units. Although the editor 
of this journal would prefer to remain 
sceptical, he cannot overlook the 
fact that many businessmen seem to be 
more or less convinced that Mr C. $iibra» 
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■niam’s ixrttcomteg- central budget 
fuld jnafcM goad and perhaps even dy- 
|mic contribution to the revival of cco* 
Ernie activity. Although these optimists 
Boid an answer to the question whether 
Icy expect any major concessions 
corporate taxation or central 
cise taxation, they express robust 
ith in the possibility that the central 
idget would change the economic cii- 
ate for the better. 

The prime minister’s induction of Mr 
N. Haksar into the Planning Commis- 
>n as its deputy chairman has been re* 
ived with much approbation by the 
siness community in Bombay. He is 
icod in a class with Mr C. Subramaniam 
cl Mr T.A. Pai as one who would go 
results. It is expected of course that 
s three would make it their business to 
notion as a coherent and co-operative 
un on which the prime minister could 
y for much of the advice that might be 
eded for the working out of an expan- 
mist economic policy at the highest 
/els of government. 

' A few however arc apprehensive 
;it Mr Haksar's presence in the 
inning Commission might have been 
nccived of by the prime minister 
an exercise in creating an ideological 
►unterpoise to Mr Subramaniam and Mr 
[i. In their view the prime minister 
iuld continue to experiment with a 
rategy of checks and balances in these 
idlers only at the expense of further slow- 
g down or otherwise frustrating the pre¬ 
sses of industrial expansion. Others 
!io claim to greater knowledge of or more 
curate information on the subject confi- 
ntly suggest that there are no grounds 
r fearing that Mr Haksar would play 
negative role, and that, on the contrary, 

!» association with important members 
' the cabinet in the task of industrial 
>liey making ought to be highly beneficial 
the country. In any case there is un- 
lalified satisfaction that the prime raini¬ 
er seems after all to be endeavouring to 
it together a team of positive individuals 
r ministering or helping her to minister 
the needs of the economy. , 

Finally it is necessary to record that 
me people are anxiously asking whe- 
er the prime minister or her government 
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now commands sufficient political credi¬ 
bility to be able to do big lhmgs for the 
nation’s economy. The argument is that 
Mrs Gandhi should have shown a*4 least 
five years ago the economic realism for 
which she now seems to be finding some 
use. It is contended that she has let time 
go by and opportunities 'slip with the 
result that she might now find it more 
difficult to do things which would have 
been easier for her when she was eona- 
manding more authority in the country 
and her administration more respect 
among the public. 

As it is, now the prime minister 
seems to be in a political situation in 
which her prime and immediate concern is 
probably with strengthening her position 
in her party and in the politics of the 
country. It is suggested that it is perhaps 
because of these circumstances that there 


Gold and its 
glitter 

In thn last week of December 1974, 
the price of gold in our country ruled at 
almost the same level as prevailed in 
such world markets as London and 
Zurich. At $195.5 an ounce, gold reach¬ 
ed an all-time peak in London on Decem¬ 
ber 27, 1974. Taking US dollar equiva¬ 
lent to Rs 8.6 (rate quoted in Newsweek ), 
it worked out to be Rs 540.6 for 10 
grams as against the price ruling in this 
country between Rs 515 and 520. 

It was at once noted as a signal ren¬ 
dering smuggling of gold into our country 
a losing operation. It may be mentioned 
here that not long ago the smugglers of 
gold were able to obtain more than 100 
per cent profit in our markets. It is 
therefore worthwhile analyzing the 
factors which have brought about this 
dramatic change in gold prices both in 
our country and abroad. 

Ever since independence the import 
as well as export of gold was prohibited 
by our government. In order to have 
a more stringent control on the ownership 
and use of gold, the government of India 
had Framed a new gold policy nearly 
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is currently so speqttteffe^;; 

about an early general electio 
an election held ip the coming moptfes 
would be ;mad vantage from the point of 
view of national economy its a question 
on which there is much difference; of 
opinion. Some feel that the time* 
energy and resources spent on an election 
to beheld within the next few months 
could come in the way of attention, being 
paid as promptly as possible to the 
pressing, economic needs of the country. 
Others, however, suggest that, should the 
election result in imposing on the ruling 
party the discipline of a substantial oppos¬ 
ition in the Lok Sabha so that the new 
government becomes more responsive to 
dissent or minority views and feels a greater 
sense of responsibility for giving a clean 
and efficient administration, the national 
economy would be so much better served 
in the future. 


twelve years ago. It Jiad set three ob¬ 
jectives before itself while framing this 
policy. They were (1) to wean th<? peo¬ 
ple away from the use of -gold; (2) to 
reduce the price of gold in this country 
through u sharp reduction in demand; 
and (3) to save the much-needed foreign 
exchange which was being leaked out by 
smugglers. That the government had 
not succeeded in any one of these ob¬ 
jectives was beside the point. What wa$ of 
paramount importance was that, as the 
price of gold in the international 
markets started moving upwards, there 
was a sympathetic rise in the price 
of gold in our country as well though 
the margin between the domestic and 
the international prices was steadily 
narrowed. 

The price of gold in the world mar¬ 
kets had been closely linked with the 
supply of the yellow metal, the balance 
of payments situation in the leading 
industrialized countries, the world price 
trends in general, and the fluctuating 
reserves of the major trading nations of 
the world. Among the countries which 
mined the largest quantities of gold each 
year were South Africa and the USSSL 
These two countries together accounted 
for more than 80 per cent of the fresh 
supplies of gold each year. The reserves 
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of gold were the largest with the USA 
followed by West Germany, France, the 
USSR, Switzerland and Italy, Out of 
total stock of international reserves of 
152.8 billion of Special Drawing Rights 
(SDRs) at the end of 1973, the share 
of gold was nearly one-fourth at 35.8 
billion SDRs indicating that gold still 
occupied a no mcah position in this 
regard. As the value of world trade 
increased, fears were expressed that the 
absence of liquidity would tend to stifle 
its growth. A number of countries led 
by the USA were in favour of treating 
gold as any other metal and diminishing 
its role as a reserve currency. There was 
also another group of countries (Fraacc 
was the leader of this group) which 
wanted gold to be strengthened as a 
reserve currency of the world. 

The fixed exchange rate system evol¬ 
ved by the International Monetary Fund 
at Brelton Woods had a successful opera¬ 
tion for more than two decades because 
the USA had guaranteed the supply of 
gold bullion at *35 an ounce. While this 
privilege had been denied to US citizens 
since 1933, the USA had honoured its - 
commitment to the world monetary sys- . 
tem of making available gold at the 
stipulated price. At the close of the ; 
fifties, its gold reserves were valued at l 
*22 billion (at the ruling price of *35 an ] 
ounce). By 1968, the US stocks of gold i 
had dropped by 50 per cent. The bulk \ 
of it was taken up by such gold-hungry ( 
countries as France, and traditional *! 
buyers such as India and Pakistan _ 
(through smugglers). Of course, a part 
of it was also used for iodusrial purposes. J 
Alarmed at the fast rate at which its gold * 
reserves were diminishing, the US 1 
government evolved a two-tier system. It < 
ceased the sale of gold to private traders S 
outside the USA but agreed to have deal- t 
mgs with central banks. The price of a 
gold was pushed up to *38 an ounce 1 
because the free market price of gold si 
had risen much beyond *40 an ounce, d 
Under the two-tier system, the USA not a 
only agreed to sell gold to central banks l 
of seven industrialised countries (the ai 
USA, the UK, West Germany, Italy, R 
Belgium, the Netherlands and Switzerland) a 
at *38 an ounce, but also obtained an cc 
assurance Irom these banks that they st< 
would refrain trom selling or purchasing d< 
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gold in the free market. This two-tier 
system operated tilt 1971. In the mean¬ 
time the free market price of gold shot 
up beyond *100 an ounce. The US 
government also raised the price of gold 
, to *42.22 an ounce though it was out 
of tune with the ruling market price. 

And then came, in the last quarter of 
1973, the oil crisis which threatened to 
reduce the reserves of the industrialized 
countries drastically. At the same time, 
inflation raged all over the world and in 
many countries faith in gold was revived. 
Even in the USA, where gold bullion 
had been denied to the citizens since 1933, 
demand for gold was expressing itself 
through heavy purchases of coins whose 
acquisition was not prohibited. The USA 
imported in 1974 sizeable volume of 
coins from all over the world to satisfy 
the domestic demand. Realizing that 
this tendency was resulting in the outflow 

Revalutiou of Gold Reserves 

(In billions of US dollars) 



Gold reserves 
at $42-22 
an ounce 

Gold reserves 
at $170.4 
an ounce 

W. Germany 

4 9 

19 7 

France 

4*2 

16-9 

Italy 

34 

13 8 

Switzerland 

5*5 

13 9 

Netherlands 

2-3 

9 1 

Belgium 

18 

7 1 

UK 

09 

3 5 

Industrial Europe 

21*3 

85 4 

US 

n-5 

46-2 

Japan 

0 9 

3-5 

Less developed Areas 
Of which: 

3 8 

15 0 

Nine Middle-East countries 1 2 

4 8 

World 

42 4 

169 8 


S- 1 VM.V. i iautfV ICVtUUBU BS UHlGttU gOlO flOICUrigS 

on January 9, 1974. The new price at $170-4 an 
ounce was fixed on the basis of the average of the 
two fixings on the London gold market on 
January 7. 


of dollars, the government of the United 
States decided to sell two million ounces 
of gold from its stockpile at a public 
auction on January 6, 1975. On Decem¬ 
ber 31, 1974 the ban on private owner¬ 
ship of the yellow metal had been with¬ 
drawn. Also, in the middle of December, 
at a meeting between the President of the 
United States, Mr Gerald R. Ford, 
and the President . of the French 
Republic, Mr Valery Giscard d’Estaing,, 
a decision was taken to allow the 
central banks to revalue their gold 
stocks at the market price. All these 
decisions created real as well as specula- 
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five demand for gold with the result tgj 
asstated above, on December 27, 19] 
the price of gold reached ah all-tiq 
peak at *195.3 an ounce. In Paris, go) 
prices pierced the l20O ceiUng. 

It was expected that the free tale j 
gold bullion in the USA would attra 
many an investor who was afraid t 
putting his savings in stocks or in bat 
deposits because of the steadily risi t 
prices and fall in the purchasing pow 
of the dollar. However, all the calculi 
tions made by bankers and others prove 
wrong and the demand for gold in tl 
USA in the first week of January tumc 
out to be only a fraction of what ha 
been anticipated. This had an unfavoi 
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Ksult that prices tumbled to about $174 
h ounce. It was too early to draw any 
Inclusion from this initial coolness of 
IS citizens to gold bullion. The demand 
br this metal might pick up later on as 
le impact of such unorthodox writers 
s Hany Browne (author of best-seller 
you Can Profit from a Monetary Crisis”) 
as known to be considerable. Writers 
uch as Browne had expressed their 
preference for gold in these words: “The 
jasic protections against a runaway 
inflation will be—as has always been the 
;ase historically—gold, silver and foreign 
jurrencies that are’nt afflicted with simi¬ 
lar runaway inflation.’* Incidentally the 
recent fluctuations in the price of gold 
yere in themselves a potent reason for not 
pegging the future of world trade on a 
feserve of such a volatile kind. 

The decision of the American and 
French presidents to allow the central 
banks to revalue their gold reserves at 
current market prices of gold was taken 
by the oil-exporting countries as a threat 
to them. When asked to comment on 
the decision of the two presidents regard¬ 
ing the upvaluation of gold stocks, the 
Shah of Iran is reported to have said: 
“If the up-pricing of gold held in stock 
by various countries led to an erosion of 
the real purchasing power of oil-exporting 
nations of revenues accruing from ex¬ 
ports of their oil, these countries should 
take necessary steps aimed at protecting 
their real purchasing power”. The oil¬ 
exporting countries felt that the oil¬ 
consuming countries’ answer to the in¬ 
crease in oil prices was a corresponding 
raise in gold prices. However, there 
was no indication that these countries 
had been increasing their stockpiles of 
gold. Whatever gold had been imported 
by some of the oil-producing sheikhdoms 
in the past few years was for tranship¬ 
ment to other countries and not for 
inflating their own holdings. 

A natural outcome of the revaluation 
of the gold reserves would be a sharp 
increase in money supply of the world 
at a time when inflation had the upper 
hand in many countries. The IMF had 
not taken a decision in regard to the 
revaluation of its gold reserves and 


US Foreign secretary, there was no 
likelihood of the USA also revaluing its 
gold reserves at the ruling market prices. 
How far gold will come to be treated 
as any other metal depended on the atti¬ 
tude of the leading industrial nations. 
As stated earlier, the USA was keen to 
dethrone gold from the pedestal of a 
reserve currency. The IMF also, six years 
ago, had started the creation of Special 
Drawing Rights so that the future growth 
in world trade was not dependent upon 
gold reserves and the flow of trade was 
not hampered by the shortage of liquidity. 
Now that the world free price of gold 
had receded after having touched the 
ceiling of $200 an ounce, it was safe to 
assert that for the next few months the 
price of gold must rule at the current 


Who exploits 
labour? 

The chief minister of West Bengal said in 
Calcutta on December 20, 1974 that if 
the governments, both at the centre and 
in the states, conducted their adminis¬ 
tration in close cooperation with the 
trade unions, it would help to stop the 
exploitation of labour in the country. He 
observed that, as the chief minister dur¬ 
ing the last three years, he had realised 
the value of such cooperation. He cau¬ 
tioned the working class against the 
ultra-leftists in the labour movement 
whose only aim was to grab the control 
of trade unions. He declared that the 
government of West Bengal would never 
allow the exploitation of labour and he 
claimed that his government had taken 
more measures for the protection of 
workers’ interest than of the governments 
in the past 25 years. Mr Ray made these 
remarks while inaugurating the National 
Convention of the Hind Mazdoor Sabha. 

The chief minister’s statements may 
give an impression that labour in India 
continues to be exploited. But who ex¬ 
actly is doing this exploitation? Is it the 
private sector or the public sector or 
both, and if so, what precisely are the 
forms in which the exploitation is taking 


BT ^However, themcSonary tenden- 
cies witnessed in some industrialised 
countries might gather momentum, thus 
depressing the price of gold further. 

In our country, the use of gold for 
the manufacture of jewellery has gone 
down considerably with the sharp in¬ 
crease in the price of this metal. But 
old habits die hard. Income-tax raids 
in many urban centres in recent months 
had shown that many families were hold¬ 
ing on to gold ornaments whose value 
was beyond the permissible limit. Still 
a vast section of society in our country 
finds in gold a hedge against inflation. 
It will take many more years to persuade 
the people to stop investing in gold 
ornaments and take to investment In 
productive activities. 


place? The general feeling in the country 
is that the central and the state govern¬ 
ments in recent years have been pamper¬ 
ing labour. The level of wages in the or¬ 
ganised industries has been steadily and 
substantially increased during the last 
few years. Mr P. K. Nanda, the president 
of the Association of Indian Engineering 
Industry, revealed in New Delhi on the 
December 20, 1974, that in certain cities 
in India workmen earned as much as 
Rs 1600 to Rs 2000 per month and he 
pointed out that “there arc very few 
amongst the working population from 
all walks of life who can claim to earn 
that figure”. Besides, steps have been 
taken in other directions to improve the 
status of the industrial worker by ex¬ 
panding the level of his participation in 
many areas of decision-making, by estab¬ 
lishing shop councils and similar 
bodies, by introducing incentive schemes 
linked to productivity; and in various 
other ways. These measures, however, 
have not helped to improve industrial 
relations to any appreciable extent. 

The latest official figures indicate that 
the number of man-days lost on account 
of strikes and lock-out in India declined 
from 20.54 million in 1972 to 17.97 
million in 1973. Of the latter, the cen¬ 
tral sector accounted for 2.78 million 
man-days and the state sector for 15.19 
million man-days. Though this may 
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seem to indicate a slight improvement, 
the fact is that in 1973 deterioration in 
industrial relations tool place mostly in 
vital sectors such as coal and other mines, 
railways, ports and docks. It is also 
significant that in West Bengal, vhich 
is so important to the country from the 
point of view of industrial production 
and export, the number of man-days lost 
on account of strikes and lockouts rose 
steeply to 6.58 million from 3.96 million 
in 1972. In fact in 1973, of all states in 
India, West Bengal accounted for the 
largest number of man-days lost due to 
the.strikes and lock-outs. The trend is 
shown in the following official figures. 

Tabu. 1 

Number of Man-days Lost on Account 
of Strikes and Lock-outs in Major 
States 


It is, of course, true that management has 
to do a great deal to facilitate an improve¬ 
ment in labour productivity. But this 
task is made extremely difficult by the 
indifferent and irresponsible attitude of 
trade unions towards problems of pro¬ 
ductivity. The unions have done little 
to create a sense of pride among workers 
in their job. On the other hand, the 
unions are trying, deliberately to foster 
indiscipline among them. To quote Mr 
Nanda again: “Some of them regard dis¬ 
cussions on productivity an anathema. 
Over the years they have injected into 
the system of work relationships a great 
lack of dignity of labour. We have a 
situation where a peon or a clerk would 
not carry his own books if they weighed 
more than two kilos or that a driver 
would not clean motor cars for it is a 
cleaner’s job, or that a sweeper would 
not dust a piece of furniture for it is a 
peon’s job. Or that a peon would not 


a lack ot realisation that a mpbm 
trade unionism is a necessary pJ 
requisite as much as a responsible J 
efficient management for building up] 
sound industrial future”. A signified 
remark he made was about over-emploj 
ment in the engineering industry, jj 
pointed out that at the national lev 
over-employment in manufacturing uni 
was far costlier than unemployment. Th 
trend prevails and persists in many oth 
industries also but it seems that there 
hardly any prospect of corrective acti< 
being taken in this regard in the ne 
future. 

In her address to the 20tb annual sc 
sion of the Indian National Trade Unic 
Congress in Bombay on Decemh 
28, Mrs Gandhi told the workers that 
mere increase in wages, bonus or alkv 
anccs w r ouId not solve the economic pn 
blems of the country and that the 


(Million Man-days) 


State 

1971 

1972 

1973* 

I. Total for all 
States 

16.55 

20.54 

17.97 

Of which: 




1. Bihar 

0.68 

0.60 

0.26 

2. Gujarat 

0.14 

0.27 

0.35 

3. Kerala 

3.12 

3.21 

1.30 

4. Maha¬ 
rashtra 

2.05 

3.53 

2.39 

5. Tamil 
Nadu 

1.71 

4.27 

1.46 

6. West 
Bengal 

4.29 

3.96 

o.58 

11. Total (1) to 
(6) 

11.99 

15.84 

12.34 

Ut. (U) As per 
cent of (1) 

72 4 

77.1 

68.7 

* Provisional. 




What is even 

more 

disturbing is that 


there has been hardly any substantia] im¬ 
provement in labour productivity in the 
country as a whole. Mr T, K. Nanda 
said that 4< the average productivity in 
India’s engineering industry relative to 


serve a glass of water to a thirsty visitor would only diminish the value of the rupi 
because it is some one elsc’s job. I give and the workers real earnings. She urge 
these trivial examples only to highlight the working class to boost production: 
how deep-rooted the malady has become”, all spheres to meet the daily nccessiti 

of the common man. But will the true 
Mr Nanda added that there was “a unions and the political parties that di 
complete breach between identification of minute them adopt a truly constructs 
interests of labour and managements and approach? 



The capital and investment market of 1944 able to the three defects already stated. It folio* 
was dominated more or less entirely by abnormal therefore that improvement and reform for tl 
factors like military events, investment controls future must consist very largely of moderation < 
and prohibitions, price controls, etc. and as such elimination of these defects. Ultimately, indee 
can hardly furnish much guidance to the more these defect themselves proceed from the fact th 
permanent problems of peace and reconstruction, the whole mechanism of the market rests on tf 
For the latter purpose, we must fall back very foundation of individual judgment and inves 
largely on our experience of the past and this ment enterprise, ii is true that expert and high 1 
experience established very clearly that the specialized intermediaries the brokers — exi 
main deficiencies of the market are three viz., the to offer guidance to the investing public. Bi 
staggering waste of mistaken or incompetent pro- experience proves conclusively that their existent 
motion; high instability of values and consequent does not modify in any substantial manner the it 
deterrence to genuine investors; and finally, the herent drawbacks and weaknesses of individui 
tendency to waves of over-investment and unde**- judgment which more often than not is apt to h 
investment with their serious reactions on produc- lay and unin&tructcd judgment. In other wuitk 
tion and employment. It is true that the general, the drawbacks and weaknesses of the investor* 
uninstructed public is apt to think of this market judgment constitute the real basic problem of thi 
more m terms of frauds and mal-practiccs than capital and investment market and the main direc 
any technical deficiencies, but it will be found on tion of reform must be to find effective means a 
deeper reflection that thqge evils are largely trace- protect the investor against hiraelf. 


international standards is indeed low”. 
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fROM THE CAPITAL’S 


R. C. Ummat 


CORRIDORS 


The Oil Scene • Essential Commodities 
Identification 


OtL matters have bsen very much to 
the fore during the pist fortnight. We 
had the privilege during this period of 
playing host to two high digaitaric? from 
iwest Asia-—Sheikh Zayed bin Sultan 
il-Nahyan, the President of the United 
Arab Emirates, and Sheikh Mbhammed 
bin Mubarak al-FChalifa, the Foreign 
minister of Bahrain. Another very dis¬ 
tinguished visitor last week was Lord 
Balogh, the British minister of state for 
Energy. 

Along with oil matters, our overall 
economic relations with the west Asian 
nations have been receiving great consi¬ 
deration in the highest quarters in the 
recent past. They came up for discussion 
not only during the visits of the UAE 
President and the Bahrain Foreign minis¬ 
ter, but have also been receiving great 
attention otherwise in view of the recent 
/isit of a delegation of Iranian trade and 
industry representatives and the current 
\isit to west Asia of a seven-member 
Indian industrial delegation under the 
leadership of Mr K. K. Birla, the Pre¬ 
sident of the Federation of Indian 
Chambers of Commerce and Industry. 
Mr IC. D. Malaviya, the union minister 
for Petroleum and Chemicals, too is 
currently in Iraq for a meeting of the 
lado-Iraq Commission for Economic Co¬ 
operation. 

supporting Arab cause 

We, of course, have been keen on in¬ 
culcating close relations with the west 
Asian nations right since independence; 
the government of India has been 
warmly supporting the Arab causes all 
these years. But this keenness has grown 
further following the developments on 
the global oil front during the last two 
years. As a result of the near-quad¬ 
rupling of the prices of west Asian 
etude oil, our balance of payments 
position has come under very heavy 
strain. Efforts, therefore, are being made 
for arranging crude oil supplies from 
west Asia—nearly 65 per cent of our 


requirements of crude oil and petroleum 
products have to be met by imports, 
overwhelmingly from this region—in a 
manner which would not put our econo¬ 
mic growth in jeopirdy. Besides the 
assistance available from the Interna¬ 
tional Monetary Fund under the “oil 
facility” created by it last year, efforts 
arc b^ing made to secure some direct 
credits from the west Asian oil-rich 
nations and also for stepping up exports 
to this region so tint adequate supplies 
of crude oil can be ensured. The deve¬ 
lopment plans of the west Asian 
countries, which are bound to receive 
great impetus following billions of dol¬ 
lars flowing into these countries as recei¬ 
pts for crude oil exports, too offer great 
opportunities for lado-wcst Asian colla¬ 
boration in the economic fields. We are 
in a position to meet the requirements 
of west Asian nations not only in respect 
of such commodities as sugar, basmati 
rice and various other consumer items 
but also equipment for industry and 
building up of infrastructure. 

economic relations 

Tnat the west Asian nations too are 
interested in having close economic re¬ 
lations with our country is evident from 
the Indo-Iran collaboration in the deve¬ 
lopment of the Kudremukh mines for 
supplying iron ore to Iran Bahrain 
has suggested that Indian expertise could 
be availed of by it for constructing a 
$233 million dry dock there. The UAE 
has shown interest in technical assistance 
from here for its industrial growth. Like 
Iran, it has well evinced interest m ma¬ 
king investments in our country in some 
joint ventures. It ib said to be prepared 
even for joint ventures in third countries 
with our collaboration. We are already 
collaborating with Iraq and Iran on 
a significant schle in tne building of 
Infrastructure there. In Iran, we also 
have an oil exploration concession in 
partnership with Gulf Petroleum and 
BNf. Further, an Indo-Iran shipping 


venture lias been launched recently. Iraq 
is said to be favourably inclined to have 
our Oil and Natural Gas Commission 
for exploring oil in some ureas there. 

So far as supplies of crude oil are 
concerned, the UAE, it is understood, 
will be supplying this year at least two 
million tonnes. U has agreed to supply 
“substantial’' quantities ot crude on a 
long-term basis at “favourable terms”. 
Though the details of the supplies on 
long-term basis are yet to be finalised, 
the UAE, it is learnt, would be able to 
make available some soft loans for meet¬ 
ing the cost of these imports. 

offshore exploration 

Another significant gesture made by 
the LKE president during his visit to 
New Delhi early this month has been the 
offer of assistance for our offshore ex¬ 
ploration programme by providing foreign 
exchange fot the purchase of drilling 
ships and other equipment. An agree* 
meat has as well been signed for setting 
up an Indo-UAE Commission for 
Industrial, Scientific and Economic Co¬ 
operation. 

The Bahrain Foreign minister ruled 
out any significant crude oil exports to 
our country because of the declining trend 
in that country’s output. But some ad hoc 
imports of such petroleum products as fuel 
oil and diesel oil are not ruled out. The 
Bahrain Foreign minister too has sought 
our collaboration in the industrial projects 
of his country. A delegation will be 
visiting Bihrain for this purpose shortly. 

Assistance for our offshore oil explo¬ 
ration programme has been offered by 
the British state minister for Energy, 
Lord B ilogh. It, of course, is to be 
primarily technical—interpretation of the 
offshore exploration data. Not only 
Indian oil experts are proposed to be invi¬ 
ted to the UK. for training under this pro¬ 
gramme but also some British experts 
might visit India. Britain, Lord Balogh 
told newsmen last week, had developed new 
techniques for offshore oil exploration 
which nave been found highly rewarding 
in the North Sea ventures. 

Underlining the similarity of the 
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|c«pe#gy pftfblem faced by us and Britain. 
LordBaldjgh as well disclosed that Jiis 
country would supply to us tour coal 
cutting machinery units worth £ 3.2 
million for our coal development pro¬ 
gramme. Emphasising that nest to atomic- 
power, coal currently was the cheapest 
spurce of energy, he indicated that "a 
plan for action” was expected to be 
drawn up on his return to London in 
consultation with the British C oal Board 
tor further assisting our coal industry. 

So far as the oil supply situation on 
the domestic front is concerned, the union 
ministry, of Petroleum and Chemicals 
is understood to be tying up arrange¬ 
ments for ensuring about 22.5 million 
tonnes product availability. Under the 
existing arrangements, two million tonnes 
crude oil is to be imported from the 
UAE. Saudi Arabia U to supply to 
the public sector agencies 1.1 million 
tonnes. Public sector imports from Iran 
are Itkelv to he of the order of 3.8 million 
tonnes under a contract already reached. 
Under an agreement with Iraq, four 
million tonnes crude oil were to be sup¬ 
plied to u-s by that country between 1973 
and 1975. Thus, about 1.5 million tonnes 
will be available this year from this 
source. Indications arc that both Iraq and 
Tran may supply some additional quan¬ 
tities also. The recent changes in the 
pricing pattern of west Asian crude, 
however, has made imports by the oil 
companies costlier by 8 to 13 cents than 
governmental imports. Thus, efforts are 
being made to increase governmental 
imports. Nearly eight million tonnes 
crude oil is expected to be available this 
year from indigenous sources. Libya too 
has offered two million tonnes this year, 
but imports from this country will have 
to be swaped with some other sources in 
view of the high transportation costs 
involved. The government sources feel 
confident that the current year's expected 
demand would be met squarely. 

Meanwhile, the striking of oil in the 
third well also in the Bombay High struc¬ 
ture has raised hopes that the interim 
programme of having nearly a million 
tonnes output from this oilfield by the 
middle of next year would now definitely 
materialise, ft also holds out promise that 
the Bombay- High area, when fully deve¬ 
loped, may be able to yield as much as 10 
million tonnes crude oil annually by the 
end of the current deeadc.lt is estimated 
that nearly 100 wells will have tobcdrillcd 
to develop the area fully. This may cost 
about Rs 500 crores. At the current 
prices of crude oil. all this investment, 
however, can be recovered in a single 
year of the estimated production of 10 
million tonnes crude. The interim pro¬ 
gramme has been drawn up to make the 
Bombay High venture more or less self- 


finanemg. 

Thcvselsitnic surveys of the two blocks 
in the offshore Cambay area in the west 
and the Bay of Bengal in the east, which 
have been licensed for exploration to two 
foreign concerns, too have indicated the 
possibilities of striking sizeable oil re¬ 
serves. The data yielded by these surveys 
are being currently interpreted. Drilling 
in the two areas is expected to be taken 
up by the licensee concerns in the near 
future. 

* * 

The task of identifying the essential 
commodities the uptrend in the prices of 
which the union government is anxious 
to contain within reasonable limits is not 
likely to be completed even by the end 
of this month, although it was taken up 
by the department of Civil Supplies 
nearly two months ago. Not that the 
task has not been taken up in right 
earnest; in fact, a good deal of considera¬ 
tion has already been bestowed on the 
issue. But the delay in completing it 
has been caused by the fact that the state 
governments are being fully associated 
with the job. 

The representatives of state govern¬ 
ments met at a conference here a few 
weeks back. The minister for Industry 
and Civil Supplies, Mr. T.A, Pai. d»d 
some loud thinking at this meeting. The 
New Delhi conference has been followed 
up by two regional meeting*- one at 
Cochin in the south and the other at 
Bombay in the west. Another meeting 
has been arranged for the eastern states 
at Calcutta on January 23. Consultation 
with the northern stales arc also going 
on. It is proposed to hold another 
conference at New Delhi after the Cal¬ 
cutta meeting to bring about a consen¬ 
sus among the stale governments on the 
very essential items the availability and 
prices of which should be kept under 
close watch. 

To make the scheme effective, it is felt 
that the list of essential commodities will 
have to be kept to the minimum. Under 
the Essential Commodities Act of 1955 
nearly CO items are listed for keeping 
their prices in check. The erstwhile civil 
supplies organisation at the centre used 
to look after 20 essential commodities ■ 
the other 40 items were being looked 
after by the various economic ministries 
concerned. The 20 items looked after 
by the erstwhile civil supplies organisa¬ 
tion included foodgrains, edible oils 
(including vanaspati), kerosene, diesel 
oil, paper and stationary, drugs and 
pharmaceuticals, baby, food, textiles, 
matches, sugar, soap, cycle tyres and 
tubes, bicycles, electric lamps, soda ash, 
torch cells, hurricane lanterns, razor 
blades, footwear, milk and household 


Utensils. $S»c Mohan Qfsarja CommUce, 
which last \ytot into the issfe a%sh, 
had suggested' that besides Jobdgraim, 
the primary concern of thfc gorntmaem 
should be to effectively look after the 
containment of tht prices of stich other 
commodities as pulses, sugar, vanaspati 
and processed edible oils, milk, common 
clothing, common footwear, kerosene and 
other commercial domestic fuels, stan¬ 
dard washing materials and school text¬ 
books. 

The department of Civil Supplies ha< 
suggested that instead of one compre¬ 
hensive list of essential commodities the 
prices of which should be controlled or 
kept at a reasonable level through balanc¬ 
ing supplies and production, three lists 
should be drawn up. In the first list 
should be included, besides foodgrains- • 
wheat and rice primarily and coarse 
grains and pulses whenever thought 
necessary--sugar, vanaspati and other 
vegetable oils, standard cloth and house¬ 
hold fuels like kerosene and soft coke. 
In respect of these commodities, all efforts 
arc proposed to be made to adjust sup¬ 
plies to demand through raising output 
and ensuring essential inputs going into 
their production. 

The second list, it is thought, should 
include cement for public sector projects, 
low and middle income groups and slum 
clearance; paper and stationary (including 
exercise books for students); yarn for 
weavers; (4) diesel oil for agricultural 
purposes; essential drugs; washing soap: 
salt; and matches. The supplies of these 
commodities arc envisaged to be made 
available at reasonable rates to the 
vulnerable sections of society on a priority 
basis. Production has to be at least 
balanced to the priority demand. 

In the third category arc to be in¬ 
cluded baby food, tyres and tubes for j 
cycles, scooters and trucks and common 
footwear. In the ease of these commo¬ 
dities, it is felt that only a very careful 
watch should be kept on their prices and 
production trends. 

Cooperate ex are envisaged to play a 
great role in the programme. They have 
to be strengthened for this purpose. It 
is further felt that enlightened consumer 
movement will also have to be fostered. 
With a view to expeditiously raising the 
production of industrial goods coming 
in the ambit of this programme, emphasis 
is proposed to be placed on fuller utili¬ 
sation of the existing capacities. Where the 
existing capacities are insufficient, priority 
is to be accorded to augment capacity as 
quickly as possible by including the items 
concerned in the category of core industry 
whose requirements are provided preferen¬ 
tial treatment in respect of finance, raw 
materials, etc. 
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Irons PF MEW 

IMF chief looks at 

world inflation 


To-day, I thought it might be appropriate 
or me to say a few words about the 
talurc and causes of the accelerating in- 
Ution from which the world has recently 
icen suffering, and in particular about 
ny inter-relationships that may exist bet¬ 
ween inflation and recent developments in 
lie exchange rate system. 

A certain degree of price inflation has 
»een pervasive throughout the postwar 
>criod. During the 1950s its importance 
eemed on the whole to be declining but 
ater the trend was reversed. During the 
ecade of the sixties national income 
leflators in the industrial countries rose, 
mi the average, at an annual rate of 3.4 
>cr cent. While the rate of increase fluctu- 
led somewhat there was a gradual tenden- 
y for inflation to gather speed towards 
iie end of the decade. F or a year or two 
his tendency was checked by the rcccs- 
ion of 1970 and 1971, but in the follow- 
ng years the acceleration was rapid in- 
ced with price increases of over 7 per 
ent in 1972 and .almost 12 per cent in 
973 and 1974. 

lcveloping nations* plight 

Developing countries have always, on 
he average, had higher rates of inflation 
han industrial countries, but the same 
rend is visible among them: their con- 
umer price indices, which had risen at 
n average rate of 13 per cent during the 
965-72 period, accelerated to 24 per cent 
n 1973 and 35 per cent in the early 
nonths of this year. 

During the 1950s and 1960s those who 
leplored what was then called inflation 
ould console themselves with the thought 
hat at least it was accompanied by an 
mpreccdentedly rapid expansion in 
>roductton and rise in living standards, 
f the inflation had to any extent served 
o promote the exceptional real growth, 
t might seem to some not too high a price 
o pay. In the 1970$, however, a very 
mister phenomenon, previously familiar 
o us only from the history of hyper-in- 
laMoas, has reappeared and recently be- 

KASTERN ECONOMIST 


Text of a speech delivered by j 
H. Johannes Witteveen, Managing 
Director of the International 
Monetary Fund, to the American 
Economic Association and the 
American Finance Association 
in San Francisco, California, on 
December 28, 1974. 
v_> 

come acute, namely, the concurrence of 
steeply rising prices with declining output 
and rising unemployment. This pheno¬ 
menon, sometimes termed “stagflation," 
presents those responsible for economic 
policies with an excruciating dilemma. 

Looking back, it would seem thaf the 
present inflation had begun as the normal 
expression of an excess-demand situation 
evoked by policy responses to a preced¬ 
ing recession. The source of many of 
our current problems may be traced to 
the slowdown in economic activity which 
occurred in 1970-71 in most industrialized 
countries. Real output expanded rather 
sluggishly during these two years, averag¬ 
ing 2.7 and 3.7 per cent in real terms for 
the industrialized countries as a group. 
Government policy subsequently became 
more expansionary. With hindsight, it is 
possible to say that the fiscal and mone¬ 
tary policy actions taken were probably 
too stimulative. For instance, the average 
rate of monetary expansion in industrializ¬ 
ed countries increased from a relatively 
moderate rate of 7 per cent during 1969-70 
to over 12 percent in 1971 and 1972. This 
high rate of monetary growth was accom¬ 
panied by, and to some extent reflected, 
the pursuit of expansionary fiscal policies 
in many countries. To this expansion in 
the monetary aggregates in the various 
national economies must be added the 
sharp increase in credit available through 
the Euro-currency market. The estimated 
size of the Euro-currency market increas¬ 
ed from $44 billion at the end of 1%9 to 
#132 billion, or almost 1$ per cent of the 
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world monetary stock, at the end of 1973. 
This must have contributed in no small 
measure to world-wide inflationary forces. 

As a consequence of the stimulative 
actions taken during 1971-72, the world 
economy entered a phase of strong expan¬ 
sion in 1972-73. During these two boom 
years the rate of ical GNP growth aver¬ 
aged 6 per cent, a rate that was not sus¬ 
tainable on a long-term basis. As bottle¬ 
necks and capacity constraints were reach¬ 
ed, excess demand pressures built up 
quickly and contributed to the price in¬ 
creases to which wc have referred. 

Though the current inflation began 
and gathered strength under the stimulus 
of demand pressure, there seems little 
doubt that in its latter stages it has been 
aggravated and accelerated by cost-push 
factors, some of which, in turn, hajrc ari¬ 
sen from particular features of the de¬ 
mand inflation. It is these cost-push fac¬ 
tors which in turn have been responsible 
for the coincidence of inflation and dec¬ 
lining output. 

foodstuffs affected 

Thus, the boom of 1972 and 1973 had 
a particularly strong effect in raising pri¬ 
ces of foodstuffs and raw materials. Long- 
run factors such as rising population and 
rising per capita income may have been 
tending to expand demand for agricultural 
products faster than the trend growth of 
supply. However that may be, supplies 
have recently been curtailed by a series 
of bad harvests. Consequently, agricul¬ 
tural stockpiles vvcic reduced. Their dis¬ 
appearance removed a factor which had 
served to mitigate the price raising effects 
of past periods of industrial expansion. 
The elimination of the stockpiles served as 
a signal to speculators that future shor¬ 
tages would find expression in price chan¬ 
ges rather than in sales from existing 
stocks. 

The rise in the price of foodstuffs and 
most other primary products, though of 
unusual magnitude, must itself be regard- 

JANUARY 17, 1975 



ed as an aspect of demand-induced inf a- 
tion. The same cannot be said of the 
sharp increase in crude oil prices at the 
end of 1973 which added another power¬ 
ful impetus to world inflation. Petroleum 
is the single most important commodity 
in world trade and its widespread use as 
an industrial input, as well as a consumer 
good, affects wholesale and consumer 
price indices directly. It has been esti¬ 
mated that the direct impact of the crude 
oil price increase added some 2 to 3 per 
cent to world prices. 

effect on finished products 

The soaring flight of primary product 
pricesarising from these causes would 
appear to have stimulated an increase in 
the prices of finished products greater 
than could be accounted for by its direct 
effect on costs. It has done so by evok¬ 
ing increases in other cost elements to a 
groater extent than could be justified by 
demand conditions, thus magnifying and 
accelerating the inflation. 

Thus, labour has generally been un¬ 
willing to accept the drastic reduction in 
real income growth—or even absolute 
decline in real income—which the rise in 
primary product prices would tend, under 
market principles, to require of it. And 
this reluctance has understandably been 
enhanced by the increases in paper profits 
which the inflation itself, in conjunction 
with conventional principles of cost ac¬ 
counting based on historic costs, has ten¬ 
ded to bring about. 

Another important element in this con¬ 
nection is indexation. Many wages and 
social benefit payments had been indexed 
during the late sixties and early seventies 
when wc experienced an inflation that 
was relatively mild compared to our pre¬ 
sent situation. Often, these contracts 
contained threshold clauses, providing for 
increased wages or benefits only after a 
certain price index had increased by a 
stipulated percentage. The accelerating 
price inflation in 1973 triggered many of 
these clauses and consequently costs to 
business enterprises and governmental 
expenditures for social benefit payments in¬ 
creased. At a late stage in inflation, when 
price expectations, enhanced by an uncer¬ 
tainty factor, are tending to exceed actual 
inflation indexation may play a part, in 
conjunction with demand management, in 
bringing the process to an end. At an 
earlier stage, however, its influence almost 
certainly runs the other way. 

As regards profit margins, two oppos¬ 


ing forces have probably been at work. 
Insofar as firms have based their pricing 
policies on historic cost or insofar as price 
controls, where they exist, have been ad* 
ministered on this basis, price increases 
may have been temporarily mitigated or 
held back. There has, however, been a 
very natural, and indeed desirable, ten¬ 
dency for firms to shift their pricing poli¬ 
cies to a replacement cost basis even 
where national authorities have been re¬ 
luctant to reckon taxable profits in this 
way. On the other hand, the widely prac¬ 
tised system of percentage markups as 
such is obviously one which tends to 
multiply the price raising effects of any 
increases in costs of materials or labour, 
whether these increases are a reflection of 
demand-pull or cost-push factors. Where 
the total amount available for distribu¬ 
tion between capita! and labour in industry 
has been diminished by the rise in primary 
product prices, the combination of linking 
wages to the cost of living and the appli¬ 
cation of percentage price margins by 
employers sets up a perfect mechanism 
for the production of a wage-price spiral. 

The system of direct taxation in in¬ 
dustrial countries, both on account of 
its progressivity and of its adherence, in 
some countries, to historic cost-account¬ 
ing principles, tends, of course, to act 
as a drag on demand inflation. There 
have been indications, however, that it 
may be tending to promote cost-push in¬ 
flation insofar as unions in their wage 
bargaining and employers in their pricing 
practices try to maintain a given net-of- 
tax income. Somewhat ironically, with 
a progressive tax system the effect of such 
further inflation will be still further to 
reduce real after tax incomes. 

accelerating pace 

As inflation has persisted at an acce¬ 
lerating pace, people have become in¬ 
creasingly more conscious of it, increas¬ 
ingly inclined to expect its continuance, 
and increasingly desirous of protecting 
themselves against it. This may even go to 
the point where economic units try not 
only to recuperate past losses, but also 
make an attempt to protect their 
position against the expected future ero¬ 
sion of their economic position due to 
inflation by anticipatory price or wage in¬ 
creases. This has naturally given a fur¬ 
ther impetus to inflation and, together 
with the factors already mentioned, has 
contributed to a shortening of the time 
lags between the various stages of infla¬ 
tion. Thus, we have shorter union con¬ 


tracts, indexation of wage and social bene 
fit payments, flexible interest rate clauses; 
changes in accounting practices, and other 
arrangements under which price increases 
are passed on more rapidly than wOuW 
otherwise be possible and perhaps even k 
a magnified form. 

AU these factors, taken in conjunction 
not only contribute to the inflationary 
Spiral but, by accelerating the interaction 
of price on price, make the system in¬ 
creasingly sensitive to exogenous inflation 
ary shocks. In this context it is easier 
to understand the magnified repercussion^ 
of the increase in oil prices which l refer¬ 
red to earlier. 

warning note 

I do not wish to embark, today, on 
the theme of what requires to be done to 
counter inflationary pressures, or to re¬ 
medy the stagflation from which we suffer 
today. 1 would only sound one warning 
note, derived from a good deal of Fund 
experience. Partial measures, designed 
to hold down the price of particular goods 
and services, such as those which enter 
prominently into cost of living indices or 
those produced by the public sector, 
whether they operate by way of price con¬ 
trol or of subsidy, are unlikely to be suc¬ 
cessful in reducing inflation as a whole 
and may often stimulate demand. In ad¬ 
dition, they usually create scarcities or 
divert resources from their most appro¬ 
priate uses. Only comprehensive measu¬ 
res whether in the field of demand mana¬ 
gement, or of incomes policy, or both, 
will serve. 

Thus far, the causes of inflation which 
I have analyzed have been those which 
could operate in a closed economy. I 
should now like to focus on an aspect of 
the arrangements governing the transmit¬ 
tal of inflationary or deflationary impul¬ 
ses between countries. 

It has not escaped notice that the 
period —from 1973 on—in which inflation 
has begun to get out of hand in the world 
is also the period during which floating 
exchange rates have been the rule rather 
than the exception among industrial coun¬ 
tries. The question is whether this is, a 
chance combination of circumstances, or 
whether there is an interrelationship bet¬ 
ween the two phenomena and, if so, what 
it is. 

First, a few words on the role of in¬ 
flation in the abandonment of the par 
value system. 

As wc have seen, a moderate degree of 
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(inflation prevailed throughout the post- 
! war period, becoming less moderate in 
! tlie late 1960s. Moreover, the character of 
the inflation changed somewhat, cost- 
push elements becoming more prominent. 
Whereas earlier inflation had been fueled 
by reconstruction needs and sometimes by 
the incapacity of governments to finance 
their expenditures without recourse to the 
banking system, later the prime motive 
was to preserve a high level of employ¬ 
ment which, given more aggressive beha¬ 
vior of labour, could only be done at ris¬ 
ing price levels. 

Stable exchange rates can only be com¬ 
bined with desired levels of employment 
when there is a consistent development of 
price levels in different countries. Now, 
'abstractly, the mere fact that prices are 
rising everywhere does not prevent rela¬ 
tive national price levels from remaining 
constant or moving in a direction consis¬ 
tent with international equilibrium. In 
practice, however, the higher the degree 
of inflation, the larger are likely to be 
the divergences in inflation rates. More¬ 
over, there is no reason why such diver¬ 
gences should occur in the direction re¬ 
quired by structural changes affecting the 
balance of payments. 

cost-push element 

The growing importance of the cost- 
push element in inflation probably tended 
to accentuate these divergences and to 
necessitate exchange rate adjustments. 
While profits were high and unions un- 
aggressive. countries in payments difficulty 
could get back into balance by slowing 
down the expansion of demand without 
undue effects on employment; when cost- 
push became the driving clement in infla¬ 
tion, this ceased to be true and devalua¬ 
tion became the only solution. 

Of course, exchange rate adjustment 
could take place under the par value sys¬ 
tem. During the sixties such adjustments 
were often unduly delayed, but later, 
when they became more frequent, the 
volume of anticipatory capital move¬ 
ments grew too great to be contained 
within the structure of this system, and 
resort to generalized floating became in¬ 
evitable. 

A question which is perhaps more 
controversial than that of the role of in¬ 
flation in compelling a transition to flexi¬ 
ble exchange rates is that of the possible 
role of the flexible exchange rate system 
in promoting inflation. 

There are various reasons, much dis¬ 


cussed in the literature, for thinking that 
exchange flexibility and in particular free¬ 
dom from the obligation to adhere to any 
particular exchange rate should make it 
easier for a country to cope with infla¬ 
tionary pressures and to preserve inter¬ 
nal financial stability. 

In the first place the option of allow¬ 
ing one's currency to appreciate should 
enable the monetary authorities of a coun¬ 
try to buffer it against the impact of de¬ 
mand pressures from abroad whether 
these arise from lax demand policies prac¬ 
tised in other countries or from structural 
shifts in foreign trade, though in the lat¬ 
ter case adjustments will still be required 
as among particular industries. It should 
also enable them, though at some cost in 
terms of exchange stability, to protect the 
monetary system against an influx of re¬ 
serves that would otherwise be difficult 
to offset. The degree of insulation against 
external shocks that is achieved in this 
way is reduced by a number of factors. 

Thus, the more inflationary countries 
may for a time attract a sufficient volume of 
investable funds to prevent their exchange 
rates from falling, and those of the less in- 
fiationary countries from rising. Again, the 
low level of foreign trade elasticities in the 
short run means that when exchange rates 
do move the buffer against external demand 
variations will be fully effective only after 
a time lag. Nevertheless, the monetary 
insulation will operate immediately, and 
I think that countries like Germany or 
the Netherlands would feel that the re¬ 
gime of floating rates had served to pro¬ 
tect them, at least in some measure, 
against imported inflation. At the same 
time, it has to be borne in mind that in¬ 
sofar as this mechanism tends to prevent 
the spread of inflation it also tends to 
concentrate and magnify it in the coun¬ 
tries in which it originates. 

an advantage 

A second, though related, advantage 
of the flexible rate system from the stand¬ 
point of stabilization policy is that the 
instruments of demand management, 
particularly monetary policy, operate 
much more powerfully on the domestic 
economy when they are not subject to 
the leakages that affect an open economy 
under fixed exchange rates. Monetary 
contraction need no longer be frustrated 
by an influx of reserves and money from 
abroad and will, by promoting exchange 
appreciation, exercise a deflationary 
effect on the current account balance of 
payments. Here again, some of the 
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deflationary effect will be achieved at the 
expense of other countries, but these 
countries have both the incentive and 
the possibility to follow suit with effec¬ 
tive stabilization policies of their own. 

Balancing these arguments in favour 
of flexible rates, there arc two arguments 
frequently advanced against flexible rates 
from the standpoint of stabilization policy. 
There is, first, the contention that govern¬ 
ments, especially democratic ones, are 
naturally prone to pursue expansionary 
policies and that exchange flexibility re¬ 
moves the inhibitions formerly imposed 
upon this tendency by fear of running 
out of reserves and of incurring the 
political odium of devaluation. There is 
some force in this contention, though the 
fact that under floating rates the effects 
of overexpansion must be kept at home 
with immediate repercussions on the 
domestic cost of living should provide, 
to some extent, a substitute discipline, if 
possibly a less effective one. 1 must add 
that there is not much evidence that the 
transition to floating rates in 1973 has 
led to a perceptible loosening in demand 
management. The expansion in money 
stocks which laid the foundation for the 
boom took place from 1970 to. 1972 which, 
despite an interlude of floating in 1971, 
was on the whole a period of fixed.rates. 

familiar argument 

Another familiar argument against 
floating rates which seems somewhat 
dubious in practice is the contention that 
spontaneous inflation pressures within a 
country which would, under fixed rates, 
have been dispersed harmlessly over a 
wide area where they could he more easi¬ 
ly dealt with might, under floating rates, 
be “boxed in,” as it were, in the country 
of origin in a way that makes them more 
difficult to control. This might have some 
validity under a system of free floating 
when countries were forbidden to in¬ 
tervene to support the exchange rate, but 
under the system of managed floating 
which actually prevails countries arc free 
to intervene in support of the rate and 
when domestic inflationary pressures are 
strong are very likely in practice to do so. 

There arc, however, some other rea¬ 
sons for suspecting that floating rates 
may on balance have contributed to the 
average rate of inflation among countries 
in the last year or two. Most of these 
operate from the side of costs rather than 
of demand. For example, there is the 
question of the risks attached to inter¬ 
national transactions and to the produc- 
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tion of internationally traded goods. We 
have seen some rather large fluctuations 
in exchange rates since generalized float¬ 
ing began, particularly as between the US 
dollar on the one hand and the curren¬ 
cies participating in the EEC snake on 
the other, where the amount of stabiliz¬ 
ing official intervention has been rather 
small. Thus, the deutsche mark appreciat¬ 
ed some 30 per cent vis-a-vis the dollar 
from February 14, 1973 to July 1973, 

then depreciated by 22 per cent by a date 
in January 1974. Five months later, by 
May of this year, the mark had risen 
again by 20 per cent to a new peak only 
to fall JO per cent to a new trough in 
September. Since then it has risen again 
by nearly 10 per cent. It can be argued 
that these fluctuations have shown a 
declining tendency. Nevertheless, they 
have been large, and must have added to 
the risks of doing business not only as 
between the two countries in question 
but among all those countries whose 
currencies are tied cither to the dollar or 
to the DM, or even those which try to 
steer a middle course between the two. 


high spreads 

While one can hedge in forward 
markets against some of these risks, these 
markets are not well developed for all re¬ 
levant maturity periods, and the spreads 
charged on forward contracts are relati¬ 
vely high. Besides, production of inter¬ 
national trade goods or investment in 
such production involve many types of 
exchange risks which cannot be hedged 
by short-term forward contracts. Of 
course, devaluation and revaluation risks 
would exist under a par value system 
also; moreover, in some cases the ad¬ 
justment of exchange rales facilitated by 
a flexible system will serve to offset 
other risks, such as the risk of divergent 
developments in domestic currency costs. 
But the sort of short-to-medium term 
fluctuations tin rates, to which I have 
drawn attention have characterized the 
flexible rate system up to now, and it 
would be strange if required profit 
margins had not been widened to cover- 
such risks. 

These fluctuations probably promote 
inflation in yet another way. Exchange 
rates influence the distribution of de¬ 
mand between domestic and foreign pro¬ 
ducts, and rate fluctuations will involve 
demand shifts which will later in some 
measure be reversed. These demand 
shifts may well exercise a ratchet effect 
on inflation. Given the downward rigidi¬ 


ties in wages and prices characteristic of 
modern industrialized economies, shifts 
iu purchase patterns brought about by 
the exchange rate changes, or even the 
expectation of such shifts, may tend to 
raise prices in the countries of depreciat¬ 
ing currency without effecting a corres¬ 
ponding price reduction in the countries 
of appreciating currency. It might be 
argued, in view of the slowness with 
which demand patterns respond to 
exchange rate changes, that this 
ratchet effect would not be very impor¬ 
tant for fluctuations as short term as 
those to which I have just referred. How¬ 
ever, there is evidence that prices are 
adjusted to meet changes in competitors’ 
prices evoked by exchange rate move¬ 
ments in advance of the expected shifts 
in demand, and that these anticipatory 
price adjustments are more marked in the 
upward direction. 

This brief review of the interrelation¬ 
ship of inflation and exchange rate flexi¬ 
bility seems to yield some tentative con¬ 
clusions. In the first place, the influence 
of inflation on the exchange rate regime 
has been more considerable than the 
influences operating in the opposite 
direction. As regards the bearing of the 
exchange regime on inflation, 1 would 
say that floating makes it easier for 
countries with relatively strong anti¬ 
inflation policies to achieve the desired 
results; but that the price for this is 
more inflation in countries already in¬ 
flating more strongly. Thus, floating 
which is partly caused by differences in 
rates of inflation in its turn increases 
these differentials. With respect to the 
average rate of inflation in all countries 
taken together, floating exchange rates 
may have been a slight additional fillip 


to inflation, particularly through their 
effect on the risk element. 

An important distinction has to be 
drawn between the role of the floating 
technique in permitting prompt adjustmen 
to underlying trends or even to cyclica 
reactions in the balance of payment 
and its role in permitting shorter 
term fluctuations. The first aspect i 
almost entirely beneficial from the 
standpoint of inflation control, as indeec 
from the aspect of adjustment in general 
The second aspect is the one that nuu 
cause trouble both for stabilization policj 
and, indeed, for adjustment also. 

In a decision adopted last June the 
Executive Directors of the Fund hav 
agreed on a set of guidelines or principle 
which its members will attempt to foUo\ 
to avoid disruptive exchange ran 
movements under floating. The cours 
of action which the guidelines encouragi 
is that of smoothing out day-to-day an< 
week-to-wcek fluctuations in rate* 
resisting over-rapid movements of rate 
in any particular direction, and resistinj 
undue deviations in rates from the! 
medium-term norm, if such can be dis 
cerned. This would tend to climinati 
the additional risk resulting from cxces 
sive short-run fluctuation in exchangi 
rates. 

In the further development and ap 
plication of these guidelines l therefore 
see a possible remedy for any net tend 
ency that may exist for the floating rat 
system to promote inflation. This argue 
strongly for the development of the in 
ternational consultation and cooperatioi 
which could make these guideline 
effective 
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Trends in Indo-UK 


economic cooperation 


DURING Tilt: last three years, lndo-UK 
[economic relations had exhibited robust 
signs of improvement in sharp contrast 
to the unhappy trends in the liftics and 
i he sixties. 

Till 1970-71, India's exports to the 
UK had continually declined. And this 
ilso applied to its imports from the UK. 
I he share of the UK in India’s exports 
Icclincd from 28.1 percent in 1955-56 to 
11.1 per cent in 1970-71; during the 
s.imc period* the share of imports fell 
l oin 26.6 per cent to 7.8 per cent. 

The year 1971-72 marked the begui¬ 
ling of the upward trend in the devel¬ 
opment of the trade relations between 
he two countries. India's imports juni- 
>cd from Rs 126.8 crorcs in 1970-71 to 
Rx 216.9 crorcs in 1971-72 recording a 
isc of more than 70 per cent in one 
ear. Consequently, there was a general 
ncrease in the total turnover of Jndo- 
Jritish trade. In the subsequent years 
iJso, the rising curve of trade kept 
noving upwards 

purt in exports 

The year 1973-74 witnessed a spurt 
n exports to the UK at Rs 258.3 crorcs 
is against Rs 172.5 crorcs in 1972-73. 
inports also rose from Rs 225.5 crorcs 
n 1972-73 to Rs 245.1 crorcs in 1973-74. 
This sharp upturn in turnover came 
ibout despite such negative factors as 
he UK’s entry into the European Econo¬ 
mic Community, increased competition 
n the UK market for traditional Indian 
\ports and the general fall in demand 
[ti< the UK due to the recessionary ten¬ 
ancies, 

The upward trend in the development 
>t lndo-UK trade continued in 1974-75 
is well. According to British statistics, 
India's exports to the UK during the 
first seven months of 1974-75 was valued 
at £116.2 million (Rs220 crorcs) against 
£72.7 million (Rs 137 crorcs) during 
[the corresponding period in the preceding 
year. It was expected that during 1974* 
i75 the value of India's exports to the UK 
would be more than Rs 410 crorcs. 

Some important steps for attaining 
l ianomic Times 9 October 14, 1974 


this target had already been undertaken. 
One of them was the organisation of 
India's trade exhibition which was spon¬ 
sored by the Trade Development Autho¬ 
rity, and which was held in London in 
October, 1974. This exhibition had ren¬ 
dered substantial help to Indian busi¬ 
nessmen in securing large orders foi lhe 
supply of engineering goods to the UK. 

Bi Rain's expotts to India were also 
developing progressively. 

imports from Britain 

Dining 1973-74 the sale of British 
goods to India amounted to Rs 245 
crorcs against Rs 225 crorcs in 1972-73. 
In 1974-75 it was expected that, taking 
into account Hie latest developments in 
India's imports from the UK, the total 
amount of imports would cross the 
Rs300crorc mark. 

The UK was expected to supply to 
India a large quantity of coal-mining 
equipment which was urgently needed to 
raise annual production to 135 million 
Innnes of coill in 1978-79. 

Dm ing Scptembcr-Novcmbcr, 1974, 
three delegations of British manufac¬ 
turers of coal-mining equipment had paid 
visits to India and, as a result of their 
discussions at the ministerial level, a 
contract for the supply of mining equip¬ 
ment valued at Rs 6.4 crorcs had been 
signed. 

The conclusion of this ueal in which, 
it was understood, the prices paid by 
India were more than 20 per cent above 
the international prices for similar eq¬ 
uipment," was to a great degree facilitated 
by the extension of a British credit. 

Generally speaking, loans and credits 
from the UK had greatly helped in 
developing British's exports to India 
during the last 15 years. Even the import 
policy for 1974*75 had a special clause 
which provided that 25-30 per cent of the 
total amount of import licences issued to 
small-scale units exporting less than 10 
per cent of their output was to be under 
the UK credit. 

Also, during the first seven months of 


the current financial year, the UK had 
extended to India loans and credits 
valued at 8 70 million on terms which 
were more favourable that all the other 
foreign loans. 

The to la I value of the UK's finan¬ 
cial aid to India during 1958-1973 was 
L 589 million (Rs 1063 crorcs); it con¬ 
stituted 10 per cent of the total aid re¬ 
ceived by India till the end of 1973-74. 

Tabu. I 

Britain’s Financial Aid to India 

(As on 31-3-74) 

(Rs crorcs at post-devaluation 
rate of exchange) 

Amount Amount % 



a utlio- 
nsed 

utilised 

(3/4) 

..... -—- 

--- 

■. , -.— 

- A __ 

(1) 

(2) 

0) 

(4) 

Total foreign 




aid to India 

11767 

9%6 

81.0 

UK aid 

UK aid as % 
of the total 

1177 

1087 

92.4 

aid (2/1) 

10.0 

J0.9 

r —- 


Source: “Explanatory Memorandum on 
the Budget of the Central 
Government for 1974-75" New 
Delhi, J974. 

Nearly one-thud of the total value of 
the UK's loans and credits to India was 
in the form of project aid which helped 
to finance such projects as Durgapur 
Steel Plant, Heavy Electricals (Bhopal), 
Oil India and Hindustan Cable. 

Out of the remaining 67 per cent of 
the total UK aid to India 10 per cent was 
in the form of debt relief. The UK had 
been one of the first countries to provide 
debt relief to India and 57 per cent of it 
was in the form of non-project aid. 

A substantial part of this non-pro¬ 
ject aid amounting to £ 32.5 million 
(Rs 61.3 crores) came under the Kipping 
loan scheme which had been designed to 
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finance the purchase of components, 
spare parts and raw materials by British 
subsidiaries and branches in India as well 
as by Indian companies using British 
equipment and components. These loans 
had to a great extent assisted in the ex¬ 
pansion of the activities of British com¬ 
panies operating in India. 

The total value of British private 
capital investments in India was, accord¬ 
ing to British statistics, more than £290 
miltion (this did not include investments 
in the petroleum industry). 

At present British companies com¬ 
prised the largest number of subsidiaries 
and brandies among all foreign com¬ 


panies in India. At the beginning of 
15*72-73 British companies had 148 sub¬ 
sidiaries in India (68.2 per cent 
of the total number of subsidiaries 
of foreign companies in India) 
with paid-up capital of Rs 179.77 crores 
(65.9 per cent of the total) and with 
assets of Rs 637.58 crores (59.1 percent 
of the total). 

British companies also led in the 
number of subsidiaries with 100 per cent 
foreign equity participation. There were 
65 such subsidiaries at the beginning of 
1972-73 (70.6 per cent of the total) with 
paid up capital of Rs 109.45 crores 
(48.0 per cent of the total) and with 
assets of Rs 718.10 crores (45.6 per cent 

Tabu, U 


[POINTS OF VIEW 

of the total for all subsidiaries of foreig 
companies in India with 100 percen 
equity participation).* 

British companies, as was shown in 
recent review of the Reserve Bank c 
India, had the highest profit-investmei: 
ratio among all foreign companies in Indi 
which made it possible for them to rem 
during the period 1964-65—1969-70 moi 
than Rs 100 crores by way of dividends. 

Total annual earning on British in 
vesLmcnts in India, according to Brilis 
statistics, increased during 1967-1972 fror 
£ 18 million (Rs 34 crores) to £26 millio 


* “Directory of Foreign Collaborations i 
India”, Delhi, 1974. 


lndo-UK Trade : 1951-52—1973-74 


(at post-devaluation rates) 


1951-52 1955-56 

1960-61 

1965-66 1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

1972-73 

1973-7- 

I. Exports 











Rs crores 2%. 1 259.1 

0/ 

/o 

io total Indian 

269.0 

228.2 

202.4 

22). 0 

201.5 

165.1 

174.4 

168.7 

172.5 

258.3 

Exports 26.8 28.1 

II. Imports 

26.9 

18.1 

17.5 

19.1 

14.8 

11.7 

u. i 

10.5 

8.8 

10.7 

Rs crores 255.8 272.2 

0/ 

/O 

to total Indian 

342.2 

235.0 

165.5 

162.7 

127.5 

102.6 

126.8 

216.9 

225.5 

245.1 

Imports 18.5 26.6 

111. Balance (1-11.) 

19.3 

10.7 

8.0 

8.1 

6.7 

6.5 

7.8 

12.0 

12.7 

9.4 

Rs crores 40.3 —-13.1 

—73.2 

6.8 

36.9 

66.3 

74.0 

62.5 

47.6 

—48.2 

—53.0 

13.2 






Source : “ 

Commerce" Annual Number, 1971, 







“Eastern Economist" Annual Number, 1974. 






‘‘Monthly Abstract of Statistics’ 

' October, 1974. 
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Profitability of UK Companies in India 






1964-65 

1965-66 

1966-67 


1967-68 


1968-69 


1969-70 

I. Dividend remittances 

203.0 


194.2 

225.6 


264.7 


265.2 


299.4 

i. All foreign companies 











Rs min. 











ii. UK companies 

Rs min. 

138.3 

140.5 

166.5 


186.7 


180.0 


189.1 

H. Rate of return 











l. Subsidiaries all foreign 




6.2 


6.8 


6.2 


6.6 

companies % 
ii. Subsidiaries of UK com- 

6.6 


5.5 





7.6 



panics % 

6.6 


6.0 

* 7.1 

_„ . _ _ 


6.9 


6.9 
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Rs 49 crores) and their cumulative total 
or this period reached £ 137 million 
Rs 258 crores), while new investments in 
he same period had not exceeded £ 53 
nillion (Rs 100 crores). 

British companies also headed the list 
>f all collaboration agreements approved 
>y the government of India during 1957- 
974. The total number of collabora- 
ions between Indian and British com¬ 


panies had exceeded 1100 during this remittances 
period. This constituted just 25 per cent to the UK v 
of the total number of foreign collabora- . .. i 
lions approved by the government of w ' 

India. These collaborations, a majority frw VP ' 

of which were purely technical, also , ' . nn 2‘ 
yielded sizeable profits to British com- 

^ lU1!Cs ‘ credits woul 

increased tr 

Thus, from 1064-65 to 1969-70, the towards tin 
total amount, of royally remittances and and technic; 

Ta Aiu. IV 

s Place ia UK Overseas Direct investments and learnings 


remittances of technical fees from India 
to the UK was more than Rs 20.6 crores. 

In the light of the above develop¬ 
ments. it was safe to predict that in the 
next few years the upward trend in the 
development of Indo-UK economic rela¬ 
tions would be maintained. New loans and 
credits would lead to the development of 
increased trade and more flexible policy 
towards the import of foreign capital 
and technical know-how. 


( £ million ) 


1967-72 


1 I 

2 

3 

I. Investments 



i. Total UK overseas direct 
investments (Net) 

281. 

410 

2. UK direct investments in 

India (Net) 

11 

9 

3. (2/1) % 

3.9 

2.2 

II. Earnings 

i i. Total UK overseas earnings 

438 

568 

1 2. UK earnings in India 

18 

20 

i 3. (2/1) % 

4.1 

3 5 

|ill. Earnings 
| investment ratio 

(all UK investments) % 

155 8 

138 5 

! IV. Earnings 

investments ratio 

(UK investments in India) % 

163.6 

222.2 


4 

5 

6 

7 

8 

549 

546 

675 

731 

3192 

9 

I! 

9 

4 

53 

1.6 

2.0 

1.3 

0.5 

1.7 

650 

710 

717 

915 

3998 

21 

28 

24 

26 

137 

3.2 

3.9 

3.3 

3.9 

, 3.4 

118.4 

130.0 

106 2 

125.2 

125.2 

233.3 

254 5 

266.7 

650.0 

258.5 


Source: ‘ 

‘Trade ; 

and Industry" 

June 13, 1974, 


Turn V 

Royalty and Technical Fees Remittances front India 

(Total 1964-65 -1969-70) Rs million 


Country 

Royally 

Remittances 

Total 

remittances 

ot technical 
fees 

remittances 

(2+3) 

1 

2 

3 

4 

All countries 

i. Subsidiaries and minority companies 

214.0 

251 4 

465.4 

Pure technical collaboration 

71.4 

32.5 

103.9 

. Total 

2S5.4 

283.9 

569.3 

UK 

i. Subsidiaries and minority companies 

83.3 

98 4 

181.7 

. Pure technical collaboration 

18.5 

6.6 

25.1 

. Total 

101.8 

105.0 

206.8 


Source: ‘‘Survey of Foreign Financial and Technical Collaboration in Indian Industry—1964-1970’* 
“RBI Bulletin”, June 1974. 


EASTERN ECONOMIST 


113 


JANUARY 17, 197 











London 


The oil “miracle” in 

Jossleyn Hennessy the Gulf states-I 


I 

Oman 

Head of State and Premier II. M. 

. Sutlan Qaboos Bm Said 
Exchange Rate 0.81 Riy.ils-£l 
(£- LJ.S. $ 2.33) 

Rm.MTiNCHr.ASts in oil revenues have 
transformed Oman, which until four years 
ago was Jiving in the mediaeval era. 
Revenues from oil totalled $1% million 
in 1973 and earnings could reach $7Si 
million this year. 

The Sultan's aim is to use oil revenues 
to build an extensive network ofeconomic 
and social infrastructure and to diversify 
the economy by developing agriculture, 
fishing and minerals in prep.uation for 
the day when Oman oil will be depleted. 
To this end, development advances 


rapidly and British linns have been 
1 especially active and successful in obtain- 
; mg a good shaie of new contracts esti¬ 
mated to exceed some £100 million, 

S Oil dominates the economy and 
revenues from oil accounted for more than 
95 per cent ot the country's national in¬ 
i’ come of OR?20 milliuii in the 1974 
1 budget. Despite its importance, oil has 
been a relatively new addition to the 
economy: large-scale production started 
?, only in I9(>7 with an average of 2.8 
l million metric tons per annum. Since 
f then, production has increased rapidly 

l until it reached a peak in 1970 with a 

| total of 16.5 million metric tons. Because 
jj of difficulties with reservoir pressures, 
i there has been a d-vliue subsequently 


with annual production running between 
14-15 million metric tons. It was recently 
announced, however, that this would be 
raised to about 18.9 milium metric tons 
by early 1975, partly as a result of the 
discovery last year of the Gliaka field by 
Petroleum Development (Oman) Limited. 
By September, 1976, production could 
reach as much as 21.3 million metric tons 
annually. In July the government signed 
an agreement giving the state a 60 per 
cent interest in the country's oil pro¬ 
duction. 

The agricultural potential nf Omanis 
considerable, A vast area of cultivable 
land is available, provided water can be 
brought to it, and the Government has 
been carrying out a comprehensive sur¬ 
vey of water resources. 

In the meantime, agricultural policy 
is being concentrated on improving the 


existing farm system. Under the guidance 
of a number of government farms (with 
a network of service centres throughout 
the country), farmers are advised on im¬ 
proved methods of cultivation and assis¬ 
ted with subsidies to buy fertilisers and 
high-yielding seeds. Cereal crops, 
principally wheat and lucern. are grown 
for the domestic market, whilst dates, 
limes, pomegranates and tobacco are the 
chief export crops. Cattle breeding is 
extensively practised in the fertile 
southern regions of Dhofar, and the 
Oman camel, highly valued throughout. 
Arabia, is bred in all parts of the 
country. 

The coastal waters of the Gulf of 
Oman and seas off Dhofar are some of 


the richest fishing grounds in the world. 
Methods are still relatively unsophistica¬ 
ted but the government has commissioned 
a survey on fishery development and 
marketing prospects for a large processing 
factory, 

mineral deposits 

Mineral deposits are known to exist, 
and earlier this year substantial reserves 
of minerals, including copper, were 
discovered. Lead, zinc, iron, chrome 
and marnesitc were found and prospect¬ 
ing continues. In addition, it has been 
recently announced that contracts worth 
$500 million have been awarded for the 
development of natural gas resources. 

In view of the massive earnings from 
oil flowing into the state treasury, a 
new government planning organisation 
was set up in 1973 called the Organisation 
for General Development, which has 
overall responsibility for the Centre for 
Leonomic Planning and Development 
(including national planning and statis¬ 
tics), the Department of Commerce ami 
industry, the Department of Agriculture 
and Water Resources and the Depart¬ 
ment of Municipal Affairs, which include* 
town planning. 

Spectacular progress has been made 
in health and educational, particular!) 
in hospitals and schools built since 1970. 

The bulk of spending however, has 
been on infrastructure projects, including 
an eight-berth poll costing £22 million, 
a new international airport and an ex¬ 
tensive network of paved roads including. 
316 kilometres along the coast, which is 
to be completed this year. Electricity 
and mains water supply have been intro¬ 
duced to most houses in the coastal capi¬ 
tal area. Until 1967, Oman's trade with 
countries other than Britain was negli¬ 
gible; however, in parallel with ihe 
growing export of oil. foreign trade ha* 
risen sharply. The various development 
projects now being carried out have 
resulted in a rapid expansion in imports, 
and as the money from the oil revenues 
lias reached the general population, there 
has been a sharp rise in consumer goods. 
Imports in 1973 are estimated to havt 
amounted to OR40.7 million, an increa* 
of 117 per cent over the previous year’* 


WIDOW ON 
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figure (OR 18.7 million). Non-oil exports 
were OR609,000 in 1973, almost double 
the 1972 figure of OR 395,000. 

Oman has been successful in diversi¬ 
fying its markets, and since 1972 the 
Gulf states have replaced Britain as its 
principal suppliers. Imports from the 
Gulf states in 1973 totalled OR10.1 mil¬ 
lion, while Britain supplied goods worth 
OR7.7 million. The Netherlands increas¬ 
ed its exports by a spectacular 350 per 
cent to reach OR3.5 million in 1973, 
closely followed by Japan and West 
Germany. Other trading partners include 
Australia, India and Pakistan. The 
United States and China arc newcomers 
to Oman’s market. Oman’s exports, apart 
from oil, arc mostly agricultural and are 
sold to neighbouring states in the Gulf 
and to India. 

II 

► 

Qatar 

Amir H.H. Sheikh Khalifa Bin Hamad 
Al-Thani 

Exchange Rate 9.26 Riyals ^£1 
(fil-U.S. $2.33) 

Since coming to power in February, 
1972, Sheikh Khalifa has followed a 
vigorous programme of political and 
economic development. A policy of 
friendly relations with other Arab nations, 
especially those in the Gulf region, has 
been pursued and the state has joined 
the International Monetary Fund, the 
International Bank for Reconstruction 
md Development, and the Arab Interna¬ 
tional Bank for Trade Development. GNP 
reportedly rose by 37 per cent last year, 
and an even faster rate of growth is anti¬ 
cipated this year. 

However, inflation continues a 
problem and, in an attempt to 
stem the rise in the cost of living, 
rents and the prices of various foods have 
been frozen (Someone ought to tell the 
Amir that price freezes do not halt the 
trend of prices but merely create shor¬ 
tages of supply). A new currency was 
introduced in 1973, the Qatar Riyal re¬ 
placing the Qatar/Dhubai Riyal. 

Economic policy aims to modernise 
the country, raise the standard of living 
and diversify the economy by developing 
industry. Efforts in recent years have 
concentrated on building up the compara¬ 
tively under-developed infrastructure: 
communications are being improved, 
plans liavc been drawn up for a new air¬ 
port outside Doha, an earth satellite 
station is to be constructed, Doha seaport 
is to be expanded, and 175 kilometres of 
roads are being built. A ten-year deve¬ 
lopment plan was drawn up in 1972, 


covering housing, education, health, 
communications and industry, and a two- 
year implementation project has been 
launched. The plan provides for expendi¬ 
ture over 1972-1982 of QR 10,000 million, 
but this figure is likely to be substantially 
revised upwards as a result of the recent 
increases in oil^revenues. Priorities are 
reflected in the 1974-75 budget. Some 
QR616 million is to be spent on deve¬ 
lopment projects, 72 per cent more than 
in 1973-74. Housing, electricity and 
water have been allocated QR182 million, 
transport, agriculture and industry QRI81 
million and social services QR102 
million. 

Oil is the most important industry and 
source of income, accounting for well over 
90 per cent of total government revenues. 
Proved reserves of oil are at present esti¬ 
mated at 800 million metric tons, and it is 
likely that new finds will be made. Des¬ 
pite politically motivated production 
cuts in the last quarter, the output of oil 
in 1973 totalled 27.5 million metric tons, 
compared with 23.3 million tons in 1972. 

However, revenues have been rising at 
an ever faster rate and, following the quad¬ 
rupling of posted prices last year, it was 
forecast that oil receipts would increase 
from around $397 million in 1973 to 
reach $1,391 million this year. The 
state's income from oil should further 
benefit from a participation agreement 
concluded in February, whereby the 
government obtained a 60 per cent share 
in the operation of the two major oil 
companies producing in Qatar. Further 
negotiations led to agreement on a buy¬ 
back price (the pi ice at which the com¬ 
panies agreed to purchase the state's 
share of oil) equivalent to 93 per cent of 
the posted price for crude oil. It has 
been recently reported that the govern¬ 
ment dies not intend to raise production 
above the current level in order to con¬ 
serve reserves. 

new organisation 

A new organisation, the Qatar 
Corporation, has been established, 
which will handle all the state’s oil 
interests and be responsible for explo¬ 
ration, marketing and other aspects of 
the industry. The Qatar Gas Company 
has also been formed to develop the 
substantial natural gas reserves, estimated 
at 250,000 million cubic metres. A £25 
million liquefied natural gas (LNG) plant 
with a capacity of 800,000 tons of LNG 
a year, is nearing completion. The LNG 
surplus to domestic requirements is to 
be exported to Japan. 

Although agricultural output overall 


is insufficient to meet domestic ncedsifood 
accounts for 17 per cent of the value* of 
imports), substantial improvements have 
been made and the country is now more 
than self-sufficient in vegetables. Water 
and land resources are sufficient for out¬ 
put to be expanded substantially and a 
five-year plan is on Ihe way;self-sufficiency 
is the eventual target. Since the estab¬ 
lishment of the Qatar National Fishing 
Company in 1966, shrimping has become a 
major industry with modern trawlers and 
refrigeration and processing equipment. 

An ambitious programme oflndustriul 
development has been launched, but it 
will be some considerable time before 
industry contributes significantly to 
national income. Cement is one of the 
most important non-oil industries; output 
has recently been doubled to 600 tons* a 
day to meet the demand created by the 
construction boom. A fertiliser plant, 
run on natural gas, was opened last year 
and a flour mill, completed in 1972, ts 
now producing sufficient to meet domes¬ 
tic needs. A $150 million iron and steel 
complex is to be built in the Umm Said 
industrial area, but most of the industrial 
projects already planned arc based on 
the country’s hydrocarbon resources. They 
include a refinery with a capacity of 
about 10 million metric Ions a year and 
a £900 million petro-chcmical plant 
producing ethylene and polyethylene. 

* 

healthy economy 

The healthy stale of the economy is 
reflected in the overseas trade accounts. 
In 1973, imports increased by almost 
30 per cent to reach an estimated QR778 
million, more than three times the value 
of imports in 1969, but accounting for 
less than half of the value of oil reven¬ 
ues. Industrialisation has had an impact 
on the composition of imports, some 
25 per cent of which now consist of 
industrial, machinery and equipment. 

Imports of construction materials, some 
QR13.5 million in 1973, arc also ex¬ 
pected to increase rapidly as the massive 
expansion of the construction industry 
planned over the next twenty years takes 
place. Domestic prosperity is best shown 
by the apparently insatiable demand 
from the 170,000 population for a wide 
variety of consumer goods and foodstuffs. 

Britain, Qatar’s principal supplier, pro¬ 
vided 28 per cent of total imports in 
1973 followed by Japan and the United 
States with 11 per cent. In order to 
assist the development of entrepot trade, 
Doha was made a free zone in 1972, and 
an increasing amount of imports are 


EASTERN ECONOMIST 


113 


JANUARY 17, 1975 



being re-exported to othei; countries in 
the region. Domestically produced non-oil 
exports arc small, exports and re-exports 
totalling only QR67 million last year. 
However, as local industry gets unde** 
way a growth in industrial exports can 
be expected. 

Ill 

Kuwait 

Amir H. H. Sheikh Sabah Al-Salim 
Al-Sahah 

Exchange Rate 0.68 Dinars--£l 
(£l - U.S. 2.33) 

Developments in oil have predomi¬ 
nated during the past twelve months. 
Although production fell by almost 9 per 
cent tastyear to 138.3 million metric 
tons, Kuwait maintained its position as 
the third largest oil producer in 
west Asia, with around 12 per cent 
of the area's total output. Present 
reserves are estimated at some 8,800 
million metric tons. This year participa¬ 
tion agreements, giving the state a 60 
per cent share of oil production, have 
been concluded with the Arabian Oil 
Company (Japan) which operates in the 
Partitioned Zone where Kuwait and 
Saudi Arabia have equal interests. 

In September, the government and 
KOC reached an agreement covering the 
amount of oil which the company would 
buy back from the state. In the past 
three months the government, reportedly, 
has reduced oil production in order 
to conserve reserves and maintain 
prices. 

international reserves 

In view of these developments, it is 
difficult to estimate future oil revenues. 
However, it is likely that this year they 
will amount to some $7,000/?8,000 
million, compared with around 82,000 
million in 1973. This increase has al¬ 
ready had an appreciable effect on 
international reserves, which rose 
from *501 million at the end of last 
vear to $938 million by the end of 
August. The impact of oil revenues has 
also been seen in the record state 
budget for 1974-75 approved in July. 

This showed a 69 percent rise in reve¬ 
nues to KD959.9 million, 96 per cent of 
which is to come from royalties paid by 
oil companies and taxes on oil. Increased 
allocations have been made for ordinary 
expenditure (KD394 million) and for 
development projects and the acquisition 
of property (KD180 million). Nevertheless 
this still leaves some KD3S9.4 million 


to be transferred to the General Reserve 
Fund. 

The main increases in ordinary 
expenditure are on education and public 
health, which are to receive KD31.4 mil¬ 
lion respectively. Some KD39.4 million 
is allocated for defence. The major items 
of development expenditure are public 
works (KD48.8 million) and electricity 
and water (KD50.6 million), A large 
part of the expenditure on public works 
is to take the form of health projects, 
including four new hospitals and two new 
medical centres. 

Rising oil revenues have also provided 
Kuwait with the means to expand its 
industrial base and extend financial aid to 
other countries. One of the major indus¬ 
tries is the Kuwait Chemical Fertiliser 
Company (KCFC), which produced some 
760,000 tons of urea and ammonia 
sulphate last year, exported mainly to 
China. India, Sudan and Pakistan. Pro¬ 
duction this year is expected to increase 
by 10/15 per cent. 

cement, steel industries 

A cement plant with an annual 
capacity of 300,000 tons began 
production in March, 1973; a second 
plant with a capacity of 750,000 tons a 
year is planned. A metal industry is also 
developing and in August it was announc¬ 
ed that Kuwait, Bahrain and the United 
Arab Emirates were to participate in a 
KD15 million company, based in Kuwait, 
which would produce iron and steel in 
the Gulf area. 

Among other major industrial pro¬ 
jects planned are a $300 million petro¬ 
chemical complex and the expansion 
of the Ahuaiba industrial estate, 
which will include the provision of 
shipping facilities to meet the anticipated 
growth in exports and the construction of 
a small dry dock. Flour and asbestos 
are other important industries. Infra¬ 
structural facilities arc being expanded in 
line with industrial development, and in 
August contracts totalling KD 70 million 
were awarded for the construction of two 
power stations. Kuwait has the largest 
tonnage of oil tankers in west Asia 
(796,000 tons) and a further 1,195,000 
tons arc on order. It is also planned to 
expand the merchant lishing fleets. 

The Kuwait Fund for Arab Economic 
Development (established in 1961) has 
been an important sourcc.of aid for other 
Arab nations. In the first nine months 
of this year it provided loans totalling 
over KD30 million to Egypt, Tunisia, 


Syria and South Yemen. Its capital has 
recently been raised to KD1,0Q0 million 
and its scope widened to include non- 
Arab developing nations. It is estimated 
that some $2,090 million of oil revenues 
are likely to be re-cycled in the form of 
aid to Africa and Arab nations this year, 
and a large part of the remainder will be 
invested in Europe and the United States. 

In September, it was announced that a 
Higher Council for Oil would formulate 
investment policies for oil revenues. 


Total Trade (In millions of dinars) 



Exports 

Imports 

Balance 

1967 

484.4 

184.1 

300.3 

1972 

981.3 

228.0 

753.3 

1973 

1,129.8 

270.1 

859.7 


The value of exports rose by 15 per cent 
last year to KD1J29.8 million (92 
per cent of which was oil), and imports 
by 18 per cent to KD270.1 million, The 
UK accounted for 15 per cent of total 
exports and 10 percent of imports. As 
industrial development gathers pace, 
imports of consumer and capital goods 
are likely to increase substantially; pros¬ 
pects for the construction industry are 
particularly bright. With the boom in 
oil revenues, last year’s trade surplus of 
KD859.7 million is likely to be far ex¬ 
ceeded this year. 

Nevertheless, Kuwait has its problems. 
A prolonged border dispute clouds rela¬ 
tions with Iraq, although by the begin¬ 
ning of this year the situation was show¬ 
ing some improvement. There is potential 
internal friction in the substantial diffe¬ 
rence in status between Kuwaiti nationals 
and immigrants, who come mainly from 
Palestine, Iraq, Syrian and Egypt and 
who comprise some 57 per cent of the 
total population of 876,000. Inflation 
(13 per cent last year) is also causing 
concern; government measures to com¬ 
bat the rise in prices have included 
increases in the salaries of public em¬ 
ployees and the exemption of most food¬ 
stuffs from import duties. 

Sources and acknowledgements: This 
is the first of two articles summarising 
reports on the fantastic developments in 
the Gulf states, following the Arabian 
“oil miracle” issued by the Barclays Bank 
Group Economic Intelligence Unit (54 
Lombard Street, London E.C. 3P:3AH), 
but the ElU is responsible neither for the 
emphasis of my summary nor for my 
interspersed comments based on a variety 
of sources. Next week’s concluding 
article will cover Bahrain and the seven 
United Arab Emirates. 
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Into new 

West Europe has begun its new 
year moodily. Its press regales the public 
with a series of sad talcs—-the wobbly 
price of gold, even more wobbly dollars 
and pounds surviving crises with the aid 
of the increasingly strained Deutschmark, 
prestige car firms closing, going on short, 
time or laying off staff—and spicing the 
dreary mixture with a series of hate-car* 
toons of the Arabs and hints of a US 
super-force seizure of Gulf oil fields m 
the crudest spirit of the 1956 Suez occu¬ 
pation. The Germans arc as bad in this 
attitude as the Americans or the British. 
The whole consorts extremely ill with the 
competitive rush by European firms for 
“cooperation deals'’ with Saudi Arabia 
and the oil Sciklidoms and the willingness 
of prestige European firms such as Krupps 
and Mercedes Benz in West Germany, 
Richard Costain in Britain and some well- 
known names in the USA to accept up to 
25 per cent Arab capital with or without 
voting rights. 

uncomfortable thoughts 

Both the Europeans and the Americans 
are uncomfortably aware that it is now 
nearly 18 months sjnee the oil producers 
through their organisation OPEC signifi¬ 
cantly raised the price of crude oil and 
placed a temporary embargo on supp¬ 
lies to Holland and that in the meantime 
they have done nothing significant about 
either the continuous price increases or 
very much about their own resultant pro¬ 
blems. Their governments are also per-, 
ceivingthat their populations—and elec¬ 
tors—are keenly aware of this also and 
that it is they, through the climbing pri¬ 
ces for all commodities, shrinkling work 
and earning opportunities and less worth- 
ful money, who are collecting all the 
most uncomfortable results ol’ the over¬ 
turn of world economics so easily brought 
about by people previously al! too com¬ 
fortably taken for granted. 

It has taken a long time for the repu¬ 
tedly shrewdest trading nations to realise 
that this economic overturn requires not 
only negotiation but a changed life-style. 
The Europeans’ fat years are over for the 
foreseeable future and they adapt to 
leaner times, with less luxury and less 
travel, with markedly ill grace: The absorp¬ 
tion of major Arab investment may be 
regarded as a version of the old principle 
of “If you can’t beat them, join them’’ 
but governments are acutely aware of 
public sensitivity to major parts of their 
more worthwhile national undertakings 
being sold to oil-producers merely in 


year with gloom E -:: k . 


order to get some oil purchase money 
back. So far, Europe's success story state. 
West Germany, has done nothing much 
more than absorb Arab and Iranian money 
in this way; the British have joined 
them in pushing their banking services in 
west A^ia but it has been left to the 
French and the Italians to lead the way 
in attempting a major export drive. 

export programmes 

The basic French idea in handling oil 
prices is to build up massive, long-term 
expoit programmes. Four recent French 
missions to oil-producing countries, led 
respectively by the prime minister, the 
Foreign minister and the interior minister, 
have developed the base from which 
France intends to operate in tins year's 
crucial oil diplomacy. / e Monde has 
called it a ‘‘policy of payments'*. The 
French arc convinced that the American 
idea that it should be possible to drive oil 
prices down is illusory. 

The French preier Arab and Iranian 
orders to their investments. The deals 
they have arranged- -some yet to be 
brought to the contractual stage- -are 
worth more than 13 billion dollars and 
would be worth 3 billion dollars a year 
to Fieuch industry or, as Lc re¬ 

marks, “100 days' worth of oil imports". 
The deals would a bo give a fillip to those 
French industries such as engineding, 
construction and automobiles which are 
tliKMU'iicd with contraction. French 
upnculIurc would also benefit from the 
ordciii from Iran France has sold Iran its 
colour television system SIX’AM, two 
nuclear energy plants and an under ground 
construction for its capital as well as 
trams, a licet ol ships to carry lique¬ 
fied gas and a car factory. There arc 
however criticisim of this success story. 

The Italians, benefilling by about 624 
million dollars from the Common 
Market's Regional Fund, arc planning a 
more old-fashioned remedy—cutting 
down on imports and concentrating effort 
on boosting exports by selling more 
cheaply within the Market area where 
anything with a lower price will be veiy 
welcome. Italy is also bene fitting from 
its earlier cooperation with Iran in ex¬ 
ploiting its oil and it has been included in 
the Iranian hand-out of massive orders 
for industrial material. 

For the more prosperous West 
Germans, uncommonly nervous of both in¬ 
flation and unemployment* the way ahead 


will be men' cautious. The prime need is a 
continuance of peace at home; there are 
covert hints that the present coalition of 
the Socialists with the small Liberal party 
with a narrow majority in parliament may 
give way this year to a “big coalition”, 
as in Adenauer’s days, between the Socia¬ 
lists and the conservative Christian Demo- 
crates. Even with peace on the home front, 
the German problem, as described this 
week by the Dresdncr Bank, will be to 
find in the next five years enough cash to 
cover its huge requirements for industrial 
investment. West Germany, to keep up its 
social prosperity, needs an annual growth 
in real social product of between 3} and 
A per cent. With the shadow of conti¬ 
nuous price increase during 1975 of up to 
7 per cent the strain on investment capital 
to produce enough growth to finance the 
domestic spender will require an extra 
earning ol up to 2 billion marks. 

recycling funds 

While the Finance ministers of the 10 
leading industrial nations meet in 
Washington in mid-January to study fur¬ 
ther the ‘‘recycling’' of Arab funds to the 
west, which expects a 65-billion dollar 
deficit on oil this year, their govern¬ 
ments are revising the rules undc£ which 
they permit foreign investment. The Arab 
and Iranian oil earnings are more than 
welcome in west Europe hut public worry 
about foreign ownership or foreign buying 
into defence industries is so marked that 
almost everywhere controls over outside 
investment are being re-read and, where 
necessary, made firmer and more precise, 
liau and Kuwait have already been refus¬ 
ed permission to buy sizeable blocks of 
shares in two leading defence contractors 
in the 1JSA. West Asian money is wel¬ 
come in Coca-Cola but not in nuclear 
anna merits. OPEC itself realizes that in¬ 
vestments attractive b> the buyer, may 
be sensitive areas to the seller. The sub- 
jec of investing “re-cycled” money will be 
one of the key issues at the conference of 
oil-producer and consumer nations that 
may begin in March. At present Japan is 
the most restrictive area for the foreign 
investor—with 30 per cent as a maximum 
holding—Britain and France are uncom¬ 
fortable about even a 20 per cent share 
but permit more, Italy is flexible and the 
Belgians and Dutch have administrative 
machinery to block foreign ievestors. 
West Germany has only notification pre¬ 
cautions and it is in Bonn tliat most work 
is being done to make German invest¬ 
ments more exclusive. 
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DELHI DEVELOP 

Offers 3100 Flats and 1 
In its Various Residential Si 

The details of the offer are given below 




FLATS 


Locality 

No. of flats 

Date from which 

Last date of receipt 

offered 

brochure would 
be available 

of applications 


JANTA CATEGORY 


Kalkaji Phase II 

265 

2-12-1974 

15-1-1975 

Madipur 

600 

1-2-1975 

15-3-1975 


LOW INCOME GROUP 



Pankha Road 

70 

2-12-1974 

15-1-1975 

Lawrence Road 

45 

2-12-1974 

15-1-1975 

Sunlight 

14 

2-12-1974 

15-1-1975 

Naraina 

6 

2-12-1974 

15-1-1975 

Rajouri Garden 

II 

150 

1-2-1975 

15-3-1975 

Prasad Nagar 

231 

1-2-1975 

15-3-1975 

Rchgarpura 

!4 

1-2-1975 

15-3-1975 

Kalkaji 

600 

1-3-1975 

15-4-1975 


MIDDLE INCOME GROUP 



Rajouri Garden 

64 

2-12-1974 

15-1-1975 

Pankha Road 

160 

II 

348 

2-12-1974 

15-1-1975 

Pankha Road 

1-2-1975 

15-3-1975 

Malviyu 'Nagar 

12 

1-3-1975 

15-4-1975 

East of Kailash 

82 

1-3-1975 

15-4-1975 

Munirka 

200 

1-3-1975 

15-4-1975 


OTHER GROUP 




(F OR REGISTERED RETIRING PUBLIC SERVANTS) 



LOW INCOME GROUP 



Rajouri Garden (CatcgoryB) 

149 

1-3-1975 

15-4-1975 


MIDDLE INCOME GROUP 



Sheikh Sarai (Category-!') 

88 

13 1975 

15-4-1975 


About Plots: 

The .allotment of plots will b" made by draw of lots. The income limit for the Low Income Group is upto Rs. 7.200/- and 
fra the Middle bieom' Group, u i, between Rv 7.201/- and Rs 18,000/-. Those who do not own any other plot or house in the 
Union Territory of D.*lhi and have been continuously residing in Delhi, for the past live years would be eligible. 15% of plots in 
each category are reserved for t he S .-hedulcd t 'ustes/Schedulcd Tribes. There are certain reservations for othei categories as well and 
the details in this t\<‘a»\l are given in the application form. 

Application form-* and detailed particulars for plots can be had for Rs. 3/- front the Forms Sales Counter of Delhi Deve¬ 
lopment Authority. Vikas Biiawan, ludraprjstlm Palate, New Delhi on any working day from 10.30 a.m. to 1 p.in. and from 2 p.m. 
to 3 30 p m. from D:eembu 1 1974 onwards. The applications would be received from December 23., 1974. The last date for 

receipt of application i for plots will be February 15, 1975. 

About Flats: 

So far m the flat s arc concerned, those have been offered only to the registered persons, applications for which should be 
m ide only by such p^rv.ms. If, however, the number of registered persons applying for flats is less than the number of flats avail¬ 
able in a pirticulat locality, requests of unregistered persons would also be considered as and when, announced. 
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[NT AUTHORITY 

’lots at Reserve Rates 
is To the Weaker Sections 


Scheme 

No. of 
plots 
offered 

PLOTS 

Category 

MIG 

no 

Fast of Kailu&h Phase l & H. (Suraj Parbat) 

32 

21 

11 

Jhilmila Phase I 

3 

2 

1 

Mulviya Nagar Exln. 

141 

100 

41 

Masjid Moth 

1 

t 


Naruina 

67 

54 

13 

Najafgarh Road 

1 


1 

Pankha Road 

125 

74 

51 

Paschimpuri 

419 

378 

41 

Safdarjang 

3 

3 

~#~ 

Wa/.irpur Phase I 

16 

12 

4 

Wazirpur Phase 11 

97 


97 

Wazirpur Phase Ul 

13 

13 

— 

Bndella 

1000 

300 

700 


15% of flats in each category arc reserved for Scheduled Cast es/Sjhcd uled Tribes. There arc certain reservations for other 
categories/ "The details in this regard are given in ihe brochure/application forms. 

In the case t*f H irijans another concc .siun that has now b'en extended is that at the time of taking over possession the amount 
to be paid towards initial deposit by the Harijan Allottees will be Rs. 1500/* I ess in respect of Janla and Low Income Categories. 

Before hiaking an application for the allotment of a plot, the applicants should make sure that he or she fulfils any one of the 
conditions given below as regards the conditions of five years' continuous stay in Delhi 

(1) The Govt, servants including army personnel working outside Delhi may apply under the scheme if they have declared 
Delhi as their Home Town in the service records live years before the last date of receipt of applications. 

(2) Any person working outside Delhi may apply under the scheme if his family has been continuously stationed at Delhi 
for the last five years preceding the Iasi date of receipt of applications. 


Issued by P.RM. D.D.A. 
Advt. TjJo. 129-H/74-75. 


(JAGMOHAN) 
Vice-Chairman 
Delhi Development Authority 
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Escorts Limited. 

Show cause why so much 



money 





Every year, lakhs of rupees are v 
being spent m return foi which the 
company has nothing to show. 
Nothing ! 

Except ideas. 

A lot of time and money have 
gone into this ideas generator— 
Research and Development. Has 
it been worth it all ? 

Looking back : In 1969, R & D 
came out with a brainwave: the 
idea of using the tractor as more 
than just o tractor. Today, as a 
result. Escorts' YELLOWLINE 
equipment is providing users with 
an inexpensive substitute for 
hitherto imported machinery. 

1 hus helping to ease the import 
bill on this account. 


'4r Another ’nothing" produced by 
R & D was the RAJDOOT GTS, 
the famous ‘Bobby bike', in which 
the import content has almost 
touched zero. There are many more 
feathers in R b D's cap—including a 
lange of special purpose farm 
implements in which field Escorts 
is a pioneer and a leader. 

In Escorts, 2 out of every 3 people 
employed are doing another kind 
of nothing — Quality Control — in 
order to maintain the very highest 
standards. 

And so R & D goes on. 
Researching and designing new 
products. Developing new ways 
of keeping costs down and 
production up. Increasingly 


effecting import substitution 
towards total self-reliance. 

In October 1974, Escorts 
completed its 30th anniversary. 

And the people of Escorts are 
making it an occasion to turn the 
searchlight inwards.To ask 
themselves some searching 
questions. Like: has the time and 
money on R & D been well spent? 

And the answer we receive from 
all around is encouraging. Come 
on. Escorts. Produce some more 
"nothing" for us I 


30 years. Our investment for the future. 
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V*CK-*UUH 







I last wrote this column 

on October 11. Normally it would not 
have been possible for Moving Finger to re¬ 
capture promptly the ferocious fluency 
which some of my correspondents seem 
to regard as the only virtue it may possibly 
possess, Mr Inder Gujral, however, 
has come to its help. In the name of an 
International Film Festival he has inflic¬ 
ted on our country an odious outrage 
which is absolutely unnecessary and al- 
ngether avoidable. Granted that it is 
l basement bargain, it is still such a sleazy 
>hop*soiled piece that even his smart- 
/Vlec salesmanship has failed to make 
nuch of it. 

Any one less brash than our minister 
or Information and Broadcasting 
■vould have paused to ask himself 
vhat title our country has to stage an 
.international Film Festival. After all, 
vc have not been able to maintain even a 
casonably free market for the products 
;f the film industries of other countries. 
\s for our export of Indian films, it is 
merely yet another exercise on the part 
>f our nationals in international smuggi¬ 
ng or black marketing. The bulk of 
>ur film production is such that it only 
urther vulgarizes the masses. There is 
ittle in any part of our cultural life 
vhich the film-folk of Bombay or Madras 
uivc not touched without defiling. 1 am 
lot saying that all our film-makers are 
rash; that would be patently absurd, but 
he exceptions only emphasize the fact 
hat the Indian film world must become 
nuch better and freer than it is before it 
lares go anywhere near hosting an In- 
ernational Film Festival with any sense 
>f self-respect. As it is, when more than 
me international event scheduled to be 
leld in our country has been cancelled 
>r postponed, Mr Gujral has got away 
vith his cheap ego trip. 

£ suppose that it has not cost him 
nuny nights’ sleep that, in the process, 
ic has created a situation in which the 
ndian capital and its denizens have been 
;iven unlimited opportunities for exhibit- 
ng themselves in the worst possible light, 
ilack marketing in cinema tickets has 
ilways been one of the more persevering 
irofessions in major Indian cities and 
Delhi's record in this respect is perhaps 


only less unwholesome than Bombay 4 s. 
Distributors, exhibitors and their sickly 
legions of tricksters and touts have al¬ 
ways been quick to turn a fistful of dis¬ 
honest pennies and the way the minis* 
ter’s minions have managed to mis¬ 
manage this festival business has made 
it possible for these sharks to indulge 
their blood lust to the utmost. Hardly 
less disgusting has been the slavering 
response of thousands of middle-aged or 
even more elderly men and women from 
Delhi’s middle-class households to the 
opportunity Mr Inder Gujral has given 
them of tasting the vicarious pleasures 
of celluloid pornography. 

If some of us choose to 

have fun by burning an effigy 
i f Ravana on ceremonial occasions, 
I just do not see why others 
may not similarly attempt to amuse 
themselves by burning an effigy of 
Rama. It is philosophically true that 
nothing in this world is wholly good or 
wholly evil. Rama is as much a concept 
of man’s mind as Ravana and we human 
beings are notoriously prone to create 
gods or, for that matter, demons, in our 
own image. If Ravana’s effigy is burnt 
periodically because this mythological 
creature was supposed to have been or 
done something which wc do not hap¬ 
pen to approve of, is it not a good 
enough reason for some of us who may 
believe that there is another side to the 
story to carry out compensatory or even 
retributory incendiarism? Seriously, I 
believe that it is not merely objectionable 
but obscene to burn effigies of bygone 
legendary figures as an act of spiritual 
vindication or moral assertion. Past 
personalities, whether fictional or real, 
are best left to rest in peace. There is 
no point in symbolically resurrecting and 
cremating them again and again, for this 
is no way of exorcising such evil as there 
may be in the individual or the collective 
heart. If we must burn effigies at all, let 
us rather burn effigies of living persons 
whose public conduct or public career 
we believe we must object to. This way 
we could work off our aggression without 
causing any physical or other real harm 
to those public figures who happen to 
arouse our displeasure or resentment. It 


MOVING 

FINGER 


would be best of course if we do tt°l 
effigies at all. We should after ail start 
saving fuel some time. Why should we not 
make a beginning with this effigy business? 

The DM& activists, who burnt the 
effigies of Rama f Sita and Lakshmana in 
Madras recently, were of course not 
prompted by philosophical reflections. 
They were simply acting out their pecu¬ 
liar brand of cultural fantasy—-an issue 
of non-existing Dravidians against equal¬ 
ly imaginary Aryans. The less simple- 
minded among them, however, arc only 
too mindful of the political possibilities 
of such symbolic exercises. Ravana ver¬ 
sus Rama is in other words a matter of 
personifying the south versus north syn¬ 
drome. I personally do not believe that 
the DMK can make much political capi¬ 
tal out of it, but I would be happy in¬ 
deed if the burning of the effigy of Rama 
in Madras were to lead to Ramleela be¬ 
ing celebrated this year in Delhi without 
the easily dispensable ritual of burning 
the effigy of Ravana. In any case the 
prime minister at least could use her 
influence to see that the annual tire-show 
on the Ramleela grounds is not organized 
or gone through as an official or semi¬ 
official function. 


I recently read some- 

where Mrs Indira Gandhi being quoted as 
saying that “my father’s sensitivity made 
him abhor all show and ostentaticto”, I 
do not want to contest this observation 
so far asjuwaharlal Nehru’s way of liv¬ 
ing or personal habits were concerned al¬ 
though I must say that 1 always felt that 
his practice of sporting a red rose had to 
do with something else than a simple love 
of things beautiful in Nature. However, 
in the public context of his prime minis¬ 
tership, Jawaharlal Nehru certainly did 
not act as if he had no use for ostenta¬ 
tion. On the contrary, his proneness to 
giganticism in the public sector was es¬ 
sentially as ostentatious as, let me say, 
the wearing of a mink coat by a tyco¬ 
on’s girl friend. It could also be sugges¬ 
ted that there was always a lot that was 
ostentatious in the manner in which he 
conceived or carried out this country’s 
foreign policy during most of his prime 
ministership. It seems to me that osten¬ 
tation is not simply a matter of having 
half-a-dozen palatial houses in different 
parts of the country or keeping a dozen 
big cars in the garage, In fact the osten¬ 
tation often seen in the policy-making 
or public conduct of political leaders 
could be a bigger drain on a nation's 
material and moral resources than 
the conspicuous 
consumption of 
multi - millionaire 
individuals. 


VB 
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TRADE 

WINDS 


Indian Trade Team in 
West Asia 

A SfcviN member Indian 
Industrial Delegation spon¬ 
sored by the Federation 
of Indian Chambers of Com¬ 
merce and Industry, with the 
active support of the govern¬ 
ment, and led by its President, 
Mr. K. K. Birla, visited 
Bahrain, Iraq, Kuwait, Oman, 
Qatar, Siudi Arabia and 
United Arab L mi rates begin¬ 
ning January 11, 1975. The 

objectives of the delegation 
were to establish contacts and 
liaison with commercial or¬ 
ganisations and business men 
in West Asia: to investigate 
the possibilities of setting up 
joint ventures and promotion 
of two-way trade; to foster 
other forms of techno-econo¬ 
mic cooperation; and to as¬ 
sess the need for setting up 
Business Cooperation Com¬ 
mittees with some countries 
in West Asia. 

Besides Mr. Birla, the de¬ 
legation consisted of Mr. D. 
Jayavarthanaveiu, Managing 
Director, Lakshmi Machine 
Works Ltd., Mr. I). N. Pato- 
dia. Director, Hindustan 
Dealers Ltd, Mr Pratap Bhogi- 
ktl. President, Shrce Ram 
Mills Ltd; Mr Ameer Ali 
Rahimtula, Vice-Chairman, 
El-Sharikah Ll-Hindiyah El- 
Arabiah: Mr K. V. Srinivasan, 
Director, Standard Motor 
Products of India Ltd; and 
Dr Ram Gopal Agrawal, 
Secretary (Leon.) ofMCCI. 

Woollen Capacity 

The government has deci¬ 
ded to allow additional capa¬ 
city in the woollen industry in 
order to raise the export capa¬ 
city. All priority units in the 
woollen industry could instal 
an additional 1,200 worsted 
spindles and 20 powerlooms. 


This was announced recently 
by the union minister for 
Commerce. Prof D.P. Chatto- 
padhyaya, while inaugurating 
the first meeting ot the deve¬ 
lopment council for woollen 
industry. He also announced 
that the government has ap- 
roved an increase in the com¬ 
ing capacity of the order of 
26 million lbs. The minister 
noted that the industry faced 
the problem of getting ade¬ 
quate and regular supply of 
raw material. 

Insurance for Govern¬ 
ment Employees 

The union government 
announced recently a provi¬ 
dent-fund deposit linked in¬ 
surance scheme for its em¬ 
ployees. In the event of the 
death of an employee while in 
service, his family will be paid 
an additional amount equal 
to the average balance in his 
account during the past three 
years. The insurance cover 
available in the event of the 
death of the employee is be¬ 
ing provided without any pay¬ 
ment of premium. It will 
cover 2.9 million employees 
including those in the railways 
and defence establishments. 
According to the finance 
ministry announcement an¬ 
other purpose of the scheme 
was to provide an incentive 
to government employees to 
save more through subscrip¬ 
tion to the provident fund. It 
is understood that because of 
the price rise, government ser¬ 
vants have been withdrawing 
from their provident funds on 
various pretexts to meet their 
growing daily expenditure. 
The announcement states that 
the family of a government 
employee who dies in harness 
on or after January 8, 1975, 
will be sanctioned an addi¬ 
tional amount equal to the 


average balance in the ac¬ 
count of the government ser¬ 
vant in the Fund during the 
three years immediately pro- 
ceding death, provided the 
balance in his account had 
not fallen below the following 
limits at any time in the three 
preceding years: Rs 3,000 for 
Class I, Rs 2,500 for Class 
H Rs 1,500 Tor class III, and 
Rs 1,000 for class IV. The 
upper limit up to which the 
benefit of insurance cover will 
be available will be Rs 10,000 
and amounts in excess of it 
will be disregarded for the 
purpose of the extra benefit. 

IDA Credit for Dairy 
Development 

Over three million people 
in India’s rural areas will be¬ 
nefit from the rural and dairy 
development projects which 
will be financed by credits to¬ 
talling $79.1 million from the 
International Development 
Association (IDA), an affiliate 
of the World Bank. A credit 
of $35 million will help India 
to increase and stabilize ag¬ 
ricultural production in six 
drought-prone districts in 
four states—Andhra Pradesh, 
Karnataka, Maharashtra and 
Rajasthan. The $103 million 
project, when completed in 
1980, will help to increase 
the income of over one million 
people, most of whom belong 
to the poorest segments of the 
population. Average annual 
income gains resulting from 
the project will range from 
$12.5 to $500. Annual crop 
production will increare by 
58,000 tons, principally of 
foodgrains. About 85,000 
man-years of short-term and 
20,000 man-years of full time 
employment will be generated. 

Two other IDA credits 
totalling $44.1 million will 
finance dairy development 
projects in the states of 
Madhya Pradesh and Rajas¬ 
than. The projects will bring 
major benefits. Some 400,000 
farming households, or about 
2.2 million people, in the two 
states will be able to increase 
their cash incomes and living 
standards. Most of these farm 
less than two hectare* or are 
landless. Milk production will 
be increased by about 760,000 


tons a year, leading to a sub¬ 
stantial improvement in nu¬ 
trition. In addition, the 
project will provide direct 
employment to some 14,200 
people in the two states. The 
IDA credits to the govern¬ 
ment of India are for a term of 
50 years, including a 10-year 
grace period, and are interest 
free except for a service charge 
of 3/4 of one per cent to cover 
IDA’s administrative costs. 

Loan to Mauritius 

India has agreed to grant 
to Mauritius a Rs 5-crorv: 
loan repayable over a period 
of 15 years. It has also agreed 
to extend Rs 10 crores as com¬ 
mercial credit. An agreement 
for the Rs 5-crorc loan was 
signed recently by the Finance 
minister Mr C. Subramaniam 
and the Mauritius minister 
of Economic Planning and 
Development, Mr Kher 
Jagatsingh. According to the 
agreement the Rs 5-crore loan 
will carry an interest of five 
per cent. It provides for three 
years of grace period. Of the 
total loan amount, Rs 3.6 
crores is already committed to 
a number of projects that had 
been identified by the two 
countries in their recent 
meetings. The remaining Rs 1.5 
crores would provide Mauri¬ 
tius an element of flexibility 
to take up projects which arc 
in the process of being 
identified. Mr Jagatsingl) 
added that the commercial 
credit offered by India 
would be utilised for the pur¬ 
chase of transport equipment, 
heavy engineering goods and 
power generating sets. Tho 
list includes requirements ot 
both government and private 
sector projects. Apart from 
these two credits, India has 
also agreed to provide assist¬ 
ance to Mauritius in certain 
other projects. The total 
amount of assistance offered to 
Mauritius works out to about 
Rs 17.5 crores. There are 
nearly 12 joint projects in 
Mauritius, mostly with private 
Indian collaboration. These 
include a hotel projects, a 
cement plant, a textile mill, 
steel rolling mill and a rubber 
unit. Besides these projects, 
Mauritius has also shown keen 
interest in the setting up of 
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Back with a bigger appetite 

for cargo. 

* 76 tonnes, instead of 60, Our 38 regular weekly flights, with 

on our twice-weekly a total cargo capacity of 290 tonnes, are 

all-cargo services. ' back again. Besides, we are increasing 

i * the space on our all-cargo services by 

Plus new all-cargo over 25% and extending it right up to 

service to Hong Kong the Far East once a week. 

/ and Tokyo every week. 

• Ex Bombay Effective April 2,1971 



13 pallets instead of 10. 
to increase the 



HT-A».6ltt(A) 
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f 'a flourmill in that country of outstandings in theprcvious 
with Indian cooperation. seasons 1972-73 or 1973-74. 


I Buses for Zanzibar 

I Asliok Leyland has an- 
r nounccd that it has secured 
j, an export order worth Rs 28 
\ lakhs, for the supply of 20 
/ buses to Zanzibar, Republic 
, of Tanzania. The Republic of 
!; Tanzania is the third Afiiean 
!: : country which has recently 
decided to order for Asliok 
v Leyland .buses, 'this order 
closely follows two other such 
, orders ft urn Zaire and Zambia. 

+ It may be recalled that the 
' order bom Zaite was one of 
the biggest evei export orders 
: for an Indian manufacturer, 
worth Rs 10 crotes. The ag¬ 
reement with the Republic was 
recently signed at Madras, On 
. an invitation from Asliok Ley- 
land, a team from Zanzibar 
visited Asliok Leyland. The 
team was headed by Col. 
Ramadhan Ilaji, ( hairman 
of the Import and Export 
Committee, which included 
Mr Dourado, Attorney-Cieu- 
eral and Mr Amour Khamis, 
an Engineer. Mr ATX Ilassan, 
the High Commissioner for 
the Republic of Tanzania in 
India, accompanied the dele¬ 
gation. The team, which spent 
a whole day visiting the plant 
and various sections of the 
Company, was impressed by 
the giant nature of the or¬ 
ganisation and its emphasis 
on high quality products. 
While signing the agreement 
for 20 buses, based on 210" 
and 17b" WB ‘Comet' chassis, 
the leader of the team stated 
that he expected this initial 
order to be the start of a con¬ 
tinuous and long term associa¬ 
tion with Asliok Leyland and 
that i iO fell sure that once 
the e buses started operating 
on the roads of Zanzibar, re¬ 
quests lor more buses would 
follow. 

Credit for Sugar 

The Indian Su-ur Mills 
, Association has express! 
serious concern user the 
Reserve Batik's directives to 
, all the nationalised cominer- 
; cial banks i cm riding credit 
: availability to hie sugar 
factories during the cm tent 
i season ]974-75 to the extent 


The Association has re¬ 
gretted that the entire ap¬ 
proach of the Reserve Bank to 
this matter is totally unrea¬ 
listic and doe:: not take into 
account the actual needs of 
the situation. When the costs 
have increased substantially 
with sharp increase in the 
cane prices and other cost 
escalations following infla- 
lionery pressures on the 
economy, the sugar factories 
would find it hard to operate 
within the limits allowed to 
them during the previous 
seasons. 

In a communication to the 
Reserve Bank the Association 
has stated that in the larger 
interest of cane growers and 
for maintenance of sugar pro¬ 
duction it is essential that ad¬ 
equate credit is made available 
to the sugar factories enabl¬ 
ing them to maintain timely 
ami regular cane payments. 
Luring the last season 1973-74 
tonsidcrable difficulties were 
faced by sugar mills in main¬ 
taining timely cane payments 
in the absence of adequate 
bank credit which fell short 
of actual requirements by as 
much as Rs 75 crorcs in the 
peak period. Delayed cane 
payments by sugar factories 
due to inadequate bank credit 
could result in diversion of 
cane to gur and khandsarj 
and consequent loss of sugar 
prod Liction. 

Sugar output 

According to the Indian 
Sugar Mills Association, the 
sugar production in the month 
of November, 1974. the 
second month ul the season 
1974-75 was above 3,45,000 
tonnes as against 2,56,000 
tonnes during I he correspond¬ 
ing period last season. This 
brings the total production 
during the first two months of 
the season 1974-75 to about 
408,000 tonnes as against 
322,000 tonnes during the cor¬ 
responding period last year. 
The oil-take of sugar from 
factories during the month of 
November, 1974 was about 
2,53,000 tonnes for internal 
consumption and 49,000 tonnes 
for exports as against about 


2,73,000 tonnes for internal 
consumption and 34,000 tonnes 
for exports in the correspond¬ 
ing period last season. The 
total despatches in the first 
two months in 1974-75 was 
543,000 tonnes for internal 
consumption and 94,000 
tonnes for export as against 
578,000 tonnes for internal 
consumption and 82,000 tonnes 
for exports during the corres¬ 
ponding period last season. 
Jhc total closing stock of 
sugar with the factories on 
November 30, 1974 was about 
594,000 tonnes as against 
about 503,000 tonnes on the 
same date last season. 

Economic Journalist 
meet 

The second International 
Seminar of Economic Journa¬ 
lists will be inaugurated in New 
Delhi on January 22, 1975. The 
plenary sessions will begin on 
the morning of January 23. 
The seminar will conclude its 
deliberations on January 28. 
The theme of the seminar is 
“The World Economy in 
Crisis -Inflation, Energy Costs 
and Trade Dilemmas". Mr 
Claude Cheysson, Commis¬ 
sioner for Development at the 
EEC, is arriving to participate 
in the seminar as aho many 
economic journalists from 
various countries of the world. 
In addition, the World Bank, 
the FAO, the UNDP and the 
Asian Development Bank have 
also agreed to participate. 

Economic Association 
Conference 

The Fifty Seventh annual 
conference of the Indian 
Economic Association was 
held under the auspices of the 
Andlira University, Waltair, 
Andhra Pradesh from 27 to 29 
December J974. Dr. B. 
Sarveswararao, Professor and 
Head of the Department of 
Economics, Andhra University 
was the Local Secretary. Dr. 
Malcolm S. Adiseshiah, Direc¬ 
tor, Madras Institute of Deve¬ 
lopment Studies delivered the 
Presidential Address. The 
following three subjects were 
discussed at the three sessions: 
Recent Trends in Welfare 
Economics; Price Policy in 


India; and Regional Economic 
Development in India. 

The subject chosen for 
the discussion were: Are 
there Recessionary Trends in 
Indian Economy ? Dr. Babu- 
tosh Datta was elected the 
President, Dr. Gautam Mathur, 
Vice-President and Dr. V. 
Shanmugasundaram, Secretary 
and Treasurer of the Associa¬ 
tion 

Grindlays 

On January !. 1975 National 
and Grindlays Bank Limited 
changed its name to : 
Grindlays Bank Limited. The 
decision to make this change 
was announced in Lord 
Aldington's statement issued 
In April, last, and the necessary 
steps for tlie change of name 
have now been taken all over 
the world. Grindlays Bank 
business will be exactly the 
same as that of National and 
Grindlays. 

Philips Plant 

Mr A. C. George, union 
minister of state for Industries 
and Civil Supplies, inaugurated 
recently the new tungsten fila¬ 
ment wire and coil factory 
building at Philips light fac¬ 
tory, Kalwa. Philips India's 
wire and coil activity was 
started in 1964 and the com¬ 
pany has been supplying tung¬ 
sten filaments to the India 
lamp industry for the last ten 
years. The company has now 
been granted a licence by the 
government for further integ¬ 
ration. which will lake Philips 
India to the swaging stage of 
tungsten bars. The swaging 
project would be completed by 
the end of April 1976. 

New Teleprinter 

The Hindustan Teleprinters 
Limited lias developed an 
electronic teleprinter that has 
certain characteristics not seen 
in its foreign counterparts. 
The government-owned tele¬ 
printer factory at Guindy is 
now testing the prototype. 
The chairman of Hindustan 
Teleprinters, Mr. G. U. Mcnon 
stated recently that one main 
feature of the machine was 
that it can adjust itself to any 
bursts of speed while typing. 
It could hold up to 10 words 
in memory and thus neutralise 
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the speed bursts. The , elec- shares to be offered to the less than 5i per ccaUpUi4i. advanced It 

tronie teleprinter considerably public will be reserved for management reroutes firmly stalled capacity oi IvKl.tw 
reduces transmission distor- the employees. In no case, the id the government’s hands, two*Whm scooters and ju.uuu 

tions and could be worked at states’s shareholding will be Scooter India is already in an three-wheelers annually. 

greater speeds than the con- .. 

ventional electro-mechanical 
teleprinter. 


Premier Car Price 
Raised 

The price of the Premier 
President car has been raised 
>y about Rs 2,070 by ^manu¬ 
facturers. This is the first 
>rice rise in the car market 
ifter the government decon¬ 
trolled car prices on December 
31, 1974. The Premier Presi¬ 
dent was costing about Rs 
31,300 before this rise and it 
will now cost about Rs 33,400 
>n the road. 

Tax Relief for Unit 
investors 

A Presidential Ordinance 
was issued, on January 7, 
granting further relief to in¬ 
vestors in the Unit Trust, The 
Ordinance, which amends the 
existing Unit Trust of India 
Act and the Indian Trust Act, 
raises the exemption limits for 
income and wealth tax payers 
who invest in units. In the 
case of the former, the exemp¬ 
tion limits has been raised 
from the existing level of Rs 
3,000 to Rs 5,000 and in the 
case of the latter from Rs 1.5 
lakhs'to Rs 1.75 lakhs, provid¬ 
ed Rs 25,000 of it arc invested 
in Units. The government was 
constrained to resort to this 
measure because of the sagging 
interest of investors, especially 
belonging to the middle classes. 
In the context of its tight 
money policy, returns from 
investments in units had be¬ 
come unattractive. 

Public Issue of Scooters 
India 

Scooters India Ltd., a 
public sector unit, will offer 
49 per cent of its equity shares 
valued at Rs2.5crorcs to the 
public. The consent of the 
Controller of Capital Issues 
has already been obtained and 
the company proposes to go 
public in February. The shares 
will be offered at par. This 
| is the first public sector com¬ 
pany to offer equity participa- 
1 lion to public. Part of the 



Uto a leading Real Estate Organization 
of Switzerland offers 


excellent investments in 
apartements 
apartment-buildings 

duplex-houses 
in Sergy near Geneva 

in the so called "Zone Franche”, France. 



High quality, timeless architecture, 
wonderful country side with beautiful 
view of the Alps. 

Good possibilities for renting, high 
appreciation. 

Near International Organizations such 
as United Nations, I.L.O., W.H.O., I.T.U., 
C.E.R.N., and others. 


llttr 


First lot ready December 1974 

For further information, please contact: 

Uto Immobiliere SA 

CH-1204 Gendve, 3, rue du Port 
T6I. 022/21 91 25 
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COMPANY 

AFFAIRS 


Hesitant Mood 

Tnv. shaki market continues 
to he in a hesitant mood. Till 
recently • market men were 
hopeful that the government 
would allow an upward revi¬ 
sion in the present ceiling of 
12 per cent on dividend pay¬ 
ment. But following the ordi¬ 
nance amending the Unit 
Trust Acl the marhetmen have 
been driven to the conclusion 
that the government is not 
likely to repeal the dividend 
curbs in the immediate future 
which had been sustaining 
the markets for the past few 
weeks, ft looks that the mar¬ 
ket will have to wait for the 
presentation of the union bud¬ 
get for any official action in 
this regard. But with the politi¬ 
cal uncertainty coupled with 
rumours of snap poll, it is 
doubtful whether the full- 
fledged budget will be presen¬ 
ted at all in February. 

Equities fluctuated both ways 
in a narrow range in the Bom¬ 
bay stock market last week. 
Dalai street opened the week 
on a steady note with selected 
leading equities moving both 
ways on alternate bouts of buy¬ 
ing and selling. The week 
concluded on an optimistic 
note as several scrips staged 
, a mild rally on the last day of 
the week on short covering 
and replacement buying. The 
volume of bustness during the 
. week was fair and the under- 
: tone optimistic. The Calcutta 
Stock Exchange lost the previ- 
i ous lustie during the week un¬ 
der review with share prices in 
■ almost all sections drifting 
; down gradually on short selling 
j or due to profit taking. After 
t a hesitant start the Madia', 
j[ Stock Market showed an easy 
j trend during the week. Ln- 
| quirics were fewer, resulting in 
a small turnover. The increas¬ 


ed power cut also affected the. 
market sentiment. 

Jay Shrae Tea 

Jay Shrec Tea and Indus- 
tries Ltd has released its mid¬ 
term report on the working of 
the company for the seven- 
month period ended October 
31, 1974. Total tea crop 

during this period was slightly 
higher. In addition, almost 
all tea units of the company 
have improved their qualities 
of production and hence have 
merited better prices. There 
has been a stiff increase in the 
cost of production of tea due 
to increase in wages and esca¬ 
lation in costs of other inputs 
and services. Hence the bene¬ 
fit of increased prices will be 
reduced to the extent of such 
increases in cost. Both Assam 
and Andamans plywood fac¬ 
tories have been working nor¬ 
mally except for a breakdown 
at Mari an i, Assam, of the 
slicer machine for a period of 
four months, thus dislocating 
decorative plywood produc¬ 
tion. Plywood markets also 
show great consumer resistance 
and lack of demand because 
of credit squeeze, and sharp 
decline in constructions due 
to shortage of cement, dis¬ 
continuance of exhibitions, 
fair, etc. Cost of inputs for 
production of plywood namely 
timber, glue and wages have 
also gone up considerably. 
Superphosphate and sulphuric 
acid production by Jay Shrec 
Chemicals & Fertilisers was 
marginally lower than in the 
preceding year. Off-take so 
far has been reasonably good 
and it is hoped that despite 
increases in cost of production, 
this unit will fare better during 
the year. All in all, in spite 
of significant increases in the 
costs of production and slack¬ 
ness in demand for plywood, 
it is hoped that the company 


will be able to report im¬ 
proved working results for the 
year. 

Gwalior Tools 

Gwalior Fools Ltd a new 
company, is entering the capi¬ 
tal market on January 20, 
with a public issue of Rs 10 
lakhs in equity shares and Rs 
3 lakhs in 10 per cent prefe¬ 
rence shares. The issue is 
fully underwritten by leading 
financial institutions and 
brokers. The issue is managed 
by National and Grindlays 
Bank Ltd. The company is 
setting up a factory having 
installed capacity of 4 0 mil¬ 
lion pieces of hacksaw blades 
per annum at Maharajpura 
Industrial Area, Gwalior. The 
company is registered with 
DGTD for the above cap; icily 
and on January 2,1975 another 
registration for the manufac¬ 
ture of one lakh pieces p:r 
annum of tool bits has been 
granted. The applications for 
import of capital goods and 
raw material* have already 
cleared. Messrs Gust Paffcn- 
hoff Remscheid of West Ger¬ 
many arc the technical collabo¬ 
rators for the project. Hacksaw 
blades arc widely used for 
cutting steel, aluminium asbes¬ 
tos, brass, bronze, cast iron, 
copper and many other metal¬ 
lic and non-mciaUic items. 
Besides the indigenous demand, 
there is large growing export 
market for the product. Hence 
no difficulty is anticipated in the 
marketing of its products. The 
project cost is placed at Rs 
38.84 lakhs and it will be finan¬ 
ced by the share capital of 
Rs 19.60 lakhs term loans 
from Madhya Pradesh Finan¬ 
cial Corporation of Rs 17.33 
lakhs and Rs 1.91 lakhs as 
loan from directors and 
friends. The plant is expected 
to go into trial production in 
March, 1975. The project for 


the manufacture of tool bits 
is likely to be implemented in 
1975 itself. On the basis of 
estimated cost and realisation, 
and widening gap between 
demand and supply, the pro¬ 
fitability of the company ap¬ 
pears to be encouraging. The 
company hopes to declare a 
reasonable return from the 
very first year of commence¬ 
ment of production. 

Voltas 

A giant pesticides complex 
will be set up in a backward 
area near Hyderabad, Andhra 
Pradesh. A new company 
styled Volhro Ltd has been 
registered for this purpose. 
Promoted by Voltas in collabo¬ 
ration with Rlionc-PouJeno, 
Paris (France) the company 
proposes to manufacture pesti¬ 
cide technical material and 
formulations. The company, 
it is learnt, proposes to manu¬ 
facture initially 1000 tonnes 
of technical material of phos- 
alonc which is at present being 
imported. Of this, half will be 
formulated by the company 
and the other half sold to 
other companies lor making 
into formulations. This pesti¬ 
cide is. used in controlling pests 
on cotton, tea and tobacco. 
The company hopes to go into 
commercial production by 
1977-78. The turnover on 
reaching full production is 
estimated at Rs 12 to Rs 13 
crorcs. The project is estimat¬ 
ed to cost nine crores of rupees 
of which Rs 3 crorcs will be 
raised through issue of equity 
capital. Voltas, it is reported, 
will take up equity shares 
worth Rs78 lakhs (26 percent) 
while the foreign collaborators 
will be allotted 32 per cent of 
the equity capital mainly for 
supply of capital equipment 
worth about a crorc of rupees. 
A public issue is proposed to 
be made sometimes in August- 
September. 

Kirloskar Brothers 

Kirloskar Brothers Ltd has 
fared exceedingly well during 
the year ended July 31, 1974 
despite an acute shortage of 
materials, runaway increase in 
costs of manufacture and 
credit squeeze. Turnover im¬ 
proved, although modestly, to 
Rs 22.08 crores from Rs 21.09 
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crores but gross profit nearly 
doubled to Rs 126.45 lakhs 
from Rs 64.18 lakhs in 1972-73. 
Out of the gross profit, the 
directors have appropriated a 
sum of Rs 32.94 lakhs to depre¬ 
ciation reserve as against Rs 
29.01 lakhs in the preceding 
year, while the allotment to 
development rebate reserve 
was reduced from Rs 8.80 
lakhs to Rs 7.15 lakhs. 
An amount of Rs 25 
lakhs was set aside for taxa¬ 
tion as against no provision in 

1972- 73. The net profit, after 
these allocations amounted to 
Rs 61.36 lakhs as compared to 
Rs 26.37 lakhs in 1972-73. The 
directors have recommended 
an equity dividend of 9.8 
per cent for 1973-74. It will 
absorb Rs 12.03 lakhs. The 
company’s export’s during 

1973- 74 went up by Rs 20 
lakhs to Rs 80 lakhs and fur¬ 
ther increase in exports is ex¬ 
pected during the current year. 
In the first lour months of the 
current year the company’s 
sales have been satisfactory as 
compared to last year. However, 
signs of slackness in demand 
for valves, hermetic compres¬ 
sors and some types of pumps 
are now visible. The demand 
for hermetic compressors has 
suffered a set back mainly due 
to the still increase in excise 
duty on appliances in which 
such compressors arc used. 


Damodar Bulk Carriers 

Damodar Bulk Carriers has 
reported satisfactory progress 
during 1973-74, with freight 
revenue and gross and net 
profits recording substantial 
improvements over the preced¬ 
ing year. The company paid 
a dividend of 15 per cent for 
the year ended March 31, 1973, 
but in view of the dividend 
ordinance the directors have 
recommended a dividend of 12 
per cent for the current year. 
Its freight revenue increased to 
Rs 5.70 crores from Rs 3.96 
crores in the previous year, 
registering a rise of about 44 
per cent. Gross profit too 
moved up sharply from Rs 1.04 
crores to Rs 1.34 crores. After 
deducting depreciation and 
preliminary expenses, net pro¬ 
fit amounted to Rs 78.85 lakhs, 
an increase of 66 per cent over 


preceding year. Out of this, Rs 
45 lakhs was appropriated to 
development rebate reserve and 
balance of Rs 50.12 lakhs in¬ 
cluding Rs 16.28 lakhs brought 
forward was transferred to 
general reserve. The directors 
have decided to make a bonus 
issue of one fully paid equity 
share of Rs 100 each for 


every one equity share held. 
In April 1974 the company 
took delivery of a new gear¬ 
less bulk carrier of 54,000 dwt 
from West Germany. The 
carrier is currently engaged in 
bringing a cargo of grain to 
the country. One new bulk 
carrier of 80,000 dwt on order 
with Spain is to be delivered 


in June 1975 and another 
21,610 dwt vessel from Hindus¬ 
tan Shipyard in 1976. 

Usha Alloys & Steels 

Usha Alloys and Steels 
proposes to issue rights shares 
of Rs. 18 lakhs and offer the 
same to the company’s existing 
shareholders at par in the ratio 


Cash in on Cash Certificates- 
INDIAN BANK’S,of course! 


An opportunity lucratively yours I You can buy a cash certificate of 
Rs. 1000 for as little as Rs. 602.77, or in smaller denominations 
like R$. 25, Rs. 50 and Rs. 100. For different periods too I 
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Deposit 

Deposit 

Deposit 

61 months 

48 months 

38 months 

Rs. 602.77 

Rs. 698.37 

Rs. 764.17 

Rs. 301.39 

Rs. 349.19 

Rs. 382.09 

Rs. 60.28 
Rs. 69.84 
Rs. 76.42 

Payment 

Rs. 1000/- 

Rs. 500/- 

Rs. 100/- 


Your Savings Grow With 

INDIAN BANK 

(Wholly owned by tho Government of India) 

H.0.17, North Beach Road, Medros-600 001. 
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of one rights share for every 
five shares held. The rights 
issue is fproposecl to he made 
some time in the first quarter 
of 1975. The proceeds of the 
issue will be utilised for finan¬ 
cing partly the Rs 53-lakh 
overrun in the project cost. 
The balance would be met by 
additional term loans of Rs 
31 lakhs from the financial 
institutions and unsecured 
loans of Rs 4 lakhs. 

Tata Oil Mills 

The .Tata Oil Mills Com¬ 
pany Limited has obtained 
the consent of the Controller 
of Capital Issues to the issue 
of 5,88.629 new Ordinary 
Shares as Bonus Shares of 
Rs 25 each by capitalising 
Rs 1,47,15,725 comprising of 
Rs 59,78,401 standing to the 
credit of the share premium 
account and an amount of 
Rs 87,37.324 drawn out of 
the general reserve account. 
The Bonus shares will be 
issued to the existing share¬ 
holders in the ratio of one 
ordinary share for every two 
shares held by them. 

For the purpose of effecting 
this isssue, the Register of 
Members and Share Transfer 
Books of the Company will be 
closed from January 21, 19/5 
to January 31, 1975 (both days 
inclusive) and the bonus shares 
will be allotted to those share¬ 
holders whose names stand 
registered in the books of the 
company as on January 31, 
1975. The new shares shall 
rank for dividend and in all 
other respects pari passu with 
the existing ordinary shares 
of the company and shall be 
entitled to participate in full 
in any dividend to be declared 
in respect of the vear ending 
March 31,1975. 

NELCO 

The operations of the 
National Radio & Electronics 
Co. Ltd., during the first six 
months (Apr. Sept. 1974) of 
the current financial year, 
resulted in a sales turnover 
of Rs 4.03 crores representing 
a growth of 102 per cent over 
the sales turnover ofRs 1,99 
crores during the correspond¬ 
ing six months of the previous 
financial year. Sales of in¬ 
dividual product groups indi¬ 


cate encouraging prospects as 
may be concluded from the 
sales growth of 100 per cent 
achieved in the entertainment 
electron’c products, 158 per 
cent in the industrial and pro¬ 
fessional electronic products 
and 80 per cent in appliances. 
The Company’s sales perfor¬ 
mance of radio receivers is all 
the more significant in view of 
the 73 per cent growth shown 
in the first seven months of 
the calendar year 1974 over 
the corresponding period dur¬ 
ing 1973, while the industry 
recorded a sales growth of 20 
per cent only. 

News and Notes 

A project for the manu¬ 
facture of 25,000 dissolved 
acetylene cylinders has 
been promoted by Mr S. 
Nallaperumal and Messrs 
Tamilnadu Industrial Deve¬ 
lopment Corporation. The 
government of India has 
approved this project and 
have also given consent 
for the terms of collabo¬ 
ration with Messrs Rivoira, 
SPA, a repurted group of 
cryogenic engineers in Italy. 
The government has also ap¬ 
proved Rivoira’s participation 
in the equity capital up to 15 
per cent and also payment of 
a lump sum fee for technical 
know-how, drawing, designs 
and documentations. The 
factory will be located in 
Ambattur area. There is a 
global shortage of acetylene 
cylinders and there arc good 
prospects of exporting to mid¬ 
dle east, far east andeuropean 
countries. Even in the USA, 
there is shortage of acetylene 
cylinders. The sponsors have 
agreed for the export of 20 
per cent of their production 
for a period of live years. 
Rupee countries such as Poland 
Rumania, Czechoslovakia and 
East Germany have no acety¬ 
lene cylinder manufactur¬ 
ing facilities and therefore 
there are good prospects of 
selling these cylinders in those 
countries also. The cylinders 
to be manufactured by the 
proposed company will be of 
welded type similar to those 
proposed to be manufactured 
by Bharat Pumps and Com¬ 
pressors Ltd, Naini, who 
have proposals to manufacture 


10,000 welded acetylene cylin¬ 
ders per annum along with 
porous mass for the same 
capacity. The promoters made 
a study of the demand for 
acetylene cylinders in the 
country which according to 
them currently and in the 
immediate future will be 
about 40,000 cylinders annual¬ 
ly. Bharats Pumps and Com¬ 
pressors and the Tamilnadu 
plant can meet the demand 
besides satisfying the backlog 
and exporting some quantity 
also. The promoters feel that 
the project can be implemen¬ 
ted in 12 months time since a 
lot of preliminary work and 
study has gone into the 
project. 

A Digital Synchronous Wel¬ 
ding Controller developed by 
Envoys Electronics has now 
made it possible to have 1500 
welds per minute. The unit 
is being marketed by Envoys 
(India) Pvt Ltd, B 247 Phase 1, 
Naraina Industrial Area, New 
Delhi 110028. 

The Gwalior Rayon Silk 
Mfg. (Wvg) Co. Ltd., the 
country’s largest manufactur¬ 
ers of sodium sulphate with 
production ranging between 
42,000 tonnes and 45,000 
ronnes annually, has bagged 
three export orders, one each 
from Iran, Kenya and Bangla 
Desh. The order cover a 
quantity of 8,000 tonnes and 
are expected to fetch the 
Company Rs 1.75 crores in 
foreign exchange. The com¬ 
pany is hopeful of obtaining 
additional orders for further 
quantities in the near future. 

Tata Exports has broken 
through into the Ethopian 
market for commercial vehicle 
so far dominated by Euro¬ 
pean automobile companies 
particularly Italian manufac¬ 
turers, by securing an intro¬ 
ductory order for passenger 
buses from the government 
owned General Ethiopian 
Transport Company. Five 
Tata buses were inaugurated 
for service recently by the 
GET which runs the passen¬ 
ger services in the city and 
suburbs of Addis Ababa, the 
capital of Ethiopia. 

New Issues 

Bharat Bijlee Limited is 
planning to expand its capacity 


for manufacture of motors 
from 2,58,000 HP to 4,24,000 
HP at its existing plant in 
Kalwa, Thana. BBL’s pro¬ 
ducts are marketed by Siemens 
India Limited and the com¬ 
pany has been able to obtain 
a market share of 12.5 per 
cent. With the increase 
in demand for motors and 
after the completion of the 
proposed expansion project in 
June 1976, the company ex¬ 
pects to sell its entire produc¬ 
tion of motors without any 
difficulty. The total cost of 
the expansion project is esti¬ 
mated at Rs 250.34 lakhs 
including working capital 
requirements of Rs 150.34 
lakhs. It will be financed by 
the issue of convertible bonds 
of Rs 80.00Jlakhs, bank borrow¬ 
ings for working capital ofj 
Rs 75.17 lakhs, internal cash 
accruals of Rs 72.17 lakhs 
and through other sources of 
Rs 23.00 lakhs. The public 
issue is expected to be made 
during the last week ol 
January 1975. 

Amines Plasticizers Limited 
promoted by Indian Carbon 
Limited (ICL), will be entering 
the market on January 20,1975 
to raise Rs 78.80 lakhs com¬ 
prising of Rs 58.80 lakhs in 
equity shares of R$ 10/- 
each and Rs 20 lakhs in 11 per 
cent redeemable cumulative 
preference shares of Rs 100/- 
euch, to meet a part of the cost 
of its Rs 2.25 crores project 
which is already under com¬ 
mercial production. The sub¬ 
scription list will close on Jan¬ 
uary 30, 1975 or earlier, but 
not before January 25, 1975. 
The public issue is fully under-' 
written. The company’s Etha- 
nolamines Plant located at 
Thana, Maharashtra has been 
in commercial production since 
December 1973, and its pro¬ 
ducts, conforming to the inter¬ 
national standards have been 
well accepted in the home 
and overseas markets. The 
company has also taken on 
leave and licence since July 1, 
1974 ICJ/s phthalate Plasti¬ 
cizers plant. 

Amines & Plasticizers 
Limited is the first company 
in the country to manu¬ 
facture ethanolaniines by * 
sophisticated continuous pro-! 
cess with the technology and 
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The world lacked a certain metal 
until India produced steel 

In the ancient world, India was the first know-how conies from Gutehoffnungshuette 
to produce carbon steel. Highly priced in Sterkrade A.G. (GHH)—a world leader 
world markets, ancient Indian steel was in iron and steel plant design and manu- 

called ‘Wootz’. Allusions to iron and steel facture. That explains why UTMAL was 

in the Rig Veda lead to the belief that the called upon to manufacture vital equipment 
Iron Age began in India 3,000 years before like blown oxygen furnaces for the steel 
the industry was known in Europe. plant to be set up by the State Industrial 

_ „ . . , , and Investment Corporation of Maharashtra. 

In metallurgy and other spheres, Indian In addition UTMAL will furnish the 

talents have enriched the world. We at conceptual design and layout for the steel 

continue the tradition by enriching melting shop and manufacture a hot metal 

life through industrial development. mixer, rolling stock, waste gas stacks and 

We design, manufacture and instal plant tvvo £d converters complete with oxygen 
and equipment for every vital industry. i ancing cquipmen t. 
oteel is one. 

Our subsidiary Utkal Machinery Limited 

(UTMAL) manufactures sophisticated LARSEN & TOUBRO LIMITED 
equipment for the steel industry. Technical P.O. Box 278 , Bombay 400 001 

8TP301 
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1955-1975 


a renewed commitment on our 
20th anniversary 


A TIME FOR THANKSGIVING 


The Industrial Credit and Investment 
Corporation of India Limited wishes to 
express its appreciation of the trust, 
confidence, cooperation and devotion, 
it has received from its shareholders, 
clients, fending institutions, members 
of the staff and well-wishers. 

ICICI owes its present position in the 
Indian economy to the support it has 
received from the Government of India, 
particularly the Ministries of Finance 
and Industrial Development as well as 
the Reserve Bank of India. 

ICICI is grateful to the Industrial 
Development Bank of India, the Life 
Insurance Corporation, the Unit Trust, 
The Industrial Finance Corporation of 
India, banks and insurance companies, 
which have contributed to its funds 
and participated in its operations. 




ICICI has been able to provide valuable 
foreign exchange to Indian Industry 
for accelerating India's industrial 
development. The Corporation is deeply 
grateful to the International Bank 
for Reconstruction and Development 
for providing sustained financial support 
and technical guidance. 

ICICI also extends its thanks to 
Kreditanstalt fur Wiederaufbau, U.S. 
Agency for International Development 
and the Government of U.K. for the 
funds provided by them. 

ICICI staff has worked with devotion 
in the cause of development. 

The Corporation expresses its sincere 
appreciation of their substantial 
contribution to the progress of ICICI. 

On its 20th anniversary, ICICI renews 
its pledge to render greater service to 
the national economy, the well being 
of the people and to the country's 
prestige abroad. 


THE INDUSTRIAL CREDIT AND 
INVESTMENT CORPORATION OF INDIA LIMITED 
163. Backboy Reclamation. Bombay 400020 
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wnow-how obtained from the 
world-renowned Societe Nap- 
htachimie of France, 

Cthanolamines are consum¬ 
ed in substantial qualities by 
majoar industries like Fertili¬ 
zers, Pharmaceuticals, Textiles, 
Steel, Cement, Leather and is 
also used in the manufacture 
of dyes, paints, detergents, 
soaps and cosmetics. Practi¬ 
cally the entire demand from 
these chemicals being met by 
imports until the company’s 
plant went into commercial 
; production. 

The product thus constitute 
an important item of the im¬ 
port substitution programme. 

I The company’s product di* 

: octyl phthalate (DOP) is cater- 
; ing to the needs of a wide 
| range of PVC processing in- 
fdustries engaged in the manu¬ 
facture of insulated cables, 
leather-cloth, footwear, films 
and sheets for packaging etc. 
During the first year of its 
production ended September 
30, 1974 the Company's sales 
aggregated Rs 1.37 crores, on 
which it earned a gross profit 
of Rs 33.37 lakhs the company 
has also earned foreign ex¬ 
change to the tune of Rs 7.57 
lakhs by exporting a consign¬ 
ment of 40 tonnes of Mono- 
ethanolamines to a Middle- 
East country. Barring unfor- 
seen circumstances, the com¬ 
pany hopes to pay a reasonable 
dividend for the year ending 
September 30, 1975. The ex¬ 
pected turnover for the period 
would be about Rs 4 crores- 


Capital and Bonus Issues 

The government of India 
has allowed 13 companies to 
raise capital worth over Rs 
6.23 crores. Following are 
the details: 

* 

The Finlay Mills Ltd., 
Bombay, have been accorded 
consent, valid for three month, 
to capitalise Rs 40 lakhs out 
of its general reserve and 
issue fully paid equity shares 
of Rs 100 each as bonus 
shares in the ratio of one 
bonus share for every two 
equity shares held. 

Shrl Vfrekatuutd Mills Ltd, 
Ahmedabad, have been accor¬ 
ded consent, valid for three 


months, to capitalise, Rs 
9,04,750 out of its geiieral 
reserve and issue fully paid 
equity shares of Rs 250 each 
as bonus shares in the ratio 
of one bonus share for every 
two equity shares held. 

The Southern Borax Ltd, 
Madras, have communicated 
to the government their pro¬ 
posals to issue capital under 
clause 50 of the capital issues 
(exemption) order, 1969, to the 
extent of Rs 40 lakhs (inclu¬ 
sive of capital already raised) 
in the 4 lakhs equity shares of 
Rs 10 each, for cash at par, 
out of which shares of worth 
Rs 19.60 lakhs will be offered 
to the public by a prospectus. 

The Central Pump Mills 
Ltd, Poona, have been given 
consent for their statement 
of proposals, valid for a 
period of 12 months, for issue 
of securities worth Rs 
1,35,00.000 (Rs 100 lakhs in 
equity and Rs 35 lakhs in 
secured debentures) to be 
placed privately with the Unit 
Trust of India. 

The Karnataka Coir Pro¬ 
ducts Ltd, Bangalore, have 
been accorded consent, valid 
for three months, for the issue 
of bonus shares worth Rs 
4 lakhs. 

The Gold Mohur Mills Ltd, 

Bombay, have been accorded 
consent, valid for three months 
to capitalise Rs. 10 lakhs out 
of its general reserve and 
issue fully paid equity shares 
of Rs 100 each as bonus 
shares in the ratio of one 
bonus share for every two 
equity shares held. 

ThePahlaj Bajaj and Co 
(Novelties) Pvt. Ltd, Bombay, 
have been accorded consent, 
valid for ’ three months, to 
capitalise Rs 1,51,300 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus share 
for every one equity share 
held. 

The Eutectuic Welding 
Alloys of India Ltd, Bombay, 
have been granted consent, 
valid for a period of three 
months, for issue of bonus 
shares worth Rs 4 lakhs 
only. 

The Knit Fonids Ltd, have 


been accorded consent, vajid 
for th^ee mqhths* for the 
issue of bonus shares, worth 
Rs 1,60,000. 

The Bihar Foundry and 
Castings Ltd have communi¬ 
cated to government their 
proposal to issue capital under 
clause 5 of the capital issues 
(exemption) order, 1969, to 
the extent of Rs 45 lakhs 
(inclusive of the capital al¬ 
ready raised) in the form of 
4,50,000 equity shares of Rs 
10 each for cash at par. 

The Scooters India Ltd, 
Lucknow, a public limited 
company, having a paid-up 
capital of Rs 204 lakhs, have 
been accorded consent to 
issue further capital ofRs 215 
lakhs in equity shares of Rs 
10 each for cash at par, to 
the general public by a pros¬ 
pectus out of which shares 
worth Rs 5 lakhs will be 
reserved for allotments to the 
employees and associates of 
the company. The proceeds 


jwiilbe ^utflisGd fqf providing 
* jpati of required for 

the prbject for the manufacture 
of two three wheeler scooters. 
The consent is valid for a 
period of one year only. 

The Paliwal Mini Steel 
(India) Ltd, Delhi, have com¬ 
municated to the government 
their proposal to issue capital 
under clause 5 of the capital 
issues (exemption) order, 1969, 
to the extent of Rs. 50 lakhs 
(inclusive of capital already 
raised) in 5 lakhs equity shares 
of Rs 10 each, for cash at par 
out of which shares worth Rs 
30 lakhs will be offered for 
public subscription by a 
prospectus. 

The Mohta Fspat Ltd have 
communicated to the govern¬ 
ment their proposal to issue 
capital under clause 5 of the 
capita! issues (exemption) 
order, 1969, to the extent of 
Rs 40 lakhs in equity capital 
and Rs 1,500 in preference 
capital. 


Dividends 


(Per cent) 


Name of the company 

Year ended 

* 

Equity dividend dec¬ 
lared for 

Current 

year 

Previous 

year 

Same Dividend 

Rajasthan Spinning Sc 

Sep. 30, 1974 

7.5 

7.5 

Weaving Mills 

India Forge Sc Drop 
Stampings 

June 30, 1974 

Nil 

NU 

Birds Jute and Exports 

March 31, 1974 

Nil 

Nil 

Premier Automobiles 

June 30, 1974 

Nil 

Nil 

Challapalli Sugars 

June 30, 1974 

10.0 

10.0 

Sandur Manganese & 
Iron Ores 

Dec. 31, 1973 

Nil 

Nil 

Reduced Dividend 

Parshuram Pottery Works 

July 31, 1974 

9.0 

10.0 

Trichi Steel Roiling 
Mills 

Sep. 30, 1974 

7.5 

12.0 

Engine Values 

March 31,1974 

9.5 

13.0 

Cauvery Sugars Sc 
Chemicals 

June 30, 1974 

3.5 

11.0 
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consolidated coffee limited 

Speech of Mr. M.A. Sreenivasao, Chairman, at the 31st Annual General 
Meeting of the Company held on 14th December, 1974. 


The five-year review pre¬ 
sented with the accounts shows 
the progress of your Company 
during the period. It will be 
seen that the gross income, 
profit before tax. and profit 
after tax arc all double of 
what they were five years ago 
and that your Company’s 
investments in shares and 
securities have more than 
trebled. Reserves have regis¬ 
tered an increase of Rs. 35 
lakhs, aftir the drawing of 
Rs. 71 i lakhs for the issue of 
bonus shares in 1973-74. Your 
Directors feel sure you will 
agree that the progress is 
gratifying. 

Although the average crop 
harvested in the Company's 
estates has tended to be stag¬ 
nant over the years, due 
mainly to extensive new 
clearings and replantings that 
have been done in the last 
five years at a total cost of 
Rs. 26.50 lakhs, the crops 
harvested arc expected, as a 
result of these operations, to 
show substantial increases in 
future years. 

[ shall not take your time 
to speak of the coffee planta¬ 
tion industry in general, its 
problems and prospects. 
These subjects have been 
amply and authentically pre¬ 
sented by the Presidents 
of the United Planters’ Asso¬ 
ciation of Southern India and 
of the K. P. A. and other 
planting associations at their 
Annual Conferences which 
always precede our Annual 
General Meetings. 

1 shall also refrain from 
speaking, except very' briefly, 
about inflation which, siuce I 
described it as galloping fast 
last year is now so uncont¬ 
rolled that even the usually 
reserved Reserve Bank has 
come out with the statement 
that “price increases during 
1973-74 were very large, very 
rapid, persistent and all-per¬ 
vasive”. Even as wc sit here 
the cost of cup of coffee wc 


have just taken may rise by a 
paisa or two, before the end 
of this meeting—not the price 
of the coffee so much as of its 
milk and sugar content. 

Very important persons in 
high authority, including the 
Vice-President of India, Cen¬ 
tral Ministers, Chief Minis¬ 
ters and other Ministers of 
our State have presided over 
and spoken at the UPAS! 
and KPA Conferences. L have 
attended these Conferences 
over the last ten or fifteen 
years. Some of the earlier 
ones sounded like soliloquies 
on one side and sermons on 
the other. In later ones, 
however, response from the 
Government side has been 
sympathetic and encouraging. 
I would refer, in particular, 
to the speeches made at the 
Conference of the Karnataka 
Planters’ Association in Octo¬ 
ber last by the Hon’ble Chief 
Minister and the Hon’blc 
Finance Minister of our State 
in which they were pleased 
to give definite assurances of 
tax relief by way of depre¬ 
ciation as allowed for other 
industries. I am sure you 
will all agree with me in ex¬ 
pressing our sincere thanks 
to them for their kind assu¬ 
rances. 

In every one of these 
Conferences I have invariably 
heard generous words of praise 
from high authorities for the 
achievements of planters of 
the plantation industry. It is 
no doubt in recognition of 
these achievements that the 
Government of Karnataka 
took the decision to exempt 
plantations from ceilings and 
other restrictions imposed 
by the Karnataka Land Re¬ 
forms Amendment Act. The 
industry is grateful to the 
Hon’ble Chief Minister and 
his colleagues for this far- 
seeing and statesmanlike de- 
cision-though at the last KPA 
Conference Shri Dcvaraj Urs, 
with due grace and mo¬ 
desty, gave credit for the de¬ 


cision to the Prime Minister, 
to whom also we are indeed 
grateful. 

While, as I said there was 
always a chorus of praise for 
the industry from the Govern¬ 
ment spokesmen at each of 
the Conferences, at not a 
single one of them did one 
hear anything to indicate that 
serious thought had been 
given to the question why 
and how the industry came to 
merit the praise. 

How did the coffee plant¬ 
ing industry come into exis¬ 
tence in the State? How did the 
lovely green hills and valleys 
of Coorg and the Bababudans 
come to be clothed with the 
well-wooded verdure of coffee, 
pepper and orange ? How is 
it that India’s plantation in¬ 
dustry has won and retained 
the first rank in the world for 
production of tea per hectare, 
and the fourth rank in the 
world in coffee ? And why 
on the same good earth, under 
the same Indian sun and sky 
and the same capricious Indian 
monsoon, with the same 
Indian skills and hands, does 
our country stand as low as 
50th in the world in the pro¬ 
duction of rice per hectare and 
40th in cotton ? 

The last question is one 
that calls for deep and anxi¬ 
ous consideration especially 
when it is realised that our 
farmers have demonstrated 
that they, too, can attain 
far higher yields of rice and 
corn and cotton. In the case 
of paddy for example, in 1970 
the highest yield in demons¬ 
tration farms in Orissa was 
nearly eight times and in 
all-India crop competitions 9.4 
times the national average 
(16.8 quintals per hectare) in 
that year. 

I propose, with your per¬ 
mission, to take some time to 
speak about these matters. 

.When you read the history 
of coffee cultivation and its 
phenomenal growth in our 


State you cannot but admire 
the way it was nurtured and 
encouraged by the State’s 
Rulers and the Government, 
and the wise and generous pro¬ 
visions made in the Mysore 
Land Revenue Code and in 
the Revenue Manual, the 
Department’s biblc, to attract 
bold enterprise and invest¬ 
ment to tame jungle and trans¬ 
form it into smiling coffee 
estates. The Code and Manual 
were among my text books, 
for it happened that my very 
first posting, on entering the 
Mysore Civil Service in 
January 1918 was to Chikma- 
galur, were happily my first 
assignment even as a pro¬ 
bationary assistant commis¬ 
sioner was to process applica¬ 
tions for Takavi loans from 
coffee planters who were than i 
hard hit by a serious decline 
in prices. 

The key word in those 
provisions was “Shraya” mea¬ 
ning improvement, “improve¬ 
ment of land by cultivation”, 
as explained in the Revenue 
Manual of 1967* “waste lands 
granted to cultivators who 
undertook to reclaim the area 
from jungle and bring it 
under cultivation upon leases 
with progressive increasing 
rents”. 

An entrepreneur applied 
for coffee cultivation on a 
hill side jungle. The land was 
ordinarily sold by auction 
subject to an upset price of 
Rs. 20 per acre (January 1940). 
It was given on a “guarantee 
for 30 years” and “in the case 
of coffee, free of assessment 
for the fust three years, one 
half assessment for the 
next two years, and the 
full assessment of Rs. 1-4-0 per 
acre from and after the sixth 
year”. No grant was made 
unless the applicant was* able 
to prove that he can raise the 
necessary capital for starting 
the industry—mark the use of 
the word industry. One-fifth of 
the area granted was to be 
planted ever}’ year. 

A thoughtful additional 
provision, intended to cheer 
up the intrepid planter said 
• the grantee can draw toddy 
from Bagani or other trees 
for the making of bread or 
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liter bonafidc domestic pur- 
oses”. 

Ts it any wonder that with 
jch inviting attractions and 
iccntives and taxation that 
as nominal, our State now 
;ads India with 70% of the 
?tal coffee production? 

The question is, why this 
taring disparity in our agri- 
ulturc’s productivity between 
\e yields of rice for food and 
otton for clothing on the 
nc hand, and the yields of 
lantation crops like tea and 
office ? 

What is the magic of 
laniations ? 

I know that I shall be 
jpeating some things l have 
aid before, lam also aware 
lint what I say may readily 
e dubbed as old-fashioned or 
ismissed as unacceptable. ( 
hall make no apology for 
^petition of things that need 

be repeated. As for being 
ut of fashion, we know 
ishions change and 
ften change so far back 
s to fashions of a past 
entury, as evidenced on Hie 
aces of many young men wc 
ce around us today. 

The root cause for the 
laring disparity is to be 
)und in the way land has 
ome to be regarded and trea- 
by our law givers and 
overnment. They all recog* 
ise that agriculture is India’s 
rcatest industry. Yet, with 
the exception of plantations, 
which occupy but a fraction 
of the total land under culti¬ 
vation, agriculture is not 
treated as industry is treated. 
Agricultural land has become 
the platform, if not the play¬ 
ground of politics, each parly 
vying with and wishing to ex¬ 
cel the other in land reforms 
and reforms of land reforms. 
This, in spite of the fact that 
even Pandit Nehru declared 
years ago that there should 
he an end to land reforms. 

Our nation’s leaders cons¬ 
tantly exhort us to preserve 
our culture and traditions. 
From ancient times till only 
a few decades ago, land in 
India that is Bharat was des¬ 
cribed as ‘Sthira’ permanent, 
certain. Deeds of transfer of 
land affirmed the right of 


the purchaser to the “eight 
fold” enjoyment of the owner¬ 
ship of the land, the trees, 
waters and minerals therein, 
above and below the ground, 
(nidhi nikshepa. jala, tharu, 
pashanadi, ashtabhoga tejas 
swamyam) until the sun and 
moon last (achundrarka). 

What is title to agricultu¬ 
ral land today ? Has it not 
tended to be a scrap of paper 
blown about by every poli¬ 
tical breeze ? Investment in 
land has become the very 
reverse of ‘Sthira’. The river 
of capital that flowed to it 
and made it green has dried 
up or got diverted. The na¬ 
tion's most basic industry has 
become the biggest investment 
risk. If you arc thinking of 
investing in land now, do not 
forget that your status as a 
land-owner is derecognised. 
Make sure you do not cam 
a rupee more than a magnifi¬ 
cent 12,000 rupees a year. Be 
careful not to hit your head 
against the ceiling. Note that 
while it was 18 standard acres 
in 1961. it has since been 
lowered down to ten. And 
beware of being branded an 
absentee landlord. It is a 
term of abuse. You may live 
in Bombay and buy five hun¬ 
dred shares in the Mysore 
Sugar Company and not be 
called an absentee Sugarlord; 
or in Tata Steels or Binny's 
and not be castigated an 
absentee steel lord or absentee 
clothlord, but no, not so if 
you buy land. 

1 am sure many of you 
have wondered, as 1 have, 
why there is all this political 
obsession with land. It ^ 
common knowledge that even 
if all the arable land in India 
were distributed among the 
landless there would hardly be 
an acre for each. 

From ancient times it has 
been the habit of Maharajas 
and Sultans who invaded and 
became the new masters of 
large tracts of land to make 
gifts and ‘inams’ at their plea¬ 
sure. The commonest form of 
a royal gift was of land that 
came under their sway. In 
giving land the Sultan gave 
nothing that diminished his 
riches or interfered with his 
pleasures. “Nothing is clearer 


in history”, writes Will 
Durant, the famous philoso¬ 
pher-historian in his great 
work called “Lessons of His¬ 
tory”, “than the adoption, 
by successful rebels, of the 
methods they were accustomed 
to condemn in the forces they 
deposed”. Can you think of 
a better illustration of this 
lesson of history than the 
way our present rulers, having 
deposed Maharajas and 
Nawabs and condemned their 
ways, have adopted the favou¬ 
rite habit of their predeces¬ 
sors of making gifts of 
land ? 

You will readily admit 
that the habit has unique 
attractions. Can you think of 
anything you can give that 
is easier, more pleasing and 
costs you less than giving land 
that is not yours ? Air, not 
hot, but cool, refreshing air 
is God-given and free for all. 
Water, drinking water in 
particular, is easier promised 
than provided. It is trouble¬ 
some to part with doth, to 
part with cash even more so. 
So why not give land, play 
about with land, take it from 
the owners, impose ceilings 
and slash them down, give 
land as you please, give to 
the landless, give to political 
sufferers, give to all whose 
votes you seek ? 

Chant the manthra “land 
to the tiller’', “land to the 
tiller." It is a catchy 
slogan well coined to please 
the masses and to grow more 
votes. But stripped of its 
populist trappings, and exa¬ 
mined closely, to say “land 
to the tiller” would appear 
no more respectable or ratio¬ 
nal than to say, for a change, 
“cloth to the weaver'’, or 
“curry to the cook”. 

Now, where have these 
policies led to? 

Experienced observers, in¬ 
cluding political leaders of 
the status of Shri V. V. Giri, 
both as President of India, 
and after his retirement, have 
pointed out that this exercise 
of distributing lakhs of pattas 
of small plots of land is largely 
ineffective and the ownership 
of the recipients has, in most 
cases, been short-lived. Even 
granting that this may not 


happen in all cases, docs not 
the policy lead to capital 
starvation of agriculture on 
the one hand and mere 
subsistence farming on the 
other ? 

In my days as a Revenue 
Officer, and even till a few de¬ 
cades ago, there was much 
concern over fragmentation 
of holdings. The accent was 
on integration, consolidation. 
The wisdom of this policy 
was never brought home to 
me more forcibly than when 
I was minister for Food in 
this State. The supply of food 
to town and city dwellers, 
whether it js free or rationed, 
must come from farms in 
rural areas. The farmer who 
grows food has to keep what is 
enough for his family and 
dependents, and sell or surren¬ 
der the excess. This excess is 
called the marketable surplus. 
Suppose the marketable surplus 
from a rural area is 20% of the 
total production in it. If for 
any reason, whether because 
of increased local needs or of 
a scare of scarcity the farmers 
in that area retain only 10% 
more for themselves, the 
marketable surplus at once 
suffers a cut of 50% and the 
supply or ration of the urban 
population is reduced to half 
of what it was. 

One hears a great deal of 
eloquence about land hunger. 
Land, after all, is only one of 
the means, a base of produc¬ 
tion. You cannot eat land. 
The expression land hunger 
is semantic, a figure of speech 
like, say, cloth hunger, or 
power hunger. But food hun¬ 
ger is very real and dangerous. 
“We are living on the edge 
of a knife”, says Dr. Boerma, 
Director General of F. A. O., 
about the present global food 
situation. “Disaster is at our 
doorstep. Asia is facing the 
largest food deficit in history.” 
No less an authority than 
Nobel laureate Dr. Norman 
Borlug made the dreadful 
prediction, very recently, that 
millionswill die in the next 
8 to 9 months in countries 
like India and Bangladesh. 
He called it “the worst food 
crisis since World War IT 
and added, “The deaths in 
those countries are going to 
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make the totalities trom star¬ 
vation caused by drought in 
the Sahara lands over the last 
couple of years look like very 
smalt numbers.*’ 

All of us must earnestly 
hope and pray that the pre¬ 
diction may not prove true. 
But does not the situation 
call for urgent and serious 
rethinking and revision of 
our nation’s agricultural poli¬ 
cies ? 

It is now nearly two decades 
since Prime Minister Jawahar- 
lal Nehru declared “not a 
grain of food will be impor¬ 
ted even if we starve”. Years 
later he lamented, “it disturbs 
my mind more than the 
Chinese aggression. 1 often 
hang my head in shame when 
I think that a nation with 
seventy per cent of its popu¬ 
lation in agriculture depends 
on foreign countries for its 
food requirements”. 

Which arc these foreign 
countries ? The U. S. A. the 
largest exporter of agricultural 
products in 1972-73, which 
has less than 5% of its popu¬ 
lation engaged in agriculture, 
aud countries like Australia, 
Canada, where land is not 
politicalised, where agricul¬ 
ture is free and unhampered 
by irksome laws and levies, 
and the only ceiling is the 
sky. 

But we need not seek 
lessons in cultivation from 
these countries from which 
we import food. We have in 
our own land, proof in our 
plantations, and in our de¬ 
monstration farms, that our 
agricultural productivity can 
rank as high as any country 
in the world. 

Dr. B. R. Shenoy, a dis¬ 
tinguished economist and 
authority on India’s food 
problems asks, “If 7.5 out of 
every 10 hectares of sown area 
is under foodgrains and 70 
out of every 100 of the work¬ 
ing population is engaged in 
agriculture, if yields from 
efficient cultivation with the 
use of modern technology are 
a multiple of 7 to 12 times the 
national average yields in the 


case of paddy and wheat, if 
the Government’s policy mea¬ 
sures are designed to achieve 
food self-sufficiency and the 
market deficit in food supply 
is under 5 per cent of the 
gross domestic production of 
foodgrains, how is it that this 
deficit has defied solution?” 
“The answer”, he writes, “lies 
in the capital starvation of 
agriculture. The taste of the 
neglect of industry is in the 
pudding of its production. 
Applying this principle to ag¬ 
riculture, the taste of the 
capital starvation of agricul¬ 
ture is in the statistics of agri¬ 
cultural production”. 

At the recent World Food 
Conference in Rome, Mrs. 
Judith Hart, Britain’s Minis¬ 
ter for Overseas Development 
said that “if the torrent of 
words flowing out at Rome 
could be transformed into rice 
and wheat, the hungry children 
of the third world might be 
saved”. Likewise it would be 
true to say that if the inces¬ 
sant spate of our land legisla¬ 
tion could have grown paddy, 
our country would not only 
be self-sufficient in rice but 
also have a surplus for export. 

Does it not seem unfor¬ 
tunate, indeed deplorable, that 
ceilings and levies and restri¬ 
ctions are imposed that deny 
to the growing of staple foods 
like rice and ragi and basic 
crops like cotton the freedom 
given to growing crops like 
coffee and rubber? True, the 
export of the latter earns 
valuable foreign exchange. 
But does not the im¬ 
port of the former impose 
a heavy and increasing drain 
on our country's foreign ex¬ 
change resources specially at a 
lime when the nation's balance 
of payments position is caus¬ 
ing concern? 

Earlier in my speech I 
asked,—what is the magic of 
plantations? It is, simply, the 
magic wand held by Govern¬ 
ment, the Prime Minister and 
Central Cabinet, the Chief 
Minister and his colleagues 
here, by a blissful wave of 
which lands upon which crops 
defined as plantation crops 


are exempted irom the ceilings 
and levies, the restrictions and 
uncertainties imposed by Land 
Reforms legislation. 

How I wish the same magic 
wand is waved to bring forth 
paddy plantations and cotton 
estates! If cotton is blissfully 
included in the definition of 
plantation crops, I am confi¬ 
dent that Karnataka can 
within a few years be not 
only fully self-sufficient but 
also supply cotton to the 
mills in neighbouring States. 
And if by suitable exemption 
or amendment of the law well- 
managed estates coutd be 
enabled to grow paddy, there 
would be no need at all for 
our State to go asking for 
allotments of imported rice. 

I have pleaded with the 
Chief Ministers and others in 
high authority for the revival 
of the ‘shraya* spirit to en¬ 
courage, nurture and improve 
the cultivation of these essen¬ 
tial crops even as our coffee 
estates have been nurtured 
and enabled not only to attain 
high levels of productivity 
and earn foreign exchange, but 
also to provide gainful em¬ 
ployment and amenities, such 
as free housing, water supply, 
medical and sanitary facilities, 
canteens, creches, to lakhs of 
well-paid workers whose earn¬ 
ings could be the envy of the 
hundreds of poor rural workers 
that daily flock to our cities 
in search of employment. 

In making the pleadings 1 
derived encouragement by the 
observation of a perceptive 
Union Minister a'id a report 
that the Government was 
thinking at one time of per¬ 
mitting the corporate sector 
to engage in efficient large- 
scale farming. But the melan¬ 
choly answer I got from the 
authorities was that while the 
proposition is economically 
sound, it is politically im¬ 
possible. 

It is sai to think that 
political ideologies should 
come in the way of what is 
nationally good, and necessary. 

I earnestly hope that at a 
time of emergency and crisis 


nice me present, political in¬ 
hibitions and prejudices will 
be cast aside, and the magic 
wand will swiftly be waved to 
banish scarcity and usher in 
an era of abundance of food 
and clothing in our land and 
that Karnataka will take 
a bold lead in this direction. 

I am glad to say that staffi 
and labour relations have 
continued to be harmonious. 

1 am sure you will join me 
and the Board in thanking 
Mr. K. B. Somana the Manag¬ 
ing Director and his team of 
officers and expressing our 
appreciation of the excellent 
work done by them during 
the year. 

To my colleagues on the 
Board I am most grateful 
for their valued advice and 
friendly co-operation. 

(This does not purport to 
be a record of the proceedings 
of the Annual General Meet- 
iug). 


COMPANY NOTICE 

INDIAN ALUMINIUM 
COMPANY, LIMITED 

; 1 MIDDLETON STREET, 
CALCUTTA 700 016 

REPAYMENT OF 6 [% DE¬ 
BENTURE STOCK 1970/75 

Registered holders of the 
6 i % Debenture Stock 1970/75 
who have not as yet surren¬ 
dered their cjrtifi:atc(s) to the 
Comp tny are hereby requested 
to do so immediately in order 
to enable the Company to re¬ 
ply the principal amount of 
the Debenture Stock held by 
them. 

P.K. Pal 
Secretary 

7 January, 1975 
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KOTHARI (Madras) LIIVIITED 

A RECORD ACHIEVEMENT : 

PLANS FOR FUTURE GROWTH 



MR. D.C. KOTHARI 


This is the FIFTH year of 
the company but the third year 
of the combined operations 
of the various units. 

During the year under re¬ 
view, the economy of the 
country was beset with infla¬ 
tionary tendencies, shortage 
of essentia! raw materials, 
power shortages in all parts of 
the country barring a few States 
and labour unrest. AH these 
factors considerably ham¬ 
pered the growth of the indus¬ 
trial activity. Added to this, was 
the policy of curtailment of 
money supply in circulation 
announced by the Reserve 
Bank of India, last year. 

Gearing up of agricultural 
and industrial production ap¬ 
pears to be very essential now 
to curb the inflationary tend¬ 
encies. Decline in price levels 
can only be expected with in¬ 
creased production. In this 
context, the policy of credit 
squeeze hitherto adopted 
should be given a fresh look 
and fresh relaxation should be 
made on a selective basis. 

It is refreshing to note 


that at a recent meeting of the 
Chairman of the nationalised 
banks, views have been ex¬ 
pressed for the need for libe¬ 
ralising the credit squeeze in 
order to achieve increased in¬ 
dustrial production. 

The year 1973-74 witnessed 
buoyant conditions in the 
share market. In fact, the 
amount of new capital issues 
during that period were 
a record for the previous 
eight years. There was 
also a marked improvement 
in the share prices. However 
the introduction of legislation 
by the Government imposing 
restraints on the payment of 
dividend, has affected the 
capital market and many of 
the new undertakings have 
not been able to come to the 
market for issue of their shares. 
This problem requires serious 
consideration and it might also 
be necessary to liberalise the 
debt equity ratio wherever 
finances are to be raised by 
undertaking so that the amount 
of equity to be raised could 
be smaller in quantum. 


Our country has been able 
to build a strong industrial 
base capable of producing any¬ 
thing ranging from consumer 
goods to sophisticated machi- 
narics and we have been able 
to bridge to a large extent the 
technological gap that was pre¬ 
vailing at the time of indepen¬ 
dence. It is imperative that we 
should strive hard to keep up 
the tempo of industrial growth 
in our country, if the economy 
of the country is to attain the 
stability that is sought to be 
achieved in our consecutive 
Plans. 

A Record Profit: 

Viewed in the context of 
the general industrial condi¬ 
tions that prevailed during the 
year, the results of your Com¬ 
pany for the year ended 30tli 
June, 1974 have been excellent. 
A record profit has been made. 

The Plantation Division has 
manufactured 19,13,522 Kgs 
of tea and produced 923 ton¬ 
nes of coffee during the year. 
Sales of tea during the year 
were of the order of Rs 1.56 
crorcs and realisation from 
coffee accounted for Rs. 66 
lakhs. The Curing Works were 
able to handle and cure 5,370 
tonnes of coffee aud the in¬ 
come by way of curing charges 
was Rs 7.44 lakhs, more than 
double of the privious year. 

Last year, tea producing 
countries realised rather low 
prices; but there is now a 
change for the better. The tea 
prices have gone up to a level 
almost amounting to 60% 
increase over the previous year. 
This is reflected in the price 
that tea fetched at the Cochin 
auctions which was Rs 6.51 
per kg. in July 1973 and Rs 
10.55 per kg. in October, 1974. 
This trend is still continuing. 
The reason for this is not far 
to seek. The price of lea had 
remained practically static bet¬ 
ween 1953 to 1973 except to 
the extant of an increase of 
about 5%. Tea prices in 1974 
now reflect the increase in 


commodity prices throughout 
the world consequent on the 
increase in oil prices. 

Coffee Exports: 

During 1973-74, Indian 
Coffee exports reached a peak 
level with an export of 52,688 
tonnes and the foreign ex¬ 
change earned was Rs 46.1 
crorcs. This was made possible 
because of the bold decision 
taken by Brazil to increase 
the price of coffee in the inter¬ 
national market last year. This 
made the consumer countries 
to pile their stock of coffee 
by purchasing at higher prices; 
so much so that Indian coffee 
was sold at as high a price as 
Rs 590/- for 50 kg., in the ex¬ 
port auctions for Plantation 
‘A' Almost all the Indian 
Coffee for export had been ex- 
pored before May and there 
remained only a balance of 
10,000 tonnes for export in 
our country. There has been a 
downward trend in the world 
coffee price since May, 1974. 
But this lias not affected the 
Indian coffee as the major por¬ 
tion of production was ex¬ 
ported before the fall in price. 
It is expected that Brazil will 
be re-entering on the interna¬ 
tional scene and it is hoped 
that she will attempt to main¬ 
tain the price at an increased 
level as is the feature with all 
countries having a monopoly 
of commodities for export. 

Both tea and coffee how¬ 
ever arc subject to increased 
costs of inputs and labour 
wages. To maintain the pro¬ 
duction and also to partici¬ 
pate in a larger measure in the 
export of these commodities, 
it will be necessary to regulate 
any increase in the cost of 
production. 

Increased Textile Exports: 

As regards our Textile Divi¬ 
sion, the turnover was Rs. 
13.11 crores as against Rs 6.20 
crorcs of the previous year. On 
the export front, we exported 
doth and yarn of the value of 
Rs. 76.40 lakhs as compared 
to exports valued at Rs. 43.93 
lakhs during the previous 
period. 

There was a considerable 
boom in the export of textiles 
during the last year but it has 
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now receded. This is mainly 
because our yarn and tex¬ 
tiles are outpaced in the 
international markets by' as 
much as 30% to 40% depend 
ing upon the counts and 
variety. Besides, we arc 
also forced with keen com¬ 
petition from various textile 
producing countries including 
Japan which has re-entered 
the business of manufacture 
and sale of grey fabrics. Pakis¬ 
tan has dropped the export 
duty on cloth. New textile 
mills which have come up in 
Malaysia and Thailand are 
also emerging as serious com¬ 
petitors. Re-introduction of 
cash incentives for export of 
yarn and doth appears to be 
very essential if the exports 
are to maintained. 

The cotton crop during 
1973-74 was shorter than the 
previous year being 63.50 lakhs 
as against 65.16 lakhs bales. 
Imports were restricted to 
only 1.25 lakh hales. This res¬ 
tricted the availability of 
cotton during the season. The 
price of cotton continued to 
increase and reached its peak 
during July/August 1974. The 
cotton prices during August 
1974 were almost 60 to 80 per 
cent higher than the previous 
year. This increase in price 
of cotton has not affected us 


considerably because or me 
farsighted policy of judicious 
purchases of cotton at appro¬ 
priate times. The cotton prices 
have however, come down by 
about 30 to 35 per cent from 
the peak level reached during 
the last few months. 

Whilst the Textile Division 
made excellent profits during 
the year under review, its ope¬ 
rations continued to be hamp¬ 
ered considerably due to inade¬ 
quate liquidity of funds arising 
out of the credit squeeze im¬ 
posed by the Reserve Bank of 
India, While in physical terms 
our inventory of raw materials 
and finished goods on an ave¬ 
rage, were not significantly 
different from the one wc arc 
accustomed to hold in terms 
of quantity, the inventories in 
terms of value were at un¬ 
precedented levels. 

The Fertilizer Division 
has done well during the cur¬ 
rent year despite the power cut 
for nearly four months achiev¬ 
ing a turnover of Rs 3.30 cro- 
res. It has programmed to ex¬ 
pand the production of Sul¬ 
phuric Acid from the present 
capacity of 15,000 to 18,750 
tonnes per annum. Negotia¬ 
tions with the bankers for 
financial arrangements are go¬ 
ing on and we expect to imple¬ 
ment this as soon as the finan¬ 


cial arrangement a ws ««»uav V . 

As you know, this Com¬ 
pany was incorporated on 1st 
July, 1970 for taking over the 
five companies, viz., Blue 
Mountain Estates and Indus¬ 
tries Limited, Waterfall Estates 
Limited, Balmadies, Plantation 
Limited, Kothari Textiles 
Limited and Adoni Spinning 
and Weaving Company Limit¬ 
ed as going concerns. 

One of the primary objec¬ 
tives of this amalgamation was 
to utilise more effectively the 
resources of these companies, 
to provide a steady rate of 
return to the shareholders and 
achieve greater financial stabi¬ 
lity to enable expansion diver¬ 
sification etc. 

Caustic Soda Plant : 

You. will recall, in my last 
year’s speech, I had indicated 
that we were seriously consi¬ 
dering going into manu¬ 
facture of Caustic Soda. 
1 am pleased to inform 
you that we have made 
considerable progress with this 
project and it is now before 
the financial institutions for 
consideration. Barring unfore¬ 
seen circumstances, we expect 
to go into production by early 
1977. The estimated investment 
is of the order of Rs 15 crores 
and the gross profit before 


taxation is estimated between 
Rs 2 to 2.5 crores. 

Coming to the prospects 
for the current year, I expect 
the cotton prices to be lower; 
i.e as high as last year. Last 
year was an exceptional year 
for textiles and for cotton. Tea 
prices in domestic and interna¬ 
tional markets are expected 
to increase. The demand for 
textiles may again pick up at 
reasonable prices. In thematter 
of profits, we cannot expect a 
repeat performance this year, 
but it would certainly be much 
better than in an average year. 

In conclusion, I must say 
that in spite of several odds, 
the Company has done reason¬ 
ably well in the fifth year of 
its existence. This has been due 
to the co-opcration and hard 
work of all sections of the 
staff and the workers. 

Note: Chairman’s statement 
read out at the 5th 
Annual General Meet¬ 
ing held on 27th Dece¬ 
mber, 1974 at the 
Company's Registered 
Office at 20, Nungam- 
bakkam High Road, 
Madras-600034. This 
does not purport to 
be the proceedings of 
the Annual General 
Meeting. 
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Yesterday • To-day • Always 

The splendid fleet of India Steamship Co. 
is holding high India's name in different 
ports of the World for speed and efficiency. 


Services: 

INDIA' U. *• A THE CONTINENT 
INDIA/SANCLADESH 
INDIA BLACK SEA A 
K. MEDITERRANEAN ROUTS. 
INDIA- ROLAND AND INDIAN COAST 


INDIA STEAMSHIP CO., LTD. 

“INDIA STEAMSHIP HOUSE", 21. OLD tOURT HOUSE ST.. CALCUTTA-1. 
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RECORDS & STATISTICS 


Foreign Trade of India : 1974-75 

The Favourable balance of trade in 1972-73 at Rs 103.39 crores was followed by an unfavourable balance of trade 
at Rs 424.32 crores in 1973-74. The imports in 1974-75 are expected to exceed exports by a large margin, thus consi¬ 
derably widening the unfavourable gap witnessed in 1973-74. According to figures for the half-year-ended September 
1974, imports exceeded exports byRs312.31 crores; extrapolating thistrend.it appeared that the trade gapduring the current 
financial year would range between Rs 500 and 600 crores. 

The break-up of imports into major heads for the past four years indicated that the bill for raw materials and 
intermediate goods had increased at a fast rate. Whereas the total value of raw materials and intermediate goods was 
Rs 654 crores in 1970-71, it was more than Rs 1,304 crores in 1973-74. From all indications, it is expected to be still 
higher in 1974-75. 

In 1973-74, India’s exports to Japan had taken the first place followed by the USA, the USSR and the UK. to 
earlier years, our best customer used to be one of the three countries, namely, the UK, the USA and the USSR. It 
was for the first time that Japan earned this distinction in 1973-74. 

The tables below summarise the foreign trade trends till September, 1974 and indicate that India would need to 
make Herculean efforts to bridge the gap between imports and exports :— 

Table I 

Month-wise Imports, Exports (Including Re-exports) and Balance of Trade during the 

Years 1972-73 to 1973-74 (Up to Sept. 1974) (Value Rs lakhs) 


Months 


1972-73 



1973-74 



1974-75 


Imports 

Exports 

Balance 

Imports 

Exports 

Balance 

Imports 

Exports 

Balance 

April 

13729 

15413 

+1684 

16175 

14486 

-1689 

33095 

17596 

—15449 

May 

13342 

15381 

-1-2039 

16345 

17359 

41014 

30090 

21366 

—8724 

Tune 

12993 

14037 

+2044 

18009 

14179 

—3830 

34222 

25367 

—8855 

Fuly 

15050 

13924 

- 1126 

20097 

19996 

—101 

32891 

31096 

—1795 

August 

14636 

16954 

-1-2318 

20295 

19142 

—1153 

24728 

31095 

—6367 

September 

15327 

15921 

-f-594 

20252 

22312 

4-2060 

28049 

25324 

—2725 

)ctober, November, December 

38592 

47448 

4-8856 

74358 

61699 

—12659 

.. 


w 

anuary, February, March 

63076 

57980 

—5096 

106181 

79207 

—26974 

•• 


♦ • 

Total: 

186744 

197083 

4-10339 

290812 

248380 

-42432 

183075 

151844 

-31231 


/ote : (a) Monthly totals may not add up to cumulative figures because of rounding and revisions. 

(b) Figures for various months as well as for the year 1973-74, 1974-75 (upto September 1974) as a whole arc provisional 
and subject to revision. 

(c) Figures for the period October to December and January to March were published on quarterly basis during 1972-73 
and hence figures have been incorporated on quarterly basis for these two quarters for the sake of comparability. 

(d) Source : (/) Office of the economic advisor for the figures for July to September 1974. 

(it) Monthly statistics of the foreign trade of Indian vol. I & II for all other figures. 

Table II . 

Imports, Exports (Including Re-exports) and Balance of Trade In Merchandise 

during the Years 1968-69 to 1974-75 (Up to September 1974) (Value in Rs crores) 


Period 

Imports 

Exports (including 
re-exports) 

Balance of Trade 

968-69 

1908.63 

1357.87 

(—)550.76 

969-70 

1582.10 

1413.28 

(—>168.82 

970-71 

1634.20 

1535.16 

(—)99.04 

971-72 

1824.54 

1608.22 

(-—)216.32 

972-73 

1867.44 

1970.83 

(4)103.39 

973-74* 

2920.91 

2483.22 

(—)437.69 

pril-Sept 1974 

1830.76 

1518.43 

(—4312.33 

pril-Sept 1973 

1111.73 

1074.75 

(—)369.98 


* Figures for 1973-74 and April-Sept, 1974 are provisional and subject to revision, 
mree : Monthly statistics of foreign trade of India, published by the director general of commercial intelligence and statistics, 
Calcutta. 
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(I) 


( 2 ) 

( 3 ) 

(4) 

( 5 ) 


Tabu It! 

Break-up of Import info Major Heads durtug the Years 1970*71 to 1973-74 ' 

(Value in Rscrores) 


Major Heads 

1970-71 

1971-72 

1972-73 

4973-74 

Maintenance imports 

^1133.74 

1401.42 

1442.03 

2068.50 


(69.38) 

(76.81) 

(80.26) 

(70.82) 

(a) Raw materials and intermediate goods 

654 21 

778.13 

790.98 

1304.51 

(Excl. metals) 

(40.04) 

(42.65) 

(44.02) 

(44,66) 

(b) Components & spares 

212.80 

283.29 

,332.34 

381.78 


(13.02) 

(15.53) 

(18.50) 

(13.08) 

(i v ) Metals 

266.73 

340.00 

318.76 

382.21 


(16.32) 

(18.63) 

(17.74) 

(13.08) 

(/) Iron and steel 

147.09 

237.60 

217.14 

242.56 


(9.00) 

(13.02) 

(12.08) 

(8.30) 

(ii) Non-ferrous metals 

119.64 

102.40 

101.62 

139.65 


(7-32) 

(5.61) 

.(5.66) 

(4.78) 

Food, cereals & edible products 

242.68 

169.31 

128.29 

528.79 


(14 85) 

(9.28) 

(7.14) 

(18.10) 

Complete machinery and equipment 

195.12 

199.37 

176.42 

263.87 


(11.94) 

(10.93) 

(9.82) 

(9.03) 

Essential finished goods 

38.07 

41.97 

38 09 

47.23 


(2.33) 

(2 30) 

(2.12) 

(162) 

Unclassified items including postal articles and special 

24.59 

12.47 

11.86 

12.52 

transactions 

(1.50) 

(0.68) 

(0.66) 

(0. 43) 

Total: 

1634.20 

1824.54 

1796.74* 

2920.91* 


(100.00) 

(100.00) 

(100.00) 

(100.00) 


1867 44** 


* Figures arc provisional. 

Denotes revised figures break-up of which is not available. 

Mole : Figures in brackets denote percentage of each head to total imports. 


Source : Monthly statistics of foreign trade of India, Vol. It—Imports, published by the director general of commercial intelli¬ 
gence & statistics, Calcutta. 
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FREE. 

YES, you can have two of the following Annual Numbers, FREE OF 
COST, if you mail to us the following order form duly filled in, upto 
March 31, 1975. 

1. INDIA IN WORLD TRADE, Annual Number 1974, Price Rs. 15.00 
and any one of the following : 

2. WHITHER INDIA. Annual Number 1971, Price Rs. 10.00 

3. THE CHALLENGE OF OUR OPPORTUNITIES 
Annual Number 1972, Price Rs. 10.00 

4. SEVENTIES AGAINST SHORTAGES, Annual Number 1973 
Price Rs. 10.00 

Please enter my new subscription to EASTERN ECONOMIST for one 
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' Table IV 

Region-wise end Country-wise Value of Imports, Exports (Including Re-exports) end Balance of Trade during 1972*73 

_ *^*’‘^ 1 *__ _ (Value in Rs lakhs ) 

Region/country _____ _ *974_ 


imports 


jrica 

16506 

[enya 

632 

Morocco 

391 

laire 

740 

Lc public of Sudan 

4580 

'anzania 

2795 

Jnited Republic of Uganda 

113 

Kher East African countries 

1222 

Gambia 

2841 

JAR. 

2887 

ligeria 

Neg. 

forth Amercia 

34248 

anada 

10761 

S.A. 

23487 

atin Amercia 

2324 

rgentina (Inci. Atlantic Coast of Patagonia) 

1803 

razil 

121 

eru 

312 

Ither American Countries 

20 

fast European Countries 

23107 

iulgaria 

954 

zcchoslavakia 

1591 

i.D.R. 

1916 

lungary 

1492 

.oumania 

1355 

oland 

3624 

f.SS.R. 

11437 

Jugoslavia 

738 

CAFE Countries 

40065 

ifghanistan 

1603 

Lustralia 

3355 

urma 

205 

angladesh 

346 

ri Lanka 

91 

Malaysia 

842 

longkong 

194 

idonesia 

27 

ran 

12198 

apan 

17853 

lewzealand 

651 

lepal 

951 

ingapore 

283 

’hailand 

551 

Dther Asian & Oceanian countries and antarctic 

1 and arctic regions 

8429 

louth Yemen P. Rep. of (Formerly Aden Inti. 

Protectorate) 

98 

raq 

660 

''rdan 

431 

Kuwait 

2552 

audi Arabia 

4484 

>ubat 

6 

uropean Common Market countries 

57642 

elgium 

5104 

lenmark 

307 

ranee 

3985 

r ed, Rep. 6f Germany 

17258 

taly 

3594 

reland, 

1 
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Exports in¬ 
cluding Re¬ 
exports) 

Balance of 
Trade 

Imports 

Exports (in¬ 
cluding Re¬ 
exports) 

Balance of 
Trade 

10112 

—6394 

16726 

10091 


m 

-6635 

550 

—82 

1742 

1012 


* 

-730 

54 

—337 

860 

86 



-774 

45 

—695 

1180 

19 



-1161 

2071 

-2509 

2193 

1857 


_ 

-336 

301 

—2494 

2897 

686 



-2211 

184 

+71 

13 

339 


+326 

320 

—902 

948 

131 


- 

-787 

472 

—2369 

3446 

374 

_ 


-3072 

3172 

+285 

2590 

1482 

- 

— 

1108 

965 

-965 

3 

1124 


f 1121 

30394 

-3854 

60883 

37356 

_ 

-23527 

2820 

—7941 

11542 

3078 


_ 

■8464 

27574 

+4087 

49341 

34278 

_ 

15063 

428 

- 1896 

5583 

1208 


-4375 

77 

-1726 

4047 

642 

- 

— 

3405 

49 

—72 

1088 

224 



-864 

46 

—266 

3 

59 



+56 

218 

+ 198 

18 

256 



1-238 

46973 

+23866 

39278 

47806 

-4-8528 

1866 

+932 

1380 

1965 



-585 

4610 

+3019 

2653 

4165 

+1512 

1511 

—405 

2483 

2162 



-321 

1228 

—264 

1082 

2378 

4 1296 

1594 

+239 

1344 

1516 



[-172 

4418 

-{•794 

4576 

4886 



-310 

30482 

+19048 

24975 

28379 

—j 


3404 

1244 

+506 

785 

2355 

1 


1570 

56805 

+ 16740 

66877 

73080 

i 

H 


6203 

1252 

- -351 

1509 

1500 



—O 

2598 

—757 

4366 

5039 


4-673 

436 

+231 

7 

154 

+147 

16834 

+16478 

1689 

5873 

-4-4184 

801 

+710 

91 

979 


4-888 

934 

-1-92 

3209 

2408 



-801 

2014 

+ 1820 

167 

3613 

+3446 

530 

—503 

41 

2675 

Z2634 

2477 

—9721 

26758 

4273 

i 

22485 

21716 

+3863 

25557 

35513 

+9956 

825 

4 174 

821 

1340 

+519 

3507 

-{-2556 

1299 

2889 

+1590 

1784 

+ 1501 

971 

4293 

+3322 

568 

+17 

181 

, 922 

+741 

7389 

— 1040 

28136 

13901 

— 

14235 

261 

+163 

3 

566 


**■1-563 

1098 

+438 

6124 

1998 

—4126 

250 

-181 

892 

369 


_ 

-523 

1495 

—1057 

7113 

2086 

_ _ 


5027 

1214 

—3270 

13135 

2584 

_ 

I0SS1 

801 

+795 

12 

2124 

+2112 

40772 

.16870 

68318 

59431 

—8887 

3013 

—2091 

6552 

4386 

—- 

-2166 

568 

+261 

395 

1390 

4-995' 

4590 

+605 

6976 

4859 


-2117 

6228 

—11030 

19573 

8225 

. 

11348 

4885 

+1291 

4908 

6837 

+1929 

695 

+-694 

1 

909 

+908 
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Netherlands 

3668 

3539 

—129 

5432 

7086 

+1654 

UK. 

23725 

17253 

—6472 

24481 

25839 

+1358 

European free trade area countries 

3870 

2780 

—1090 

5209 

3195 

—2014 

Austria 

296 

105 

—191 

304 

146 

t158 - 

Norway 

516 

265 

—251 

855 

461 

—394 

Sweden 

1893 

1616 

' —277 

2370 

1406 

—964 

Switzerland 

1165 

793 

—372 

1680 

1181 

—499 

Other European countries 

533 

12)2 

4-679 

612 

1998 

+1386 

Finland 

261 

104 

—157 

410 

211 

—199 

Spain 

259 

397 

4138 

181 

1144 

+963 

Turkey 

12 

521 

+509 

20 

384 

+364 

Total of all countries 

186744 ~ 

197083 

+10339 

291640 

248322 

+43318^ 

Value of articles under refsrcncc 




451 

•• 

—451 

Grand Total 

186744 ~ 

197083 

+10339 

292091 

248322 

-43796 


Note : 1. Figures are provisional and subject to revision. 

2, Totals may not tally with the grand total because of rounding of figures. , 

Source : ‘‘Monthly statistics of foreign trade of India" Vol. I and II brought out by the director general of commercial intelligence 
and statistics, Calcutta. 

Table V I 

Country-wise Exports (Including Re-exports) during the years 1971-72 to 1973-74 (Value in lakhs of Rsj 

Country 


Japan 

USA. 

U.S.S.R, 

UK. 

German Fed. Rep. 

Netherlands 

Italy 

Bangla Dcsh 

Australia 

Poland 

France 

Belgium 

Singapore 

Iran 

Czechoslovakia 

Hongkong 

Canada 

Nepal 

Indonesia 

Saudi Arabia 

Malaysia 

Hungary 

Yugoslavia 

German Dem. Rep 

K uwait 

liaq 

Bulgaria 

Sudan 

Roumania 

Afghanistan 

U.A.R. 

New Zealand 
Switzerland 
Nigeria 
Kenya 
Sri Lanka 


Total (including other countries) 


Figures for the year 1973-74 arc provisional and subject to revision. 

ii'.v.tl.i., ......; .. r i*.. .... r r _ i_**i _ • * .» _ . 


1971-72. 

1972-73 

1973-74 Percentage of 

each country to 
total export in 
1973-74 

18227 

21716 

35513 

14.30 

26308 

27574 

34278 

13.80 

20870 

30482 

28379 

11.43 

16870 

17253 

25839 

10.41 

3710 

6228 

8225 

3.31 

1476 

3539 

7086 

2.85 

2422 

4885 

6837 

2.75 

4297 

16824 

5873 

2.36 

2800 

2598 

5039 

2.03 

1992 

4418 

4887 

1.97 

2421 

4590 

4859 

1.96 

2433 

3013 

4386 

1.77 

1760 

1784 

4293 

1.73 

1975 

2477 

4273 

1.72 

3049 

4610 

4165 

1.68 

1579 

2014 

3614 

1.45 

3941 

2820 

3078 

1.24 

2844 

3507 

2889 

1.16 

321 

530 

2675 

1.08 1 

1113 

1214 

2584 

1.04 

1173 

934 

2408 

0.97 

1552 

1228 

2378 

0.96 

2437 

1244 

2355 

0.95 ; 

1797 

1511 

2162 

0.87 1 

1073 

1495 

2086 

0.84 : 

1000 

1098 

1998 

0.80 j 

1548 

1886 

1965 

0.79 

5180 

2071 

1857 

0.75 i 

1114 

1594 

1516 

0.61 

984 

1252 ■ 

1500 

0.60 1 

2307 

3173 

1482 

0.60 

1029 

825 

1340 

0.54 

767 

793 

1181 

0.48 

989 

965 

1124 

0.45 

789 

550 

1012 

0.41 

,2124 

801 

979 

0.39 j 

166822 

197083 

248322 

100.00 


Note 

Source : Monthly statistics or foreign trade of India published by the Director General of Commercial Intelligence and Statistics,I 
Calcutta. 1 
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Do You Know 


i) that different speeies of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON* 
CRADE PULP? 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species ol wood 
for the manufacture of Kayon*gradc Pulp ? 

Hi) that MliRUKKU (Erythi ina ludica) and UPPOOTHY (Maca- 
ranga Peltata), among those woods, arc outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon- 
grade Pulp ? 


Con fact 

THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD., 

(PULP DIVISION) 

Biplahootam — MAVOOR — Kozhikode Ot, 
KERALA 


Grams : '•WOODPULP" Calicut 


Telex*. 084-216. Phones : 3973 A 3974 (Calicut) 

51 & 52 (Mavoor) 


~ Printed and published by R. P. Agarwala on behalf of the Eastern Economist Ltd., United Commercial Bank Building. 

Parliament Street, New Delhi at the New India Press, Connaught Circus, New Delhi-1. 

Editor : V. Balasubramanlau Registered at the GPO, London, as a newspaper 
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PiGO* TRADE MARK 


WHERE THERE IS COLOUR. 

THERE IS A DYE 

ATIR HAKES ALL THE DYES 



Offers goods of the finest 
and latest technology. 

Is renowned for 
it's sustained quality. 
Produces a wide 
range of dyes. 

Caters to the requirements 
of various industries 


BEVERAGE 


OYE TUBES 


LEATHER PAPER 


WOOL 






THE ATUL PRODUCTS LIMITED 
Post Atul, via Butsar, Gujarat State 













































































EVERYTHING YOU ALWAYS WANTED 
TO KNOW ABOUT XEROGRAPHY: 


Xerography «M(Md to fRI the 
Increasing need for quick, accurate 
distribution of information* 
technical catalogues, bulletins, 
reports, specifications, estimates 

It Is a photoelectric process of 
copying deriving its name from 
the Greek 'xaros' and 'graphos* 
—dry writing 

The process is dry, does not need 
chemicals or fluids and takes 
less than 2| minutes 

KORES is the first to develop 
xerography in India Xerography 
swept the U S A in the past two 
decades Now, for the first time 
ever in India, you can get 


KORESTAT COPIER'WT^gives you 

idantical-to^W the-original copies. 


xerography without foreign 
exchange for an imported machine 
And without paying over 100% 
Import duty for the tame 

More advantages of getHog 
a Korestat Copier 

• Push-button-easy to operate 

• Gives superlative dry copies on 
ordinary paper or other material 
in contact, enlarged or reduced 
sizes 

e Makes titho masters—both paper 
and metai plates—to be used on 
any offset printer to run off 
ee many copies as you need 

• Comes in 3 models with 
versatile attac h ment * 


• After-sales-service expert be li 
FREEI 

Whatever your business, you 
need a Korestat, in the accounts 
department for general 
administrative reports* bulletins, 
charts statistics, invoice ledger 
sheets, drafting floor plans 
drawings, letters 

The uses are only limited by your 
imagination 

The sleek Korestat Copier is 
push button easv to operate takes 
up very little room and time 
Pick up the phone we 1! meet >< t 
with free advice for your 
requirements and s demonstration 
Any tinea. 



Korestat 


The Efficiency Experts 

■cores (india) urea 

BUSINESS MACHINES & SYSTEMS MVHMR 

Post Box No 423. MabanTa Bulldm 
2nd door. 22A, Aaaf AN Road. Nm 
M ttna 277877-9 



LASTLRN ECONOMIST 









I 


By grace 

of CPI ? 


Tttij docket have catted oft iheh strike, 
which had lasted four days, following a 
negotiated settlement of their demands, 
by the government. Accord was also 
reached on the payment of outstanding 
instalments of dearness allowance to central government employees who, consequently, 

[ announced an end to the agitation that they had been carrying over this issue. There 
arc more than one reason why compromises could be pulled off in these two cases. It 
is generally recognized by now that the government could be firm in resisting demands 
or even in reviewing its obligations which it cannot meet without risking damage to its 
own finances or to the economy of the country. It is equally clear that it would 
summon all the strength and resources of the state when forced to deal with strikes which 
disrupt the functioning of the administration or dislocate services vital to the opera¬ 
tion of the economy or the life of the community. Secondly, even employees' organi¬ 
zations — in this case those of the central government staff or dock workers — have 
come to the conclusion that the resources of the country have already become so over¬ 
strained that there would not only be no popular sympathy with or support for sec¬ 
tional interests pressing their claims too stridently but there would even be popular 
opposition to the government surrendering to such pressures. In the third place, the 
CPI, which seems to have acquired a vested interest in embarrassing Mrs Gandhi's 
party or government only up to a point but not beyond it, has apparently thrown in 
its influence on the side of compromise in the recent negotiations. Significantly 
enough, Mr S.M. Banerjee ,was the main spokesman of the central government 
employees while, in the case of the talks the Shipping ministry had on the dockers' strike, 
the contribution made by Mr Rajni Patel was openly acknowledged at the time the 
calling off of the strike was announced. 


On the face of it the CPI's willingness to play a constructive pari in helping to 
avert or settle industrial disputes should perhaps be recognized as an agreeable develop¬ 
ment. All the same certain basic issues of grave consequence for the future of the coun- 
try will have to be discussed dispassionately in this context. It is no secret that many 
responsible observers of the national scene are becoming increasingly uneasy over the 
infiltration of the ruling party by the CPI. Some of the leaders of this party seem to 
have the ear of the prime minister or otherwise to be enjoying her confidence to an ex¬ 
tent which may well be the envy of stalwarts in her own party or the cabinet. More¬ 
over, with every reshuffle of the cabinet, the physical presence of the fellow-travelling 
elements seems to be growing in some of the vital ministries. There are, for instance, 
more than one minister of state whose affiliations, not altogether a matter merely 
of their political past, tend to impart to Mrs Gandhi's administration a complexion 
or even policy attitudes which seem to belong more properly to the CPI. This is a 
bad enough situation in itself, but what makes it dangerously worse is that, for some 
time now, she has been steadily alienating herself and her party from the mainstream 
of the democratic forces and processes in our national life. 

After all, this country has little to boast of for the 25 years or more it has been 
independent except that it has pledged itself to the preservation and promotion of the 
civil liberties of its citizens. It has been falling behind in economic development. It 
has much that is even elementary to achieve in terms of basic social progress. Political 
maturity remainsan aspiration for its people and is far from having become characterist ic 
of its politicians. However, with so much yet to accomplish, it has nevertheless been 
making a bold attempt to see that the freedom of its people means more than the end¬ 
ing of foreign rule and becomes positive and dynamic in terms of a responsible govern* 
meat functioning through parliamentary institutions and under the rule of law. 
It cannot be claimed of course that it has been entirely successful in this process, for its 
rulers, unfortunately, have not always been true to their trust. Not only has the Consti¬ 
tution been amended over and over again to bring about a steady erosion of the rights 
guaranteed to the citizens by it, but even regular legislation has been stubbornly 
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proceeding along lines which are leading 
to the abridgement of the protection or 
means of redress which individual citi¬ 
zens must have in a democratic community 
ugainst abritrary exercise of suite power by 
the government of the day. 

Nevertheless there is still something 
like a continuing vigilance on the part of 
the people and it is this which is trying to 
ensure that India not merely remains the 
world's largest democracy on paper but 
also develops as a polity of men and wo¬ 
men concerned to prevent any irreversible 
dilution of the democratic process. 

It is in these circumstances that 
more and more of us are beginning 
to worry that a party which lias 
come to power in terms of a policy or 
IT programme swearing loyalty to the de¬ 
mocratic principle could allow itself and 
its government to be infiltrated by a politi¬ 
cal force which has other motivations and 
other goals. U is no small thing that even 
members of the prime ministers party 
who are less than four-anna members of 
even her own version of the Congress 
party, should lecture publicly to veterans 
of the historical Indian National Congress 
on what kind of speeches they should 
make from the party platform. The saving 
grace is that these would-be storm-troopers 
are only too apt to make fools of them¬ 
selves. Thus, after the truly statesman-like 
Mr Jagjivan Ram had asked his party- 
men to be on guard against infiltration or 
infiltrators, those whom he had evidently 
made uncomfortable, found it necessary 
to make out that he was talking only in a 
general way about “undesirable ele¬ 
ments." Who are these undesirable ele¬ 
ments, may we ask? Could they be. for 
instance, men like Mr Ram Subhag Singh 
who decided recently to move into Mrs 
Gandhi’s fold? It would be a sad day 
indeed if a political leader of the stature 
of Mr Jagjivan Ram were to be advised by 
the Shashi Bhushuns of this world whom 
he should noL attack or even if Mr 
Chavan were to be told whom he should. 

Let us not however only grouse and 
grumble. It is indeed most encouraging 
that the prime minister entrusted the mi¬ 
nister for Agriculture and Irrigation with 
the delicate task of settling the tricky 
issue of the arrears of DA for central 
government employees. Time was when 


it was thought that not a swallow would 
fall but that Mrs Gandhi had willed it so. 
It was assumed that not only all major 
issues of policy but also all major appliea* 
tions of policy should at some point or 
other be handled ofily by her. This 
excessive concentration of authority and 
responsibility has done good neither to 
her nor to the country. On the contrary, 
the contribution which even senior minis¬ 
ters could make to the competent func¬ 
tioning of government has been constant¬ 
ly frustrated. It would of course be too 
much to expect of Mrs Gandhi that she 
should nurse a successor, but she does 
have a minimum obligation to the people 
of this laud to ensure that the administra¬ 
tion does not have to depend excessively 
on the capacity, such as it is, of herself 
alone to govern. It is to be hoped that a 
beginning has been made in the healthy 
direction of calling upon senior members 
of the government to exercise adequately 
their resources of judgment or adminis¬ 
tration in dealing with significant affairs 
of state. 

Interestingly enough, at about the same 
time as Mr Jagjivan Ram was dealing with 
the DA issue, the Finance minister, Mr C. 
Subramaniam, who had gone to Washing¬ 
ton for an IMF discussion on the oil faci¬ 
lity, had also taken advantage of his pre¬ 
sence in the US capital to discuss US food 


assistance to our country. Until recently 
only a quantity of 300,000 tonnes of wheat 
was being talked of as the extent of pro¬ 
bable US aid for meeting our food shor¬ 
tage in the current year. Had the Ameri¬ 
can contribution been finally limited to 
this tonnage, the total international food 
assistance would certainly have fallen, far 
short of our minimum needs. Fortunately 
American intentions seem to have been 
greatly liberalized and news reports from 
Washington have indicated that Mr C. 
Subramaniam is in a position to talk in 
terms of the availability of a million tonnes 
of wheat from the United States, Thus, 
with the Agriculture minister in a sense 
deputising for the Finance minister in New 
Delhi, and the Finance minister, again in 
a sense, deputising for the Agriculture 
minister in Washington, the central cabi¬ 
net is setting up an extremely promising 
practice of collective functioning of the 
cabinet not merely in an abstract political 
sense but in effective operational terms. 

Fortunately, for the first lime in some 
years, the central cabinet has in its econo¬ 
mic ministries a fair number of ministers 
who have much practical good sense as 
welt as capacity for dynamic thinking. 
The names of Mr Jagjivan Ram, Mr C. 
Subramaniam, MrT.A. Pui and Mr KJD. 
Mafaviya among cabinet ministers, and 
Mr D.P. Chaltopadhyaya and Mr K.C. 
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economic circumstances and prospects are viewed in the larger 
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Ucq Bank Building, Parliament Street, 
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Pant among ministers of state spring to 
mind as members of government clearly 
willing and possibly able to assist the 
prime minister very considerably in revi¬ 
ving and otherwise improving the econo¬ 
my. ’With Mr P.N, Haksar in the Plan- 


A strike 
without sense 

The strike by workers of the jute in¬ 
dustry beginning of January 6, 1975, 
struck a deadly blow to the capacity of 
this industry to earn increased foreign 
exchange for our country through en¬ 
hanced export of jute goods. With 
memories of the 33-day strike in March- 
April last year still fresh, this industry 
seemed to be dogged by an ill-star. 
Otherwise there was no convincing 
reason for the workers to undertake a 
strike so soon. And to crown all, even 
the Indian National Trade Union Cong¬ 
ress (INTUC)~-a relatively responsible 
wing of the trade union movement in 
this country-had joined hands with other 
unions in this regard. It may be recalled 
that the INTUC was opposed to the 
general strike of last year. In an atmos¬ 
phere charged with the agitational ap¬ 
proach, the INTUC felt, it seems, that 
it would be left out and might lose some 
following among jute workers if it did 
not participate in the strike. So, it had 
taken part in this strike not because it 
was sure that this was the right or the 
only course open to workers but because 
of tactical reasons, 

The chief demands of the workers 
included (i) increased bonus; (ii) revised 
dearness allowance as recommended by 
the experts' committee; (iii) graded scales 
of pay for time and rated workers; (iv) 
implementation of the Reddy Award 
relating to budli workers; (v) the setting 
up of fair price shops in mills; and (vi) 
the fixing of the minimum price of raw 
jute at Rs 250 a quintal. 

Taking the last demand first, it was 
necessary to examine how far it would 
be in the interest of the jute grower, the 
worker and the industry to fix the price 
of taw jute at a level 100 per cent above 
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ning Commission we are inclined to be 
rather hopeful of the economic fortunes of 
the country. It is however up to the prime 
minister to get the best out of the human 
resources now available to her in the 
government. 


recommended by the Agricultural Prices 
Commission (APC). A relentless campaign 
had in fact been conducted by the jute 
growers’ lobby within the ruling Cong¬ 
ress party as well as the leftist parties 
in favour of increased prices for the 
fibre. The Vice-Chairman of the CITU 
had recently suggested to the government 
that all raw jute purchases should be 
canalised through the Jute Corporation 
of India (JCI) and that the mills should 
not be allowed to enter the market. Even 
the JCI came under a barrage of criticism 
by thcKrishak Congress which accused 
it of making purchases of raw jute from 
the middlemen, placing the growers 
entirely at their mercy. 

A fitting answer to all this criticism 
had, however, been given by the central 
Commerce minister, Prof. D. P. Chatto- 
padhyaya, in the Lok Sabha on Decem¬ 
ber 4, last year when any increase in the 
price fixed by the APC was completely 
ruled out. The minister rightly argued 
that the APC represented the best avail¬ 
able talent in the country in regard to 
agricultural economics and it was un¬ 
thinkable that such a responsible body 
of economists would lay down a price 
without satisfying itself about the normal 
cost of jute cultivation in the major pro¬ 
ducing tracts in eastern India, Surely, 
the APC had taken into account the 
desirable cost-return .ratio between jute 
and paddy, the minimum incentive 
necessary to stabilise the production of 
a commercial crop and the secular trend 
of international prices of jute goods 
while recommending the statutory mini¬ 
mum price of raw jute. Moreover, it 
would not be possible to always correlate 
the price of jute with that of rice, the 
latter being under pressure of increasing 
demand through increase in population. 
In the case of raw jute, the world price 
of the finished product was a more rele¬ 
vant criterion. 

It is highly questionable if the present 
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strifcewill in any way help thb growers 
in getting a better price for their produce. 
With valuable time lost due to tfie 
current strike, the consumption of taw 
jute by the industry is sure to fall making 
its free market price drop farther. The , 
strike thus is bound to hurt the interests 
of the jute growers. The experience of 
the season ended in June 1974, had a 
clear lesson for the workers. Despite the 
purchase by the jute industry of 7.7 
million bales of raw jute and ending the 
season with carry-forward stocks of 2.2 
million bales—highest in the past decade 
—the raw jute prices did not look up, 
thanks to the unwise strike of the jute 
industry in March-Aprii 1974. Surely, 
the poor jute growers need to be protec¬ 
ted from the misguided moves of their 
so-called friends. 

Regarding the demand of the workers 
relating to increased bonus and dearness 
allowance, the relevant criterion was the 
price which jute goods fetched in the 
international markets. Jute manufactur¬ 
ers had to face stiff competition from 
synthetics and any attempt to make them 
uncompetitive in the foreign market was 
likely to have unfavourable repercussions 
on both the jute industry and the jute 
growers. According to Prpf. D. P. 
Chattopadhyaya, some synthetics were 
100 per cent cheaper than jute goods 
even after a 400 per cent rise in oil prices. 
Also, in the first half of last year; the 
exports of primary tufted carpet-backing 
dropped heavily due to the competition 
offered by polypropylene. It demonstra¬ 
ted clearly that the profitability of the 
jute industry was dependent upon the 
world prices which were determined by 
the interaction of a multiplicity of 
factors. 

Besides synthetics, the industry had 
to face competition offered by other 
countries such as Bangladesh, it may 
be noted that Bangladesh with its supe¬ 
rior, automatic machinery was jn a 
position to reduce its manufacturing 
costs. The Indian jute industry was not 
happily placed in this regard. In fact, 
any move to accelerate the pace of 
automation would be resisted .by the 
workers. The industry was thus on the 
horns of a dilemma. With oft-repeated 
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demands of nationalisation and suicidal lively negligible fixed overheads. It was One industrial establishmc|it---Gedore 
strikes like the present one, «thc industry a pity that even enlightened persons —alone is said to have been losing export 
found itself extremely handicapped fven failed to realise the plight of the indus- business worth Rs 20 lakhs per zhohth for 
to perforin its legitimate function of try and did not hesitate to beat it with the last five months solely owing to power 
managing the manufacturing units any stick which came in handy. cuts. During the early part of the year. 


efficiently. The government of India 
could come to its succour through a 
reduction in export duties but being too 
fond of impound of, flesh, it took such 
steps only when the worst had happened. 
The recent relief provided in the export 
duty on carpet-backing was a typical 
example of the government deciding 
to act when the game was all but lost. 

The cynics had even gone to the 
extent of blaming the industry for the 
frequent strikes of the jute industry. 
While deploring the strike of the jute 
mill workers. Mr Chakradhuri Agarvval. 
Secretary of the National Alliance of 
Young Entrepreneurs (NAYE). stated in 
a letter to the editor of Financial Express 
(January 12, 1975) that the industry was 
happy over the strike and that it should 
in its interest organise a strike every 
year. The jute industry, stated Mr. 
Agarwal, reaped a great financial benefit 
from strikes after paying off the compara- 

Engineering 

exports 

The major contributions to the impres¬ 
sive increase in our export earnings this 
year have no doubt been made by such 
items as sugar, basmati rice and textiles. 
But the rise in the exports of engineering 
goods too has not been insignificant. Our 
overall export earnings during the first 
half of the current financial, year aggre¬ 
gated to Rs 1,518.14 crores, us against 
Rs 1,074.74 crores during the correspon¬ 
ding period last year. Expectations are 
that the total for the year as a whole 
would exceed Rs 3,000 crores. So far as 
engineering goods are concerned, their 
exports amounted to Rs 138 crores during 
the seven months to October—an increase 
of about 66 per cent over the figure of 
Rs 82.66 crores for the corresponding 
period last year. According to MrB.V. 
fehoota, chairman of the Engineering 
Export Promotion Council (EEPC), these 
exports may yield during the 12 months 
to March as much as Rs 260 crores--Rs 


In the meantime, 250,000 jute workers 
in more than 60 mills had caused, through 
the strike, a loss in production of the 
order of 3,500 tonnes of jute manufac¬ 
tures a day. The country lost in foreign 
exchange earnings at more than one 
crore of rupees a day. In the 33-day 
strike of last year, our country had lost 
Rs 40 crores in foreign exchange earnings. 
The senseless battle between the industry 
and the workers must come to an end soon 
in order to cut out the unnecessary loss 
to the worker, the industry as well as the 
country. The government must play a 
fruitful role in bringing about rapproche¬ 
ment between the two parties because it 
was as a result of its economic policies 
that prices had risen steeply recently and 
had caused hardship to the worker culmin¬ 
ating in the demand for increased wages 
and the present strike. The industry was 
being blamed as well as penalised unneces¬ 
sarily for no fault of its own, 


10 crores more than the target for the 
year. Mr Bhoota’s optimism is based on 
the feeling that the shipments of short- 
delivery items will be considerably stepped 
up in the next two months. 

There is no denying the fact that 
exports of engineering goods are picking 
up. They totalled Rs 180.1 crores in 1973- 
74 as against Rs 150.5 crores in 1972-73 
and Rs 125.9 crores in 1971-72. The 
increase in the current year (1974-75) has 
of course, been sharpened to some extent 
by global inflation. Nearly half of the 
increase in exports this year has resulted 
from the higher unit-value of various 
engineering products and the other half 
by increased shipments of such items, 
as pipes and tubes, wire ropes, hand 
tools, bicycle components, diesel engines 
and electric fans. 

The rise in exports of engineering 
goods this year, though encouraging” 
could have been even steeper had the ind¬ 
ustry not been facing severe power cuts 
and shortages of raw materials, Power cuts 
in the northern region atone have cost 
exports worth several crores of rupees. 


shipping difficulties too hampered 
exports. If despite these handicaps, the 
industry has been able to show an 
impressive performance, it is a 
dear indication of the fact that our 
engineering goods are finding good accep¬ 
tance abroad. In fact the recent trends 
reveal that wc have been able to step up 
significantly exports of several engineering 
products to even such sophisticated 
markets as the United States and the 
United Kingdom. 

We obviously ought to attempt a 
breakthrough in engineering goods exports 
not only for further diversifying our ex¬ 
port trade but also for stepping up foreign 
exchange earnings, which is absolutely 
necessary to provide a fillip to the 
economy. The Engineering Export 
Promotion Council as well as the Asso¬ 
ciation of Indian Engineering Industry feel 
that exports of engineering goods can well 
be more than doubled (to Rs 600 crores) 
by the end of the current Plan period, 
given the right policies. 

The task that has to be attended 
to in the immediate future, appa¬ 
rently, is the fullest utilisation of 
the existing export potential of the 
engineering capacity in the country. As 
mentioned earlier, power cuts have 
been playing havoc with many engineering 
uuits. Slate governments do not seem to 
have been co-operating with the centre 
even to the extent possible in ensuring 
that power is not denied to priority indus¬ 
tries, such as those in the export sector. No 
doubt agricultural operations too require 
special consideration in the matter of ade¬ 
quate supply of electricity, but the power 
cuts on industry could have been imposed 
in a more rational manner than has be n 
the case in many states. The sharp increases 
in the transmission losses over the last 
two years in some states, when the power 
situation has been very acute, again raise 
doubts about the authenticity of power 
supply statistics. 

The second measure that can be taken 
in the interest of stepping up engineering 
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goods exports in the short ran is ensuring 
supplies of the right qualities of raw 
materials, particularly steel, to the expor¬ 
ting units at the appropriate time. So far 
as supplies from the domestic source are 
concerned, the production programmes 
of suppliers, the most important among 
them being the steelworks, ought to be 
organised in a manner most suited to the 
requirements of the country. It is difficult 
to understand why there should be undue 
delays in the execution of even firm orders. 
For guaranteed export production, allo¬ 
cations of steel and other metals, in fact, 
can be made in bulk, say, twice a year. 
Early during the current financial year, 
allocations are said to have been made 
on the quarterly—in some cases even on 
a smaller period—basis. Recently some 
improvement has been effected in 
steel supply procedures. But the situ¬ 
ation can be improved a great deal further 
by attuning the steel production pro¬ 
gramme to the specific needs of the en¬ 
gineering industry in particular. In the 
case of imported materials, much depends 
on the availability of foreign exchange. 
Close co-ordination between the engineer¬ 
ing industry and the import canalising 
agencies is called for so that the right 
types of materials can be brought in to 
the extent possible. 

According to the Association of 
the Indian Engineering Industry, 
“the current credit squeeze has certainly 
thrown the exporters into disarry.” 
Some relaxation has been effected in the 
squeeze recently for export-oriented units, 
but the problem is said to be still very 
much there. We can surely follow the 
Japanese example in this regard where too 
dear credit money policy is being followed. 
Scrupulous efforts are made there to see 
that the export units are not affected by 
credit stringency. 

The grant of incentives is another area 
which should be periodically reviewed and 
adjusted to changing circumstances. For 
instance, steel prices abroad have gone 
down adversely affecting the com¬ 
petitive position of our exporters. At 
the same time incentives should not be 
chopped and changed in such a manner 
that pending export contracts or com¬ 
mitment 9 are prejudiced. There are 
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also frequent complaints front exporters 
that undue delays take place in the pay¬ 
ment of cash assistance, import replenish¬ 
ments and duty drawbacks. In the present- 
day credit stringency, these delays can 
upset cash flows and impair production 
effort. They, therefore, ought to be 
avoided to the maximum extent. There 
is need also to reduce the number of agen¬ 
cies administering incentives. 

Incidentally, the recent scaling down 
of the stipulation of 25 per cent added 
value to an exported engineering product 
to 10 per cent should help exports in 
the immediate future, though in the long 
run we have to concentrate more on ex¬ 
ports of capital goods in the case of 
which the value added content in high. 

If the target of raising engineering 
goods exports to Rs 600 crores by the 
end of the current Plan period is to be 
accomplished, the capacity of the indus¬ 
try will have to be raised substantially. 
The Mantosh Sondhi Panel has recently 
made many useful suggestions in this 
legard and also in respect of the various 
other aspects or exports of engineering 
goods. It, however, needs to be stressed 
that an organised effort in selected areas 
should yield much more wholesome re¬ 
sults than a diffused effort over the entire 
industry. The expansion of the major 
exporting units needs to be facilitated by 
all means—through simplifying licensing 
procedures, according of priority in the 
supply of equipment and machinery to 
them, etc. The union minister for In¬ 
dustry, Mr T. A. Pai, too has recently 
done some loud thinking on the issue. 
One only wishes that' he will be able to 
translate this thinking into concrete ac¬ 
tion expeditiously. 

The impetus that the development pro¬ 
grammes of the oil-rich nations are 
bound to get as a result of the massive 
inflow of petro-dollars and the tendency 
on the part of the developed nations to 
shed some lines of engineering activity 
owing to high labour costs afford an 
opportunity for a country such as 
ours to step up engineering goods 
exports. Our technology too is parti¬ 
cularly suited to most developing 
nations of Africa, south-east Asia and 
Latin America. An iiniepth study of 

h® 


ilie requirements of the 
nations, including the oil-rich cbtrutrifes, 
shouid throw up ideas about the string.- 
thening of our engineering industry. 
Joint ventures in these countries can 
also be very helpful. So far as the ad¬ 
vanced countries are concerned, we can 
export to them labour-incciitive products 
in much larger quantities than has been 
the case hitherto. 

To facilitate exports not only of 
engineering goods but also a large num¬ 
ber of other items, concerted thought 
has to be bestowed on the organisation 
of shipping services. Many exporting 
units have been seriously handicapped in 
the recent past by the non-availability of 
shipping space. There are also several 
ports or trading areas of interest to us 
which are not being properly served by 
shipping lines. To obviate shipping 
difficulties, we ought to identify expedi¬ 
tiously the major potential export mar¬ 
kets for our goods and efforts should be 
made by our own shipping lines to fill the 
gaps in a systematic manner. 

Halt the 

squeeze 

The developments in the current busy 
season so far are in strong contrast with 
those of the 1973-74 season in the corres¬ 
ponding period and the question is being 
asked in money market circles whether 
the adjustments to the new situation 
arising out of world inflation and an 
accentuation of inflationary pressures 
within the country have been completed 
and the banking system can hope to mwt 
the needs of its constituents in 1975 more 
comfortably. It is difficult to express 
any definite view having regard to the 
convulsions in the money market in 
Britain, France, Italy and the serious 
difficulties experienced by industrial 
giants such as British Leyland and 
Burmah Shell, in finding the required 
funds for implementing new schemes and 
improving the ways and means position. 
In some other countries such as the USA 
and West Germany a policy of reflation 
is thought necessary though there is no 
confidence that earlier remedies for 
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combating recessionary trends can have 
the same effect in the new context* The 
faith in dearer money is diminishing and 

* interest rates are being lowered in the 
< developed countries. 

The situation in India, however, is 
; vastly different and the serious phase of 
) imported inflation was encountered in 
the second and third quartets of 1974 

* when there was an unprecedented rise in 
1 bank credit for meeting the needs of oil 

* companies and facilitating costlier im¬ 
ports of fertilisers, non-ferrous metals 

t and other items. It is only in the last 
quarter of 1974, which incidentally coin- 
( cides with the first quarter of the current 
, busy season, that the increase in demand 
; for funds from industry and trade on the 
( scheduled commercial banks has been 
less than 50 per cent of the quantum of 
the same quarter in 1973-74 season with 
advances rising by only R$ 208.50 crores 
against Rs 459.57 crores. 

While it is not clear what will be the 
extent of increase in demand with a 
liberalisation of credit controls, there is 
evidence to suggest that the industries 
mainiy affected by an inflation in prices 
in the international markets have got 
over the hump and the working capital 
requirements on the new basis have been 
largely found with a postponement of 
the implementation of expansion schemes, 
the acceptance of deposits from the 
public and even issues of additional 
capital in equity and preference shares 
or debentures wherever they are consi¬ 
dered desirable or feasible. This is not 
to say that the credit squeeze has not 
had a harmful effect in some directions 
or that particular units are not having 
special difficulties. There are even now 
reports about many sugar, tyre, textile 
and petrochemical units experiencing an 
acute shortage of working capital and 
current production has had to be reduced 
significantly in order to prevent financial 
bottlenecks from getting worse. With 
the Tandon Committee completing its 
investigation of the method of building 
up inventories by industrial units and 
the efforts that are being made to evolve 
a proper relationship between the level 
of inventories and the volume of turn¬ 
over it should be possible to find out to 
what extent the denial of credit is having 


an inhibiting effect on production. An 
expert assessment is certainly needed for 
formulating scientifically credit controls 
and making sense of the assurance given 
by the prime minister recently in Bombay 
and the repeated statements by the 
Industries minister that credit controls 
will not stand in the way of boosting 
production. 

It may however be broadly stated that, 
with a pumping in of credit of about Rs 
100 crores additionally, the difficulties 
of individual units could be eliminated 
insofar as working capital needs are 
concerned. An analysis of the data 
published by the scheduled commercial 
banks in 1974 shows that the increase in 
advances between December 28, 1973 
and December 27, 1974 was only Rs 
951.26 crores against as much as Rs 
1392.36 crores. 

What is really significant is not the 
net* decline of Rs 441 crores in the 
growth in advances in 1974 as compared 
to the previous year but the absence of 
any big increase as compared to 1972 
having regard to the rise in prices since 
then. U may, of course, be said that 
a smaller demand for procurement 
finance has been responsible for the 
smaller expansion of aggregate bank 
credit. But advances for procurement 
purposes were lower by only Rs 139 
crores as compared to the last week of 
December 1973 indicating that the in¬ 
crease in assistance to borrowers in the 
priority sectors and others was Rs 302 
crores less than in the previous year. 
Even granting that the credit squeeze 
exaggerated the deceleration in the 
growth of advances by Rs 100 crores, the 
net reduction is still sizeable at Rs 239 
crores. This process might have been 
facilitated by the acceptance of deposits 
on a large-scale by industrial units which 
had unfulfilled quotas. Here again, the 
gap could not have been met fully by 
the drive for mobilising deposits. 

It will not be incorrect therefore to 
presume that the correction to the new 
situation has been largely completed in 
many sectors and that, jyitess there is a 
continuance of the galloping rise in 
prices witnessed in recent months, credit 
liberalisation may not create serious 


problems. It is of course difficult to 
anticipate what will be the trend of 
prices for agricultural commodities and 
manufactured goods in the coming 
months. But with expectations of bum¬ 
per rabi crops, a satisfactory cotton 
crop and a fairly high level of sugar 
output, the net rise in prices in the 
current year may not be more than 10 
per cent if the drive for boosting indus¬ 
trial production also yields good results. 
If these expectations turn out to be 
correct the fresh growth in bank credit 
in 1975 may not be more than Rs 1,000 
crores. As banks can hope to mobilise 
at least Rs 1,500 crores and reverse the 
retrograde trend noticeable in 1974 in 
respect of additions to bank deposits the 
monetary authorities need not be un¬ 
necessarily squeamish and accentuate 
stagflationary pressures by persisting in 
unhelpful credit controls and high 
interest rates. 

In view of the disappearing abnorma¬ 
lity in certain directions and the general 
feeling that credit controls should be 
administered more meaningfully the 
cash reserve ratio should be reduced 
from four per cent to three per cent 
before the middle of February in order 
to enable banks to avoid borrowing 
on a penal basis from the Reserve Bank 
during the peak of the season and help 
constituents also to meet their commit¬ 
ments when advance tax payments be¬ 
come due in the middle of March. The 
union Finance ministry should also 
not hesitate to abolish the levy on the 
gross income of banks derived through 
advances. Both these measures have 
been mainly responsible for the sharp 
rise in lending rates in the past year. 
With the retreat from dearer money 
taking place in western countries and the 
distortions in the structure of interest 
rates in this country brought about by 
an uncoordinated rise in lending rates of 
even leading banks, the time has arrived 
for reviewing thoroughly the operation 
of credit controls and the impact of high 
interest rates on production and manur 
facturing costs. If the Reserve Bank 
can adopt a helpful policy, the hardships 
experienced by borrowers even when 
making a sincere effort to boost produc¬ 
tion* can be easily eliminated. 
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Drugs and Cosmetics Act Amendment • Steel 
Output • Polish Offer of Assistance 


The high cost of medicines and the 
growing menace of spurious and sub¬ 
standard drugs have attracted a good deal 
of attention in the recent past. During the 
last thirty days alone, the matter came up 
for deliberation here twice. On December 
21 and 22, the Institute of Socialist Studies, 
New Delhi, organised, in collaboration 
with the Centre for Socialist Research. 
Madras, and the Forum of Socialist 
Studies, Bangalore, a national convention 
on economic independence and perspec¬ 
tive of drugs industry. More recently, on 
January 17, the Consumer Council of 
India organised a seminar on the problems 
of spurious and substandard drugs. The 
official patronage extended to both these 
occasions — the seminar of the Consumer 
Council was inaugurated by President 
Fakhruddin Ali Ahmed and addressed 
among others by the union minister for 
Health and Family Planning, Dr Karan 
Singh; the convention of the Institute of 
Socialist Studies had close association of 
the minister of state for Petroleum and 
Chemicals, Mr K.R. Ganesh — is indi¬ 
cative enough of the deep concern of the 
union government over,the two issues. 

just concern 

The concern, of course, is not misplaced, 
for despite the fact that the vast masses 
in the countryside invariably have to do 
without medicines, even though the manu¬ 
facture of drugs has recorded an impres¬ 
sive increase from a bare Rs 10 crores in 
1947 to as much.as nearly Rs 400 crores 
in 1974, approximately 20 per cent of the 
production has been found to be spurious 
or substandard. On many occasions, the 
drugs and medicines administered to 
patients have not only proved ineffective 
but also deadlier than the disease sought 
to be cured.. So far as prices — especially 
of life-saving drugs — me concernedj they 
are found to be prohibitive by all except 
the very affluent fraction of our society. 
Any concrete programme to eradicate 
the evil of spuriousand substandard drugs 


and to bring down the prices of life-sav¬ 
ing medicines, therefore, is bound to re¬ 
ceive wide support. 

In his keynote address to the seminar 
organised by the Consumer Council of 
India, Dr Karan Singh indicated that 
the Drugs and Cosmetics Act was pro¬ 
posed to be changed soon, on the lines 
of recent amendment to the Food Adulte¬ 
ration Act, with a view to enhancing its 
penal provisions. The punishment for the 
manufacture of spurious and substandard 
drugs might be raised even to life sentence. 
Further, it was proposed to set up com¬ 
bined food and drugs testing laboratories 
in all parts of the country. 

welcome measures 

The proposed enhancement of the penal 
provisions of the Drugs and Cosmetics 
Act and the spreading of the network 
of testing laboratories, indeed, are wel¬ 
come measures. But what is needed more 
is a thorough overhaul of the enforce¬ 
ment machinery. The working of this 
machinery has left much to be desired in 
the recent years. The inadequacy of the 
strengths of the enforcement directorate 
at the state levels is responsible for this to 
a great extent. But there are also other 
too well-known reasons which have eroded 
the authority of the enforcement staff. 

The most effective way of tackling the 
problem of spurious and substandard 
drugs, however, is the augmenting of the 
production of quality drugs and making 
them available at reasonable prices to the 
consuming public. Two important steps 
have been suggested by the above conven¬ 
tion and the seminar. One is the bulk 
production of the most essential drugs — 
some 150 in number — and drastic re¬ 
duction in the number of formulations 
which currently run into over 20,000. 
The second is the making of packaging 
simple and less expensive. In view of the 
capital-intensive nature, o£ the indus¬ 


try, the public sector obviously will have 
to play a crucial role in augmenting bulk 
drugs manufacturing capacity. 

Opinions, of course, differ on banning 
of the use of brand names for drugs and 
encouraging the adoption of generic 
names as well, as on the nationalisation of 
foreign drugs producing concerns. The 
latter step was advocated by the Institute of 
Socialist Studies in its December conven¬ 
tion. The use of generic names of drugs on 
a wide scale, it is pointed out, may create 
confusion, as has happened in Pakistan 
recently. This process, therefore, has to 
be only gradual. The nation aliation of 
foreign drugs and pharmaceutical com¬ 
panies operating at present in the country, 
similarly, may create problems for the 
simple reason that it might adversely 
affect production which has to be stepped 
up, 

A very interesting suggestiorf has been 
thrown up by Dr Karan Singh for the 
distribution of drugs in rural areas. In¬ 
stead of the rural folk traversing long dis¬ 
tances to the primary health centres, he 
has suggested that an organisation should 
be set up from which para-medical staff 
could take some 50/60 essential drugs, in¬ 
cluding the well-tested unani and 
ayurvedic drugs in a kit on bicycles to 
the rural people. This, he feels, could 
take care of nearly 90 per cent of the pre¬ 
valent maladies in the countryside. 

constructive suggestions 

In pursuance of the suggestions of the 
Consumer Council's seminar and the 
convention of the Institute of Socialist 
Studies, the minister of state for Petro¬ 
leum and Chemicals Mr K.R. Ganesh, is 
understood to have called a high-level 
meeting of officials, includingthe Director- 
General of Health Services, the Central 
Drugs Controller and the Director- 
General of Technical Development, by 
the end of this month to discuss and fina¬ 
lise steps for enforcing sale of drugs at 
labelled prices to consumers. A thorough 
review of the pricing formula for drugs is 
also said to be under way* The govern¬ 
ment, it is learnt, is thinking of limiting 
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price control to some 50/60 very essential 
dregs only so that it cart.be efttax?ciy 
administered. ^ 

* * 

The last year’s setback to the produc¬ 
tion of saleable steel is expected to be more 
than made up during the current finan¬ 
cial year. In the nine months to Decem¬ 
ber last, the five integrated steel plants at 
Bhilai, Durgapur, Rourkela, Jamshedpur 
and Bumpur yielded an output of 3.536 
million tonnes, which was higher by 
300,000 tonnes compared to the produc¬ 
tion in the corresponding period of 1973- 
74. The 1973-74 production — 4.353 
million tonnes — had fallen short of the 
previous- year’s output by 440*000 tonnes. 
This year, the five steelworks may yield 
nearly five million tonnes of seleabie steel 
— a record output. This optimism is 
based on the fact that for the seven suc¬ 
cessive months since May, the monthly 
average output has exceeded 400,000 
tonnes. In December, it touched 425,000 
tonnes. The December production would 
have been higher had the Durgapur unit’s 
blooming and merchant mills not been 
undergoing capital repairs. 

All the integrated steelworks have been 
showing improved operations this year. 
Even the Burnpur plant has registered 
significant increase in production — from 
23,000 tonnes in May to as much as 42,000 
tonnes to December. The December out¬ 
put at Burnpur has been the highest since 
this plant was taken over by the union go¬ 
vernment nearly two and half years ago. 
Plant-wise production of saleable steel 
during the first nine months of the current 
financial year has been: Bhilai 1.236 mil¬ 
lion tonnes; Durgapur 385,000 tonnes, 


too is making up fast. In December*** 
was of tjie order of 74,#10 toapes — 
nearly 91 per cent of the rated capacity. 

This year’s encouraging trend in the 
Outputs of all the steelworks have raised 
hopes in the steel ministry that the target 
of raising the overall production of sale¬ 
able steel to nearly 10 million tonnes by 
1978*79 would be accomplished. At 
present, the five integrated steel plants 
producing saleable steelhave a capacity to 
yield 6.5 million tonnes (8.9 million tonnes 
ingot steel). The Bhilai project is being 
expanded from 2.5 million tonnes ingot 
steel to four million tonnes. Bokaro 
would have been expanded by 1978-79 
to yield 4.75 million tonnes ingot steel. 
So the capacity would have been aug¬ 
mented by the end of the current Plan to 
about 15.15 million tonnes ingot steel, 
equivalent to 11.9 million tonnes saleable 
steel. 

production build-up 

Taking into consideration the produc¬ 
tion build-up envisaged at Bhilai and 
Bokaro after the commissioning of their 
expansion schemes,- the ministry feels that 
about 8.8 million tonnes finished steel pro¬ 
duction can well be expected in 1978-79 
from the six major steel plants. The elec¬ 
tric arc furnaces are anticipated to yield 
by then another at least one million tonnes. 
Including the output of these furnaces, 
production of saleable steel this year may 
exceed 5.5 million tonnes. 

The country, thus, is expected to attain 
the goal of overall self-sufficiency in mild 
steel by 1978-79, Some imports of certain 
categories of steel, of course, may have 
to be effected even then. But correspond- 


tbm wo«a 

wfiose pmmkm would m if m%$& of 
demand. This excess production would 
be exported. 

* . 

The Deputy Prime Minister of Poland, 
Mr Jan Mitrega, who is here to attend the 
second session of the Indo-Polish joint 
commission on economic, trade, scientific 
and technical cooperation — the first 
session of this commission was held in 
Warsaw in November 1973 — has offe¬ 
red a wide range of assistance for de¬ 
veloping our coal, shipping and fishing 
industries as well as scientific research. 
He has also indicated that his country was 
interested in importing from here larger 
quantities of both traditional and nan- 
traditional items, particularly textiles, 
engineering products and leather goods. 
Indian goods, he is understood to have 
told the first meeting of the joint commis- : 
sion on Monday, enjoyed a good reputa¬ 
tion in his country for their appropriate 
levels of prices, quality and delivery sche¬ 
dules. 

The Indo-Polish trade, which was anti¬ 
cipated to go up to Rs 200 crores in 1974, 
however, might show an improvement of 
about 70 per cent over the 1973 figure of 
Rs 84.7 crores. Though the target could 
not be achieved, the increase in trade 
in the last calendar year is considered 
satisfactory. This year the trade relations 
between the two countries are expected 
to receiye further fillip with the Minerals 
and Metals Trading Corporation and the 
Electronics Trade and Technical Develop¬ 
ment Corporation opening their offices in 
Warsaw. 


Rourkela 568,000 tonnes, Jamshedpur 
(TE5CO) 1.058 million tonnes and Burn¬ 


pur (HSCO) 290,000 tonnes. During the 
whole of 1973-74, the output had been 
as follows: Bhilai 1.682 million tonnes; 
Durgapur 377,000 tonnes; Rourkela 
736,000 tonnes; Jamshedpur 1.2 million 
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tonnes; and Bumpur 358,000 tonnes. 


The increase in output this year has 

resulted from a significant improvement in Exactly one year ago when the country lay dazed tkm in its correct proportions and economic bear* 
the supply of power as well as petroleum in the grip of intense political frustration and an mgs while the crucial question of the structure of 
products. Railway transport to and from unprecedented economic crisis in the shape of planned economy — in short, the question of dis» 
steel plants too is said to be much better, acute famine and inflationary conditions, eight h»* tribution, the role of the State and the organization 
The labour situation also has improved dustrialists from Bombay, who were apparently of the economic system — were purposely left out 
considerably. But the supply of coking doing some hard and sober thinking, sprung upon for a later manifesto. It is true that ends and 
coal and refractories is understood to be the country their first memorandum on a national means are not easily separable even for purpoees 
still causing some anxiety. To ease the economic programme, which has since come to of economic analysis and the procedure <4 the 
situation, while imports of refractories are be known as the Bombay Plan. The first memo- Bombay planners in first setting out the targets or 
being planned on a priority basis, close random at once caught the imagination of the ends before the means could be seen in the totality 
liaison has been established between the country by its sweep and daring and attracted wide- of their relationships, was slightly unfortunate, 
departments of steel and coal to ensure spread attention all over the world. Truly it For it gave many unconstruc tive a nd carping cri- 
adequate supplies of coking coal. Con- could be said that the memorandum set the pace tics a convenient handle; ^STat^a 

certed attention is also being paid to the for economic thinking in this country and taper- {^iSSuS^jSwbeW awaywith such slogan 
maintenance of plant and equipment. ted to it direction and purpose. But the first j^ed attitudes that the Han was intended to make 

Production of hot metal at Bokaro 
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IPGBtTSOf VIEW 

Assault on the principle 

$. Narayanaswamy of first mortgages 


The Sick Textile Undertakings (Nationa¬ 
lisation) Bill, 1974 has been passed by 
parliament and is intended to convert 
into government property the several 
sick mills taken over. In doing this, 
the owners of the sick mills are to 
be paid quite measly compensations 
—which is presumably some kind of 
punishment meted to those who failed 
to manage the mills properly. However, 
making payments winch leave the owner 
with a sense of overall deprivation is to 
fail to recognize their having taken 
the trouble or risk of entrepreneurship. 
This might make them stay away from 
similar industrial promotions in future, 
considering that queer and unpredictable 
developments have, in many cases, landed 
some mills in losses and not necessarily 
identifiable inefficiency. The meagre 
compensations proposed can only be 
counter-productive of entrepreneurship. 

What is important and crucial are 
the priorities accorded to payments 
of dues by the sick mills. In the first 
instance, amounts due to the National 
Textile Corporation and the state-level 
textile corporations, where such exist, 
are to receive their dues. Other pay¬ 
ments made by banks after the take-over 
are to get similar priority. 

low valuations 

It is after these payments are made 
that the financing institutions which arc 
mostly state-level finance corporations 
and which have lent money long-term 
on the first mortgage of the assets of 
the sick units, are to be paid their 
dues. The low valuations fixed for the 
sick industries makes the totality of such 
payments look rather expropriatory, 

But when first mortgage-holders are 
by a sweep of the special statute to be 
made low priority recipients you 
throw the concept of first mortgage to 
the four winds. What are the criteria 
that the term-lending institutions adopt 
for saving term-loans to industries when 
what they dole out is in fact public 
money? First mortgage is the most 
fool-proof way of lending money—-and 
only 30 per cent of the market or invoice 


value of assets is lent—-which normally 
left abundant cover for the institutions. 

It is now learnt that, in several cases, 
the institutions which have with praise¬ 
worthy diligence built up reserve funds 
over the years and indeed decades, are 
now being called upon to write off their 
reserve funds consequent on their being 
paid meagre or nil amounts out of the 
first mortgage loans advanced by them 
to the sick mills. 

woe-begone state 

This will abridge, where it docs not 
cripple, the capacity of term-lenders to be 
of use to local industries which have, 
thanks to the woe-begone state of the 
capital market, started leaning more 
heavily on term-loans to finance their 
projects. The government of India at 
the highest level seems to hold the view 
that institutions can afford to write off 
huge sums—while the concept of First 
Mortgage can go by the board. This 
is an erroneous and short view to take 
because what is important to examine is 
what, is the area of industrial financing 
undertaken by these corporations and 
how would the contraction in their 
already none-too-plethoric resources 
affect their capacity to help industries. 

In the case of Tamil Nadu, the Tamil 
Nadu Industrial Investment Corporation 
has served the industrial community 
very well, functioning as a public joint 
stock company from the veiy beginning 
and handling term-financing in a credit¬ 
able way. In the last one year, the TUC 
has extended the area of its operations 
spectacularly, as can be seen from the 
table given alongside. 

The amount disbursed in April/Nov. 
1974(8 months) was Rs. 470 lakhs against 
Rs 180 lakhs in the same period last year 
—an increase of over 160 per cent over the 
previous year bespeaking both the quick¬ 
ened pulse of entrepreneurail effort and 
institutional support therefor. 

It does seen grossly unfair that in the 
overweening zeal for nationalization of 
sick mills, basic concepts as to property 
and institutional usefulness to. the entre¬ 

isl 


preneur should be disregarded. The 
advances made to the three textile units in 
Coimbatore which are under take-over 
amounts to about Rs 2 crores in all. Out 
of this, a sum of Rs 160 lakhs represents 
the amount that the TIIC is called' upon 
to write off This is the outcome of the 
altered status of the TIIC as residual 
creditor of low priority, thanks to the 
Bill. This will wipe out its entire reserve 
fund of Rs 1.52 crores built up over 
quarter of a century and encroach on the 
paid-up capital of TIIC for the balance. 
The capital of TIIC is held by govern¬ 
ment of Tamil Nadu (60%), by IDBl 
(25%), by government of Pondicherry 
(5%) and by LICand nationalized banks 
(20%). TIIC is spelt out here only as a 
case-study because there must be other 
state finance corporations as in Andhra, 
Gujarat and Maharashtra which are 
placed in an equally infelicitous position 
—and they must feel a similar ^sense of 
expropriation. The institutions being 
government-sponsored or owned may 
not care to agitate the matter nor Jet off 
a horrendous squeal but the government 
of India need not wait for such open 
remonstrances before reviewing the 
whole question as to whether it is 
either financial statesmanship or an act 
of prudence to weaken institutions whose 
utility and proved capacity to act as 

TUC Operations 


Particulars 

April to 
November 

1973 1974 

No. of applications recei- 



ved 

178 

993 

Amount of the applications 


(Rs in lakhs) 

823 

2842 

Amount of the assistance 



sanctioned (Rs in lakhs) 

335 

886 

Amount disbursed (Rs in 



lakhs) 

180 

470 

Percentage of assistance to 



small-scale industries 

28 

• 45 

Percentage of assistance to 



units in backward areas 

54 

48 
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MINTS* VIEW 


pulse-quickeners of industrial build-up has 
now been acknowledged on all hands. 

It would be callousness to hold the 
view that reserve funds are built up to 
be written off at the behest of the central 
government or to say that these bodies can 
afford the loss. It is doing an injustice as 
much to potential industrial promoters— 
who are frequently and rhetorically ap¬ 
pealed to—as to the institutions that are 
called upon to confront these losses. 

There is a peculiar irony in the fact 
that the fast two years have been years 
of unprecedented boom for the textile 


mills—robust as well as sick. The 
Tamil Nadu Textile Corporation reported 
^profit of just under Rs two crores 
for the last financial year as a result of 
the operations of t ho sick mills under its 
care. If the mills had continued under 
private management, they would perhaps 
have shown equally good if not better 
profits, which would have enabled them 
to clear the dues in major part to the 
TIIC. On more than one occasion, the 
TIIC was on the brink of enfoicing its 
mortgage rights through foreclosure 
and sale, which would have got them 
back their full money but the state 


government’s anxiety to give . a chance 
to the mills to work even under the 
umbrella of default of dues to the Tile, 
by reason of the employment implications, 
made the institution hold over any such 
drastic action. What is now happening 
is a churlish way of repaying them for 
the consideration shown by them to the 
sick units. 

In view of the adverse financial reper¬ 
cussions of the Bill on institutions, 
would the government of India re¬ 
examine the relevant provisions of the 
Bill in the interests of the growth of 
development banking in the country? 


Economics of coal-based 


N. Mahalingam 


fertilizer plants 


The need to explore the possibility of 
producing fertilizers increasingly on 
domestic sources of coal is strongly felt. 
An acute shortage of naphtha in the in¬ 
ternational market, coupled with very 
high prices, presages a critical period 
for the fertilizer industry. The demand 
for naphtha during 1976, taking into 
account the needs of the different plants 
cither operating or under construction or 
to be set-up, is projected to be around 3.5 
million tonnes and may even go up 
to 4.27 million tonnes by the end of the 
fifth Plan. Of this, a sizeable quantity 
will have to be imported at a price which 
we can hardly afford to pay. Having 
realised the limitations in the use of 
naphtha, the Planning Commission re¬ 
cently has accepted the new strategy 
for the establishment of coal-bascd ferti¬ 
lizer plants. 

The fertilizer industry in India started 
using different feedstocks—-electrolytic 
hydrogen, gasification of wood, natural 
gas, lignite, coke, coke-oven gas, refinery 
gas, fuel oil, naphtha -to produce nitro¬ 
genous fertilizers depending upon the 
development in the fertilizer technology 
and supply positions of the feedstocks. 
In the early stages the industry started 
with electrolytic hydrogen and gasifica¬ 
tion of wood. Later natural gas was used 
and due to limited availability, other feed¬ 
stocks like coke and coke-oven gas were 
used. At present, naphtha occupies a 
prominent place as the chosen feedstock. 
It is expected that naphtha will lose its 
position with the development of addi¬ 
tional capacity in the country. The 


future of naphtha availability is limited 
and it is expected that even if the refin¬ 
ing capacity is developed to a level of 
39 million tonnes by the end of the fifth 
Plan, there would be a deficit in the 
availability of naphtha to meet the re¬ 
quirements of the fertilizer industry. This 
condition necessitates the need for 
diversification in the use of feedstock 
with an emphasis on self-reliance. 

It is therefore appropriate that the 
Planning Commission has accepted that 
coal is a useful source for the production 
of nitrogenous fertilizers chiefly 
ammonia. Apart from the considerations 
of self-reliance, the use of coal may pro¬ 
vide additional advantages in terms of 
employment potential in mining, trans¬ 
port, etc. In a country where there is 
abundance of labour, providing more 
employment opportunities to hundreds 
of thousands of people will have a posi¬ 
tive impact. Secondly, in the context of 
steep rise in the price of crude oil and 
consequently other petroleum products, 
the economics of the manufacture of 
fertilizer may also tend to favour the 
use of coal which is available in plenty 
in our country. Thirdly, there is tre¬ 
mendous saving in the total foreign ex¬ 
change in a coal-based plant. 

The Planning and Development 
Division of the Fertilizer Corporation of 
India as early as in 1966 indicated the 
danger of the shortage of naphtha and 
pleaded for alternative feedstocks, 
chiefly heavy fuel oil, and'fclso pioneered 
the idea of coal-based plants. A good deal 
of spade-work undertaken fora coal-based 


plant in 1964 itself was however given 
up due to some unknown reason. Apart 
from wasting nearly Rs 2 crores or so, 
the decision made at that time deprived 
the country of tne chance of becoming the 
leader in the coal-based fertilizer in¬ 
dustry. 

Lately the government has seriously 
felt the necessity for establishing coal- 
bascd plants in the country. Three 
coal-based plants are under imple¬ 
mentation at Talcher, Ramagundam and 
Korba. The plant at Talcher with a capital 
investment of Rs 140 crores, one-third of 
it in foreign exchange, will produce 
annually 495,000 tonnes of urea. Techno 
Export of Czechoslovakia, Montedi¬ 
son of Italy. Koppcrs and Lurgi of West 
Germany will supply necessary equip¬ 
ments. Similarly units at Ramagundam 
and Korba will produce individually 
495,000 tonnes annually. Plants at 
Talcher and Ramagundam are likely to 
start commercial production by January 
1976 and plant at Korba may go ot| 
stream by the end of 1978. 

The Planning and Development 
Division of the FCI has prepared feasi¬ 
bility reports for three more coal-based 
fertilizer plants in the country* The 
sites selected for these plants are Marg- 
herita in Assam,, Gidi in Bihar and 
Kamptee in Maharashtra^ Dr 3. K. 
Mukhcrjee, director of FCI is of the 
opinion that our plans for fertilizer pro¬ 
duction will have to remain flexible so that 
“in the medium-term a change-over from 
petroleum feedstocks to coal is ensured”. 
According to his estimation, during the 
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sixth Plan period the demand for nitro¬ 
genous fertilizers would increase to U 
million tonnes and the attainment of 
this increased capacity would necessitate 
the setting up of 15 plants based on coal, 
each designed to produce 1500 tonnes of 
ammonia per day. 

As the country has nearly 50,000 mil¬ 
lion tonnes of noncoking coal reserves, 
producing 30 million tonnes per annum 
additionally to meet the requirements of 
these 15 plants at an average of two million 
tonnes of coal per plant per year would 
n^hjbe a difficult task. The situation is 
such that there is no alternative to mas¬ 
sive investments for coal-based plants as 
international market conditions would 
permit us neither to import nitrogenous 
fertilizers nor foodgrains to match our 
requirements. The utilisation of coal 
poses a serious challenge and it is hoped 
that the experts through their concerted 
action would meet the challenge and 
develop the technology of coal-based 
plants. 

Despite the fact that fertilizer plants 
based on coal would appear to be most 


suitable from the point of view of self- 
reliance, there may perhaps be limitations 
in planning substantial further capacity 
on coal to meet the immediate require¬ 
ments. In the first place, there is the 
problem of transport particularly when 
the volume of coal that gpes into the 
manufacture of fertilizer is larger than the 
quantum of fertilizer produced. Second, 
the supply of coal in adequate quantity 
and at proper time depends mainly on 
the development of new mining facilities 
which would involve longer time sche¬ 
dule and high capital investment. Third, 
technical experts feel that fertilizer 
plants based on coal may have to face 
a lot of constraints such as high invest¬ 
ment, large maintenance costs, increased 
operation costs and severe down-time. 
Further, the technology of direct gasifi¬ 
cation of coal has not been developed 
in India. Pollution is another area which 
needs careful attention by experts. 
Finally, it may be pointed out that 
West Germany and Britain, known for 
abundant deposits of coal, have not yet 
succeeded in economically operating 
coal-based fertilizer plants. 


The production of nitrogenous 
fertilizers with coal as the basic feed¬ 
stock requires innovations. The tech¬ 
nology of coal gasification for ammonia 
production has not been developed 
appreciably in our country. Since the type 
of coal available in out country is of 
low grade with medium to high ash con¬ 
tent, the problem that the fertilizer 
plants will face is that of dust in the gas. 
The process of filtering and removing 
the dust is complex which our scientists 
will have to perfect. In the USA, the Office 
of Coal Research (OCR) has invested 
millions of dollars over the past 20 years in 
intensive research on coal gasification and 
has made remarkable advances in gasifica¬ 
tion processes. We should avail ourselves 
of the most recent US advances in 
coal-based fertilizer plants. The govern¬ 
ment should not hesitate to come for¬ 
ward with a scheme of developing the 
research in the field of gasification of 
coal through financial and other assis¬ 
tance from abroad. If the technology 
of coal gasification develops, ammonia 
plants based on coal will reduce the 
fertilizer gap to a large extent. 





VSESOJUZNOJE 

OBJED1NENUE 

“TECHNOPROHEXPORT* 

V/O "TechfMmomexport’* exports complete plant 
and equipment for heaf, atomic and hydroelectric 
power plants, step-up and step-down transformer 
substations, transmission lines, nuclear research re¬ 
actors, radiochemical laboratories, producing Isoto¬ 
pes, charged particle accelerators and other nuclear 
physics laboratories, water desalination installations, 
timber and wood-working plants, pulp and paper 
Industry, printing shops and motion picture studios. 

V/O 'Technopromexport" provides technical assis¬ 
tance in construction projects, installation, tooting 
up and putting equipment into operation; provides 
all types of project design services including collec¬ 
tion of basic design data, project design, research, 
etc. 


TECHNOPROMEXPORT 



V/O “TECHNOPROMEXPORT” 

Ettb. Moscow, 


For detailed information write to : 

The Office of the Counsellor for Economic 
Or to . Affairs USSR Embassy in Iadia, 

. ■ Nyaya Marg, Chaaakyapnrl, New Delhi. Phone : 77004 




■V 155 


JANUARY 24,1975 









At the Kuala Lumpur office of Pan Am 
where I had gone in the third week 6f 
December last to re-eonfirm my reserva* 
t-ion on a flight from Bangkok to Tokyo 
which 1 was to take some days later, a 
communicative young man at the ticket 
counter advised me to make sure then 
and there of my reservation for the re¬ 
turn journey from Tokyo as well. He 
warned me that, if I left it to the last, I 
might find it difficult to get a booking for 
this journey on any of the five days pre¬ 
ceding New Year Day, since all of those 
very many international flights out of 
Japan in various directions by different 
airlines were already almost fully booked. 
It was as well that I accepted his sugges¬ 
tion for, on Christmas day, when l was 
leaving Tokyo for Hong Kong, I found 
Pan Am’s wide-bodied jet chock-full of 
Japanese tourists, largley male and mostly 


still clearly haVe nearly enough money to 
spend on a proper celebration of the 
traditional rituals of the new year. This 
is primarily because of a certain principle 
of minimum security for the wage-earner 
which seems to be an in-built feature of 
the employment scene in Japan. Although 
production has been cut in many 
areas of industry and there have been a 
number of cases of individual businesses 
closing down, the 40 million Japanese 
men and women in regular employment 
have been largely spared the harsher in¬ 
flictions of retrenchment or lay-off and 
consequently the grosser penalties of 
downright unemployment. The axe has 
fallen mostly on over-time work or part- 
time employment of school boys or 
housewives. This means that, while earn¬ 
ings familywise may have suffered reduc¬ 
tions the number of people thrown out of 



in their lute twenties or early thirties, on 
pleasure beat in the week ahead. 

I must say that, having earlier spent 
a few days in Japan, 1 was not surpris¬ 
ed at this. For all the talk that there 
had been of that country’s nil or negative 
economic growth in 1974, it had been 
clear enough on the - streets of Tokyo 
that lots of Japanese still had lots of 
cash to enjoy themselves with as they en¬ 
tered the New Year of the Rabbit leaving 
behind the old Year of the Tiger. 

Battered as their economy is by the 
high cost of imported oil and the gene¬ 
ral inflation complicated by the excessive 
increase in food prices and recession in 
some of the basic as well as many of the 
growth industries, the Japanese people 
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regular employment has been kept to the 
minimum. As a result, the economic and 
social strains and stresses of Japan's 
stagflation have been considerably miti- 
gated. 

Again, the bulk of the community’s 
purchasing power, normally available for 
spending on essential or even semi-luxury 
goods, has been largely spared. Although 
leading department stores in Tokyo were 
, complaining that they were doing poorly 
in the year-end sales, many of them still 
expected their turnover to beat least 10 
per cent higher than m jibe comparable 
period of last year. Although prices had 
gone .up by at least 20 per cent over the 
year, items such as food articles, soap 
and other goods for every-day household 
use were.still showing fairly good sales. 
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Consumer resistance, in other words, 
was mainly selective in nature. Winter 
clothing, furniture, electric appliances 
and gift articles were mowing rather 
slowly. Even so, trade circles were not 
unhopeful of clearing the stocks of such 
items once they went on discount .sales 
after the new year-eve shopping was over. 

Japanese eat better 

Years of prosperity, have trained the 
Japanese to cat better and better. This 
is a trend which is not easily reversed. 
Hence, although food prices have been 
rising steeply, the .average Japanese has 
preferred to spend more on food even at 
the cost of having to spend somewhat 
less on a few other luxury or semi-luxury 
goods, or on purchases which could be 
deferred or delayed. This attitude on the 
part of the Japanese consumer has natu¬ 
rally affected the textile industry which, 
incidentally, has also been having a 
difficult time in overseas markets. 

Rather more spectacular has been 
the adverse impact of consumer resistance 
or indifference on the colour television in¬ 
dustry in the case of wltych domestic sales 
have declined by about 28 per cent in 
comparison with sales in ,1973. The psy¬ 
chological Shock to this mduatry probab¬ 
ly is 'greater than the physical or financial 
setback, {to tifls is the first time since 
colour tipdsioQ sets began to be mar¬ 
keted in 1160 that there has been a year- 
to-year decline to sales, AH the same, it 
is a fact that the Industry'vifid manage to 
sell nearly fivemillion sate to domestic 
viewers in the course - 6f 1974 and, al¬ 
though Matsushita Electric Industrial 
!. Company, Japan’s biggest colour TV- 
makar, began trimming production by 10 
to 15 per cent frdnt'J&y onwards, it was 
not till the very closing weeks of the year 
that shops in downtown Tokyo seemed 
to have started thinking in terms of dis¬ 
count sales or "announcements offering 
colour TV sets for 200 US dollars. 


jlpup slump in 
wwell-cstab- 


Actually, despite 
thegrowth of th&G 

lished average #,dtdre than 10 per cent 
over a period of years' to minus 0.2 per 
cent in 1974, the Japanese landscape pre¬ 
sents a mixed picture rather then an ap¬ 
pearance of general, gloom, . For instance, 
Japanese steel has continued, to enjoy a 










its element if India 
had not generated 
atomic thought 


Today the world is in its element as it finds itself in the atomic age. But the discoveries of modern times 
•echo the atomic theories of ancient India—theories that were brilliant explanations of the physical 
structure of the universe. An atomic theory was taught by Pakudha Katyayana an older contemporary 
of Buddha. Indian atomic thought thus originated before Democritus the great Greek philosopher- 
one of the founders of the atomic theory. In physics and other spheres Indian talents have enriched the 
world. We at L&T continue the tradition by enriching life through industrial development. The source 
of our energy is the vast reservoir of technical know-how generated over 35 years. It has spurred us 
on to manufacture equipment for India's nuclear power projects. The reactor vessel, fabricated for the 
first time in India, is an example. Jn order to foster the growth of nuclear power, we have set up modern 
fabrication facilities; formed a specialist cell for handling design, fabrication, application of new techni¬ 
ques,. We ere a vast industrial complex designing, manufacturing, installing plant and equipment for 
every vital industry. The secret of our success lies in the individual talents of over 10,000 people in our 
associate and subsidit-y companies and our network of offices all over India- 
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Gujarat's 'Incentive Areas' 

Panchmahals, Broach and Surendranagaroffer you: 



15“/- Central Government 
Investment Subsidy 

20% Central Government 
Tax-Free Profit Schemes 
for 10 Years 

Soft Loans 


_So do other States 

_So what ? others do, too 

_ Well, yes, others offer 

these, likewise. 

_ May be, others don't. 


Interest Free Loan Against 
Sales Tax 

Full Infrastructural Facilities _ Again, may be others don't 


Plus Proximity to Indus- — Now that's a real plus that 
trial and Social Centres puts Gujarat 1 up 

Panchmahals near Ahmedabad and Baroda 
Broach near Surat and Baroda 
Surendranagar near Rajkot and Ahmedabad 


Find out in detail how Panchmahals, 
Broach and Surendranagar are ideal 
locations for your industry, 
by mailing the coupon below to: 

Gujarat State Financial Corporation 
Jaldar$harT,Opp. Natraj Theatre 
Ashram Road, Ahmedabad 380 009 

| PLEASE SEND ME AN INFORMATION FORM ■ 

j NAME . I 

• ADDRESS. 

« NATURE OF INDUSTRY PROPOSED/EXISTING “• 

! Ci * 

! . t • 

• I HAVE SEEN YOUR ADVERTISEMENT IN £ , | 

| VI • 

5 i 

{ (NAME OF PUBLICATION) {DATE) j 

••••••••■••••■••••■•••••••a 


WflA Gujarat Industrial 
Ufl/V Development Corporation 
Industrial land, sheds and 
infrastructure at 79 locations 
ACCf* Gujarat Stata 
UOTv Financial Corporation 

Liberal financial assistance 
schemas upto Rs. 30 Ivkhs 
AIIP Gujarat Industrial p _ 

tflllv Investment Corporation Ltd. 

Investment generating 
programmes above 
Rs. 30 lakhs 

FO|P Gujarat Small Induetrias 
UtflV Corporation Ltd. 

Oevelopmental assistance to 
small industries 



"The wheels that gear 
industrial growth in Gujarat" 
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very strong overseas demand* thanks to 
its stubborn competitiveness and there 
is no sign that the steel industry 
is about to lower its long-term sights or 
even cut down on its expansion program¬ 
mes for the immediate future. Again, al¬ 
though many Japanese manufacturers are 
complaining of a profit squeeze, thunks 
to rising labour costs or the higher prices 
of imported raw materials, the decline in 
business spending has been confined 
largely to a reduction in inventories or a 
deferment of plans for investment in 
capital goods. Evidently current produc¬ 
tion particularly for export has been and 
is being protected as much as possible. In 
some cases, however, it has been extrem¬ 
ely difficult or even impossible to manage 
to achieve this. With house construction 
costs having nearly doubled in two years, 
housing starts have sharply slowed down 
over the last twelve months. Again, there 
have been cases of shipbuilders cancelling 
orders on their books wherever possible, 
because rising wages have made nonsense 
of the cost estimates on which they 
had quoted their prices. 

darkest patch 

The darkest patch on the Japanese 
industrial scene, however, is the current 
state of the automobile industry. It was 
estimated recently that the annual pro¬ 
duction of fourwhecl vehicles in Japan 
would amount to 6.56 millions in 1974, 
marking a decline of 7.4 per cent from 
the output in J973. A large part of the re- 
Juction in output is of course due to the 
dump in the world automobile trade. 
4s for the domestic demand, it is not yet 
dear to what extent the increase in gaso¬ 
line prices which has been of the order 
>f roughly 50 per cent in the course of 
1974 has been responsible for the fall in 
he offtake of automobiles. It is claimed, 
lOwcvcr, that the consumption of gaso- 
ine has declined by 15 per-cent following 
.he increase in its price. 

By and large, then, the position seems 
o be that Japan. has not exactly been 
"educed to penury in spite of the stagfla- 
ion it had gone through in 1974. What 
ias happened is that a spectacular pro¬ 
cess of economic growth carried through 
i number of years has been abruptly 
\alted. This has naturally created seve- 
*al problems- *some serious, but most of 
hem of,a transitional > nature. Since the 
vorld economy itself is not in too good a 
diape* it will not be easy for Japan to 
compress this period of transition into a 
/ear or even two, but what is important 
s that the Japanese economy is probably 
n a much better position than most other 
ndustrially advanced, economics to re. 
capture the growth process earlier rather 
than later. In fact there appears to be 


a public consensus in Japanese govern¬ 
ment and business circles that the Japan¬ 
ese ONP should start picking up in the 
second quarter of 1975. This would of 
course assume that there are no grave 
disturbances in the international politi¬ 
cal or economic situation and that coun¬ 
tries such as the United States and West 
Germany would follow reflationary 
policies, 

containing inflation 

For the moment, however, Japan 
would itself rather choose to concentrate 
on bringing down the. rate of domestic 
inflation. Here the tide is at least 
not in an adverse direction. While 
inflation was of the order of an annual 
rate of 28 per cent for the greater part 
of 1974, it came down recently to around 
12 per cent on a month-to-month basis. 
Nevertheless, Japan’s top economic 
policy-makers seem determined to con¬ 
tinue to treat inflation as the nation's 
economic problem number onewhile con¬ 
sidering initiatives for the new year. For 
instance, on December 24, the Japanese 
government announced that its selling 
price of wheat would be frozen at the 
current level for the fiscal year 1975 
starting in April. On the agenda of the 
high-level cabinet meeting at which this 
decision was taken was also the question 
of deciding the price policy for other 
commodities such as tobacco and salt as 
well as increasing utility rates. No con¬ 
clusions were arrived at on these points 
on that occasion but it was disclosed that 
the Finance minister, Mr Masayoshi 
Ohira, had been instructed by the prime 
minister to study a plan to impose an 
overall freeze on the utility rates. 

There, however, seems to he some 
measure of agreement between the 
Finance minister and the Director- 
General of the Economic Planning 
Agency, Mr Takco Fukuda, who also 
holds the prestigious office of the 
deputy prime minister, that some in¬ 
crease in utility rates could not be avoi¬ 
ded if adequate revenue resources were 
to be secured for the 1975 budget and 
the public services were to be maintained 
in a sound financial position. Mr Fukudo 
however seems to be keen on limiting the 
increases to the minimum possible so 
that the basic anti-inflationary strategy 
may not be impeded. Subsequent re¬ 
ports state that in the course of later dis¬ 
cussions the Japanese government has de¬ 
cided to postpone' by varying periods 
pending increases in postal and telephone 
charges as well as in cigarette prices 
charged by the state monopoly. The 
general aim of Japan’s continuing anti- 
inflationary programme seems to be to 
ensure that the consumer price index 
does not rise above 12 per cent over 1975, 
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thereby consolidating the gains achieved 
in recent months in combating tenden¬ 
cies towards anything tike a runaway 
inflation. 

Should the first quarter of the new 
year develop ulong lines that give con- 
lidence to the economic policy-planners 
that their projections regarding the be- 
havtour of consumer prices are likely to 
hold good, monetary and financial poli¬ 
cies may thereafter be expected to move 
towards a cautious reflating of the econo¬ 
my. In fact it is now being hopefully 
assumed that the back of inflation would 
be broken by the beginning of the second 
quarter of the year and that, from then 
on, the economy could resume its inter- 
rupted business of growth. Even Mr 
Fukudo, who has tended to be rather 
conservative in his anticipations of re¬ 
sumed economic growth, is now reported 
to be inclined to think of planning for 
an increase in the Japanese GNP at a 
rate of 4.3 per cent for the year 1975 as 
a whole. This would mean of course that 
the Japanese economy will have to grow 
at a rate somewhat higher than this in 
the later part of the year since it is pot 
likely to Mart moving up in the earlier 
months of 1975. 

resumption of growth 

Japan’s prospects of resuming growth 
a few months hence in relatively less in¬ 
flationary conditions seem to be reason¬ 
ably good. For one thing, as Ttit Econo¬ 
mist dollar index of world commodity 
prices shows, prices of industrial raw 
materials have gone down by 32,3 per 
cent in thecour.se of 1974. It is true 
that, as against this, food prices have 
gone up by 28.9 per cent, but the world 
grain outlook at the beginning of 1975 is 
such that some, and perhaps a substan¬ 
tial, reduction in food prices could be 
looked forward to in the course of this 
year. It is also possible for Japan to 
assume, as many other major importers 
of oil arc apparently doing, that pricey 
will not rise further and may even fall at 
least slightly in the course of 1975. 

A great deal would depend of course 
on the success which government and in? 
dustry arc able to achieve in regulating 
wage increases. In has been estimated 
that, at the negotiations due in May, 
workers would secure an average wage 
increase of 16 per cent, in addition to one 
to three per cent increase in the form of 
other benefits such as bonuses and cer¬ 
tain allowances. Simultaneously, projec¬ 
tions regarding productivity assume an 
improvement of about live per’ cent. 
Japanese industry seems to have recon¬ 
ciled itself to these prospective increases 
in its costs and there is indeed a feeling 
that some augmentation of purchasing 
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power m the domestic economy could be 
more advantageous than disadvantageous 
to the recovery of production and busi¬ 
ness spending on capital stock. 

At the same time a long and close 
look will have to be taken at the possible 
situations Japan's export industries may 
have to face. For instance, it has al¬ 
ready been established that the shipbuild¬ 
ing and the textile industries cannot 
afford any further appreciable increases 
in costs if they are to stay in the export 
business. In fact many of Japan’s com¬ 
petitors in the world textile trade believe 
that, after the spring wage increases in 
Japan have been negotiated, its textile 
manufacturers might find it rather diffi¬ 
cult to hold their own in overseas markets. 
There is also some evidence that firms in 
the electronics industry have already 
started in terms of planning for the shift¬ 
ing or dispersal of their production 
facilities, taking advantage of the relati¬ 
vely low labour costs prevailing in places 
such as Singapore. 

The big question is how soon capital 
spending by business would revive and 
gather volume. The Sumitomo Bank Re* 
view, in its issue for January 1975, takes 
a rather dim view ol the probabilities. It 
says: , 

“As for business spending, the 
chill of a changing climate is keenly 
felt. Business profits are squeezed 
by material price increases and long 
term tight money policy, as well as 
by production curtailment. Further¬ 
more, business is in for harder times, 
for it is facing such problems as the 
restriction of oil consumption and a 
low industrial growth rate. The move 
to go back on capital outlays will 
spread throughout all but steel and 
electric industries. Overall, the out¬ 
look is for a poor recovery of busi¬ 
ness spending through 1975.’' 

a dim view 

The Review has also noted that (l) 
domestic demand does not have strong 
rec uperative power as in years past, as a 
result of inflation’s unusual inroads on 
the real purchasing power of consumers 
and a slow-down in consumer spending; 

(2) more businesses than expected are 
stretching out productive spending for 
plant and equipment on account of the 
continued decline in total demand; and 

(3) business inventories are going to be 
trimmed for a longer period of time than 
expected earlier. 

A recent issue of Mitsubishi Corpora¬ 
tion’s Tokyo Newsletter is also rather 
subdued about prospects for the next 
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business term. U suggests that an im¬ 
provement in the external environment 
cannot be expected for some time to 
come although some countries, such as 
the United States, West Germany and 
Britain, are beginning to modify their 
economic policies because the business 
down-trend has reached serious propor¬ 
tions, According to it, many vexing fac¬ 
tors lie ahead, such as the oil confron¬ 
tation between the producing and con¬ 
suming nations, the signs of a re-cmer- 
gence of the food problem, thc*re-cycling 
of oil money and developments in the 
Middle East situation. As regards the 
Japanese domestic economy, the point 
is made that the situation is such that it 
is difficult yet to expect an easing of the 
restraint policy. The squeeze on corpo¬ 
rate financing is expected to tighten and 
it is strongly feared that business will be 
further depressed, ft is pointed out that 
there is a mountain of problems such as 
the future of the balance of payments 
position which continues in the red, the 
problem of securing and stabilizing the 
supply of raw materials and problems 
revolving around the restriction of in¬ 
dustrial competition in connection with 
the proposed revision of the anti-mono¬ 
poly law. 

concession to partners 

Although responsible leaders of the 
Japanese business community may be 
quite conscious of the problems the 
government has in resorting to reflation 
immediately. Japanese industry and trade 
will certainly be disappointed if action 
is delayed too long. For instance it is 
now being argued increasingly frequently 
that the fact that the United States and 
Germany have been easing interest rates 
and are also otherwise moving in the 
direction of reflating their respective 
economies is making it more and more 
difficult for Japan alone not to relax its 
dear money policy. In fact the monetary 
weapon has been used in Japan less as 
a means of dealing with the domestic 
inflation problem than for moderating 
Japan's export drive as a concession to 
its major trading partners who have 
become sensitive to the aggressive 
Japanese presence in overseas markets 
especially at a time when their own eco¬ 
nomies are being squeezed by stagfla¬ 
tion. 

Consequently, it is now being pointed 
out by Japanese trade and industry that, 
since the industrialized countries in the 
west are initiating less stringent mone¬ 
tary policies for the purpose of reviving 
economic activity, it has* become proper 
for Japan also to keep pace with them. 
That this contention is beginning to have 
some effect became obvious in the last 
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week of December itself when the Bank 
of Japan informed commercial banks 
that it was raising its monetary ceiling of 
their loan volume increases for the first 
quarter of next year for the first time in 
more than two years. As a result, the top 
13 banks would be allowed to increase 
their total lendings in the first quarter of 
1975 by about 5.3 per cent over the rise 
for the first quarter of 1974. Although 
it was denied on behalf of the Bank of 
Japan that this move represented a 
slackening of the credit squeeze, the 
commercial banks take it that the mild 
easing of the protracted credit restraint is 
now on its way. 

budgetary discipline 

Broadly speaking, the Japanese 
government had been relying more on 
fiscal restraints than on monetary curbs 
to cool down the over-heated Japanese 
economy, ft follows that it is in the 
fiscal area that the Japanese business 
community would expect to see major 
signs of reflation. The immediate pros¬ 
pects in this respect are however not too 
bright. In the last week of the old year 
the Diet had to pass a record suppleme- 
t ary budget for fiscal 1974 for a sum 
more than twice that for the previous 
year’s supplementary budget. As a 
result, the total government spending 
during the year ending March 31 this 
year would be 25.7 per cent over that in 
the year ending March 1974. Interes¬ 
tingly enough —the Indian analogy will 
be obvious—most of the additional 
appropriations were required to finance 
pay raises for government employees or 
subsidies to local governments. This 
would suggest that the government will 
have to stick to a certain degree of 
austerity while planning its budgetary 
policy for fiscal 1975. Already it has 
been decided to postpone the start of 
new long term public utility projects 
until fiscal 1976. 

Nevertheless, however firm the prime 
minister may be on making the budget 
for the next year as stringent as possi¬ 
ble. it may not be possible to avoid 
certain expenditures. For instance, there 
is a strong demand within the government 
itself that sufficient funds should be 
allocated for public works projects closely 
related to the people’s daily life, such 
as constructing new sewage systems, 
during the next fiscal year, ft is also 
being assumed in a general way that the 
government will have to go in for fiscal 
measures designed to revive house cons¬ 
truction. Meanwhile, the ministry of 
International Trade and Industry is 
asking for fiscal and monetary measures 
calculated to provide incentives for a 
recycling industry and to help develop 

JANUARY 2& 1975 



a marketing system for recycled products 
and, as a first step it has recommended 
a substantial appropriation in fiscal 1975 
for the establishment of a “clean Japan 
centre** to help in formulating a long- 
range recycling programme and develop¬ 
ment of recycling industries and 
technologies*. 

It has been estimated that more 
than 1.3 billion tonnes of waste ma¬ 
terials would be generated in Japan in the 
next twelve months. It is therefore con¬ 
sidered urgently necessary to organize 
the utilization of this huge quantity of 
waste, both as part of an anti-pollution 
problem and as a complementary part of 
the Japanese industry’s basic orientation 
towards turning natural resources into 
products of utility for the community. 
Indeed, despite the difficult times through 
which it has been passing, Japanese industry 
lias been investing huge sums in anti-pol¬ 
lution equipment. During the 12-month 
period ending this March, over one 
thousand billion yen (US $3.3 billion) 
will have been spent on improving the 
environment. As a by-product there is 
a bloom in the manufacture of anti- 
pollution equipment. Mitsubishi Heavy 
Industries, the largest single manufacturer 
in this field, have orders on their books 
for the fiscal year 1974 for 88.3 billion 
yen, a sum in excess of the total value of 
all the orders for all other 
companies during the previous 12- 
month period. Side by side with cater¬ 
ing for this burgeoning demand in the 
home market Japanese manufacturers 
have also started exporting advanced 
anti-pollution technology. At this rate 
the manufacture of anti-pollution equip¬ 
ment may well become one of Japan’s 
more important growth industries in the 
foreseeable future. 

oil politics 

In its external activities or relations, 
Japan, both government and business, 
would probably choose to maintain a low 
profile in the’immediate future. While 
the Miki government has agreed to 
participate in the west’s oil-sharing plan 
and the prime minister has indicated 
that his country would contribute to 
the oil conservation strategy of the 
major petroleum importing countries 
by cutting down its consumption by three 
per cent in the course of 1975, the 
Foreign minister, Mr. Kiichi Miyazawa, 
has made it clear that Japan is not 


*The Miki government approved on January I ] 
a budget for fiscal 1975 which raises government 
spending by 24*5 per cent. Public works spending 
will be stepped up by 2.4 per cent, while housing 
loans wilt be liberalized. The Finance minister 
described the budget as neutral in its effect on 
business activity—ED. 
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interested in any confrontation between 
the OPEC countries and their customers 
and that the Japanese government looks 
forward to a solution of the oil price 
issue through consultations and co¬ 
operation between the producers and 
consumers of oil. 

Broadly speaking, official overseas 
economic policy is likely to be geared 
to cultivating commercial or other tics 
with Australia, China, the Persian Gulf 
states and the countries of Latin America 
which are considered to be of increasing 
importance to Japanese business. As 
regards the cast or south-east Asian 
region. Japanese official thinking still 
seems to be in the throes of a reappraisal 
although a year has passed since the 
fiasco of the Tanaka goodwill visit which 
brought to the surface so much anti- 
Japanese sentiment in Thailand and 
Indonesia. The Japanese government, 
however, would still like to cultivate its 
economic association with the countries 
in this region but it is at the same time 
anxious that it should not do anything 
which has the appearance of economic 
penetration. 

the question of aid 

On the question of aid, however, the 
Japanese government seems to be deter¬ 
mined to maintain a positive or even an 
aggressive view of what it considers to 
be right and proper. It is just possible 
that there is even some increase in the 
Japanese interest in assisting economic 
development in east or south-east Asia, 
but Japan may insist more and more on 
aid-receiving countries themselves doing 
much more for improving their own lot 
particularly through stringent population 
control and vigorous food production 
programmes. This should be of some 
interest to our country, especially as 
more than one prominent Japanese, 
influential in the government, besiness 
and public life of his country, have gone 
on record to the effect that they firmly 
believe that the Indian government has 
really no option but to introduce com¬ 
pulsory vasectomy if this country is 
at all to lick its population problem. 
Incidentally, Japan is cutting down its 
rice production by a miiliom tons on 
the grounds of plantiful stocks even as 
Mr T. Mitzukami, president of the 
Japan Foreign Trade Council* is saying 
that a bilateral Japan-US food stocking 
system could be set up as one effective 
method of creating a global food 
stockpile. 

As for Japanese business, the basic 
expansionist urge is very much there, 
particularly with regard to overseas 
trading. Nevertheless there is realistic 
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appreciation of the limitations inherent 
in the situation. The oil-sharing plan, or 
oil conservation, for instance, may impose 
some restraint on Japanese industry, 
which is so overwhelmingly dependent, 
on energy in the form of imported oil. 
Again, the recession in the industrialized 
countries of the west and the sharp shrin- 
kageinthe purchasing power of major 
oil-importing economies have made the 
Japanese realize that the best they could 
hope for in 1975 is for the Japanese share 
of international trade to grow not less 
fast than the aggregate volume of her 
trade itself might increase. 

Mitsu investments 

At the moment, however, neither the 
Japanese government nor Japanese 
business is at all happy about Japan's 
foreign trade being in the red. In the 
period January-October 1^74 the total 
value of Japan's exports had amounted 
only to US $44.5 billion as against 
imports totalling US $51.5 billion. This 
is an imbalance which Japan would 
certainly endeavour to correct in the 
coming year. Here the trading activities 
of the Mitsu group, even in the difficult 
year of 1974, may be briefly noticed as 
an indication of what couid be expected 
if conditions in the new year are even 
slightly more favourable for the expan¬ 
sion of the Japanese economy. During 
1974 Mitsu established the Japan-Peru 
Petroleum Company Limited iff partner¬ 
ship with trading companies and oil 
refineries. This firm concluded two in¬ 
vestments and projects agreements 
related to Peruvian oil and copper 
development projects. Mitsu won a 
contract for supplying Syria with com¬ 
munications facilities on a large scale. 
It is promoting natural gas development 
projects in Northwestern Australia where 
it established the Mitsu Gas Deve¬ 
lopment (Australia) Proprietary Ltd in 
1973. In 1974 this Japanese business 
house joined British and Australian 
interests in initiating the exploitation 
of vanadium deposits in western Aus¬ 
tralia, and in the same year it set up 
the International Agro-Forestry Develop¬ 
ment Corporation in the Philippines. 
The Mitsu group is currently construc¬ 
ting a large chemical complex in Iran 
and has also concluded an agreement 
with Petromin, the Saudi Arabian state- 
owned petrochemical company, for the 
exploration of non-ferrous mineral re¬ 
sources in that country. Finally a US $42 
million contract has been concluded 
for the supply of an ethylene plant to 
Poland. 

At the turn of the year it was reported 
in the Japanese press that Tokyo Shi- 
baura Electric Company (Toshiba), 
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Japan's oldest and second la&gest electrical 
equipment manufacturer, had secured an 
Order for two 55000 kw geo-therma! power 
generators and three 60000 kw water 
power generators from the National 
Power Corporation. The contracted 
price for the entire order was stated to 
be 10.2 billion yen (US $ 34 million) 
and was payable in Japanese currency. 
Fujitsu Limited, manufacturer of tele¬ 
communication and information equip¬ 
ment recently settled a transaction with 
the Spanish government for establishing 
a subsidiary thereto produce electronic 
computer equipment. Aiwa Company, 
a leading producer of tape-recorders and 
home electric appliances, announced in 
the last week of December the acquisi¬ 
tion of a 49 per cent equity interest in 
Atlas Hlectronics Private Limited of 
Singapore. More recently, it was dis¬ 
closed that Sumitomo Chemical had 
signed a joint-venture agreement with 
the government of Singapore to build a 
US$870 million petrochemical comp¬ 
lex. 

Emphasis on protecting or promoting 
overseas sources for its essential imports 
continues to be a strong feature of 
Japanese business policy. Mitsubishi 
Oil Company of Tokyo recently conclu¬ 
ded a transaction with a French firm 
which will supply seven million barrels 
of Indonesian crude oil in exchange for 
$ 17 millions in loans. The French firm 
wilLuse the money for developing a 
new oil field in Indonesia which is 
expected to start producing crude oil 
in June this year. Five Japanese and 
one American firm have recently entered 
into a joint agreement with the Jamaican 
government to expand bauxite and 
alumina production in that country. The 
Japanese companies are , Sumitomo 
Chemical, Nippon Light Metal, Kobe 
Steel, Marubeni and KanematsU-Gosho. 
This marks Japan’s entry into the bau¬ 
xite industry of Jamaica which is the 
second largest producer of bauxite in 
the world after Australia, Talks are 
taking place between Japan and Aus¬ 
tralia on a five-year agreement under 
winch the latter would sell 600,000 
tonnes of raw sugar annually. 

liberal imports 

Lest the USA or the industrialized 
countries of the west might take an 
uncharitable view of Japan’s preoccupa¬ 
tion with exports in the present condi¬ 
tions of the world economy, both 
Japanese government and industry are 
sparing no effort to demonstrate that 
Japan’s import attitudes are being 
liberalized. For instance, the government 
decided recently to liberalize Japan’s 
partially restricted imports of integrated 


circuits (ICs), which ate semi-conductor 
electronic devices used in modern elec¬ 
tronic appliances including computers 
find desk calculators. Earlier/the govern¬ 
ment had liberalized direct foreign capital 
investments in ICs production ventures 
in Japan. It is pointed out that these 
measures mean total decontrol for fore¬ 
ign ICs producers or dealers in pro¬ 
duction or sales in, Japanese territory. 
During the first ten months of 1974 
domestic production of ICs were cf 
the value of 9.2 billion yen and imports 
of the value of 4.4 billion yen, which 
means that, even as it is, imports are 
already of the order of 43 per cent of 
domestic production. Nevertheless, the 
ministry of International Trade and 
Industry is confident that imports will 
not harm Japanese producers who, it is 
claimed, have already attained a level 
of technology or productivity comparable 
to that of the world’s top manufactu¬ 
rers. 

import of technology 

Incidentally it is being stressed that 
Japan’s industry is becoming more and 
more outward looking in its pursuit of 
technological excellence and in this con¬ 
text it has been pointed out by the Science 
and Technology agency that technical 
know-how introduced from abroad is 
tending to be on the increase. There were 
2,450 cases of foreign technology in the 
year ended March 1974. About 80 per 
cent of the know-how brought into Japan 
was in the Class-A category, requiring 
contracts lasting more than one year. Out 
of the contracts in this class, 31.8 per 
cent concerned machinery, 15.8 per cent 
electricity and 13.9 per cent chemicals. 
Again, technical skills connected with 
the textile industry topped the list with 
232 cases of imported know-how. Im¬ 
ports of technical know-how showed 
sharp increases in the case of electronics 
and communications, petroleum plants, 
environmental conservation, Paris fashion 
items and leisure industry. The United 
States was the largest exporter of techni¬ 
cal know-how to Japan, accounting for 
51.2 per cent of Japan’s total purchases. 
It was followed by West Germany, France 
and Britain in that order. Japan’s tech¬ 
nical know-how import payments increas¬ 
ed by 25 per cent in the year ended March 
1974 over the preceding year, while its re¬ 
ceipts from the export of technical know¬ 
how went up by only 18.9 per cent. 

It was mentioned earlier that Japan’s 
exports amounted to US $44.5 billion 
during January-October 1974 and imports 
to US $ 51.5 billion. TKfe exports were 
about equally divided between the deve¬ 
loped countries and the developing coun¬ 
tries, the ratio being roughly 21 : 20, As 


for the imports, the developed countries 
had a somewhat smaller share than the 
developing countries, the ratio here being 
21 : 27. Again, Japan's trade with the 
developed area was very nearly in bal¬ 
ance, white its imports from the develop¬ 
ing area were somewhat larger than its 
corresponding exports. The communist 
bloc is not included in the above cate¬ 
gories. Japan's exports to countries in 
this grouping amounted to US $ 2.9 bil¬ 
lion white imports were valued at US * 
2,5 billion. 

overall trade 

Japan’s total exports during January- 
October 1974 were 52.6 per cent more 
than in the corresponding period of 1973, 
while its imports were 69.2 per cent 
higher. Exports to the Middle East had 
doubted in value and to the communist 
bloc were 95 per cent more. Exports to 
Latin America showed an increase of 85 
per cent and to Australia 81 per cent. In 
the case of imports, those from the deve¬ 
loped countries were only 34.5 per cent 
more, whereas those from the developing 
countries were 116.5 per cent more. Im¬ 
ports from the Middle East showed a 
spectacular rise of 239 per cent, thanks 
to the sharp increase in oil prices, and 
this, in fact, accounted for the rise in the 
aggregate value of Japan’s imports. The 
percentage increase in imports from all 
the other trading areas was lower—in 
most cases substantially lower-4han the 
percentage increase in aggregate imports. 
The Sumitomo Bank Review assesses the 
outlook for exports in 1975 at an increase 
pf 8.6 per cent by volume. It seems highly 
probable that the greater part of this in¬ 
crease would be accounted for by Japan’s 
trade with the Middle East, the commu¬ 
nist bloc, Latin America and possibly 
southeast Asia. 

Perhaps for the first time in many 
years the Japanese people, including the 
business community may not be wholly 
occupied with the problems or the affairs 
of their national economy. More and 
more public attention is being given to 
what may broadly be described as politi¬ 
cal issues. The inglorious exit of the 
former prime minister, Mr Tanaka, who 
was charged with abusing his political 
office or public position for personal gain, 
has brought out into the open the chal¬ 
lenge that political corruption poses to 
clean government. The new prime minis- 
ster, Mr Takeo Miki, owes his elevation 
as much to the image he presents of “Mr 
Clean” as to the fact that factionalism in 
the ruling Liberal Democratic Party 
(LDP) frustrated the efforts of the two 
strongest contenders for the post, Mr 
Takeo Fuktida and Mr Masayoshi Ohira. 
Mr Fukuda has since become the deputy 
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prime minister in Mr Miki’s cabinet and 
Mr Ohira the Finance minister. 

Many unkind things were said about 
Mr Miki when his elevation was announ¬ 
ced. He was described as a bottom-of-the 
hat choice and also as ‘'the odd man in.” 
Humorists have also noted that, although 
he has become prime minister in the clos¬ 
ing weeks of the year of the Tiger, he will 
more appropriately fulfil his destiny in the 
new year of the Rabbit. Nevertheless, 
(here seems to be much quiet confidence 
in the Japanese people themselves that Mr 
Miki may well be what the doctor has 
ordered for the Japan of 1975. In econo¬ 
mic affairs he is expected to work for 
growth with stability and Mr Miki’s own 
concept of what this ought to mean seems 
to be a reduction in the rate of increase 
in consumer prices to 15 per cent by the 
first quarter of 1975 and an annual rale 
of growth of five per cent for the Japanese 
economy for the year as a whole. 

low-keyed reformist 

It is however not in economic affairs 
that Mr Miki himself may feci called 
upon to show his paces. Seen by many 
as a low-keyed, reform-minded conserva¬ 
tive, he may nevertheless get quite tough 
about what may be considered to be his 
priorities as the man chosen to set Japan’s 
social and political house in order. For 
instance, as a dedicated environmentalist, 
he seems to be more serious than most 
Japanese politicians about making and 
enforcing tough anti-pollution measures 
particularly with regard to the prevention 
of the further contamination of Japan's 
land waters by chemical and mineral dis¬ 
charges. He is also reported to be much 
concerned over the fact that major Japa¬ 
nese car manufacturers, such as Toyota 
and Nissan, have succeeded in obtaining 
a delay in the implementation of what is 
recognized to be the world’s strictest 
clean air legislation which has already 
been passed by the Japanese Diet. Smal¬ 
ler automobile manufacturers, such as 
Honda, Toyo (Mazda) and Mitsubishi 
have already incorporated in their vehi¬ 
cles emission controls of the stipulated 
standards for reducing exhaust pollution 
and it is believed that the prime minister 
would soon move to persuade the big 
manufacturers of large-displaccmcnt 
vehicles to follow suit in spite of the 
prevailing depressed conditions in the 
industry. 

Even otherwise Mr Miki seems inclin¬ 
ed to persevere with the proposition that 
big. business must recognize and discharge 
certain large social responsibilities to the 
community. He is keenly interested in a 
move to put tooth into the anti-monopoly 
law, while the Finance ministry is plann¬ 


ing new controls on bank loans to giant 
businesses. Already limits have been set 
for each bank’s outstanding loans to each 
single business firm at equivalents of 
between 20 and 40 per cent of each bank’s 
outstanding paid-up capital and it has 
been firmly stated that the ministry would 
ensure that smaller firms receive a fair 
deal in the matter of bank credit. The 
prime minister is also taking personal in¬ 
terest in curbing speculation in land. 
A new National Land Utilization Law 
has just gone into effect and one of its 
objectives is stated to limit annual 
increases in land prices within a ceiling 
of 10 per cent. 

U is however m the areas of improv¬ 
ing his own party’s public morals and 
reforming election law that Mr Miki will 
be put to the test as the new broom on 
the job—a point which wc in India should 
no doubt be able to appreciate. The 
Home Affairs ministry in Tokyo recently 
announced that a total of 1,373 political 
organisations, including the five major 
political parlies, received a combined 
total of 51.6 billion yen in political funds 
and spent 52.9 billion yen between Jan¬ 
uary and June 1974. It was noted that 
both the income and expenditure figures 
were over double the corresponding 
amounts reported for the comparable 
period of last year. Of the total politi¬ 
cal donations, 30.9 billion yen or 60 
per cent came from unascertained sources. 
The five major political parties received 
44.1 per cent of the total donations and 
among them the ruling Liberal Democ¬ 
ratic Party received more than 64 per 
cent as its share, while the country's 
second largest party, namely the Socialist 
Party, got just 2.6 per cent. Finally the five 
major factions within the LDP received 
donations 2.5 times over the comparable 
figure of a year ago. A major portion 
of the amount was believed to have been 
spent on the candidates of the respective 
factions in the last upper house election. 

political donations 

It is against the background that the 
Miki government is now under pressure 
to revise the existing political donations 
regulation law in order to bring about 
the diminution of the influence or abuse 
of big money in politics and elections. 
The prime minister has been having a 
series of “political dialogues” with op¬ 
position parties on this issue and beyond 
saying that he was planning to reform the 
law governing political donations within 
the next three years instead of five years 
as reported earlier, he has permitted him¬ 
self only the characteristically cautious 
commitment that he will “change what 
can be changed.” On a more personal 
plane, the prime minister promised soon 


after lie took over the office that hfc plann¬ 
ed to publicize his personal assets al¬ 
though he had indicated that he would 
not himself bring pressure to bear on 
his colleagues in the cabinet to do like¬ 
wise. 

It would however be wrong to suppose 
that the Japanese are becoming an unduly 
serious people all of a sudden. There are, 
for instance, the sprightly officials of the 
Mitsubishi Corporation's headquarters 
in the Marunouchi office district in Tokyo, 
who arc loudly complaining that the 
skirts of office girls arc becoming longer 
and longer. Although this trend may 
have brought some cheer to Japan’s 
depressed textile industry, it seems to 
have fallen as a heavy pall on male spirits 
in Tokyo’s busy business area. Accord¬ 
ing to a women’s wear section of a lead¬ 
ing Tokyo department store mini sales are 
now three against seven of midis and 
longs, with even the so-called minis now 
come down to the knee. 

“host club” 

Much more than clothing seems how¬ 
ever to be in retreat where the new 
mood or mores of a new genera¬ 
tion of Japanese women is concerned. 
A prominent Tokyo newspaper has 
written about the growing popularity of 
what was until recently a novelty in Japan’s 
entertainment world, namely, the “host 
club.” This is an establishment which 
provides Japanese women with male hosts, 
who turn on charm, open doors, light cig¬ 
arettes, hold chairs” and in general mini¬ 
ster all those various delicate or delicious 
attentions which the female heart yearns 
for but does not always get in the regular 
routine of married life. Although most 
Japanese women go along with recogniz¬ 
ing the privileges of masculine primacy, 
such as wives accepting rather than com¬ 
plaining about their husbands’ late night 
carousing, more and more of them, in¬ 
cluding especially a growing tribe of 
business women, often earning as much 
good money as business men, arc now 
stated to be having their own back on a 
male-dominated society or a male centr¬ 
ed family by taking themselves to a host 
club as a pleasant way of having a night 
on the town. The more well-healed cus¬ 
tomers are stated to be writing cheques 
running over 100,000 yen for a few hours’ 
evening entertainment but the host clubs 
do not have to depend on such big spenders 
alone. Many middle class housewives, 
being fed up with or even resenting the 
traditional attitudes of Japanese husbands, 
as well as single girls working in offices 
or shops and desiring to experience some 
romance even if they have to pay money 
for it* are reported to be providing the 
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host clubs with their br$ad-and-buttcr 
business. 

The male personality, however, may 
still have plenty of life left in it. I have 
written at the outset about hosts of 
Japanese young men hying out of Tokyo 
for their New Year holiday. On the eve 
of this holiday exodus, the Japan Travel 


Bureau estimated that a record number 
of 130,000 persons (10 per cent more than 
the number a year ago), mostly young 
people* would be making trips abroad 
during the period from Christmas Day to 
January 3. It also said that some 70,000 
of these people were expected ^to go to 
countries in southeast Asia. Although 


more and more Japanese young men are 
tending to take their young wives with 
them when they go abroad, it may safely 
be assumed that a high proportion of this 
70,000 were temporarily unattached males 
who would have had a thing or two to 
tell their women when they got back home, 
host club or no host club. 

(7b be concluded) 
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The oil “miracle” in 

the Gulf 


Jossleyn Hennessy 


Bahrain 

Amir H.H. Sheikh Isa Bin Sulman Al- 
Khalifa 

Exchange Rates 0.92 Dinar-* £1 
(£t -US $2.33) 

The (JENfrai. election and the first 
meeting of the 42 members of the Na¬ 
tional Assembly in December, 1973, end¬ 
ed two centimes of hereditary rule. The 
new Assembly is not wholly elected (12 
members, arc appointed cabinet ministers) 
and the Antir still remains the ultimate 
authority. Bahrain declined the chance 
to join the United Arab Emirates in 
1971 and instead has concluded many 
agreements with the other Gulf States. 
An extensive economic and cultural pact 
with Kuwait was signed in June, 1973, 
which was designed to lay the foundations 
of a Gulf Common Market, and in April 
this year Bahrain, Oman, Qatar and the 
United Arab Emirates approved plans 
to set up a joint shipping company. 

Moreover, the Government followed the 
line taken by other members of the 
Organisation of Arab Petroleum Export¬ 
ing Countries (OAPFC) during the Octo¬ 
ber war by reducing its crude oil produc¬ 
tion and banning exports to Holland and 
the United States. Oil production began 
in 1932 but has remained relatively small, 
in 1973, it amounted to 3.4 million met¬ 
ric tons, i.e., only 0.2 per cent of the 
Middle East total. Moreover, output has 
been generally declining in recent years. 
In August, 1974, production totalled 0.28 
million metric tons, 3 per cent down on 
August, 1973. However, the escalation in 
oil prices has greatly outweighed this 
decline in volume. Oil revenues for 1974- 
75. were originally estimated at BD33.7 
million but have been revised upwards 
and are now put at BD70 million, more 
than six times the receipts for 1973- 
74. In line with the substantial increase 
in oil revenues, budgetary expenditure 


has been raised from an original toBD35.5 
million to BD70 million: most of the in¬ 
crease is to go to development. Neverthe¬ 
less, a surplus of income over expendi¬ 
ture of some BD19 million was still ex¬ 
pected in 1974. 

The Bahrain Petroleum Company 
(BAPCO) holds the concession covering 
all the land and certain offshore areas 
until 2024. In the past the government 
had rejected participation agreements 
on the grounds that domestic production 
was too small, but recently there has 
been a change of policy and in Septem¬ 
ber it was reported that an agreement 
had been reached with BAPCO giving 
the state a 60 per cent share of oil pro¬ 
duction. 

future developments 

However, future developments cannot 
be based on domestic oil production, 
because present reserves are likely to last 
for only another 20 years, unless there 
are major new discoveries. Accordingly, 
the government activity encourages eco¬ 
nomic diversification. One example is the 
BAPCO oil refinery, one of the largest 
in the Middle East with a present capacity 
of 36,720 metric tons per day, around 
70 per cent of which is piped from Saudi 
Arabia. The $62 million, 6,800 metric- 
tons per day, desulphurising unit which 
came on stream in 1973 has proved a 
valuable addition to the refinery. Ano¬ 
ther major industrial development is the 
large aluminium smelter plant, operated 
by Aluminium Bahrain (ALBA) on Sitra 
Island, described as one of the most 
successful industrial ventures in the Mid¬ 
dle East. In February 1974, the govern¬ 
ment increased its holdings in ALBA to 
40.4 per cent and an agreement was sign¬ 
ed recently to supply aluminium to China. 
The plant uses Australian alumina and 
has recently reached full production of 
120,000 metric tons a year. Power is pro¬ 
vided by natural gas from the large de¬ 


posits of the Khufffield. Gas reserves arc 
sufficient for at least 80 years and it is 
hoped that they will form the basis for 
further industrial development. The 
other main industrial centre is in the 
free-trade zone near the main port of 
Mina Sulman. Industries include flour, 
fishing, paper products, plastics, light 
engineering and ship repairing. A major 
stimulus to the economy will be provided 
by the BD47 million O A PEC-financed 
dry dock project which, after some set¬ 
backs, received final approval in June, 
1974. The dock will initially be able to ac¬ 
commodate ships up to 275,000 tons, but 
there are plans to expand the capacity to 
500,000 tons. A start has been made on 
the project to be completed in 1977. The 
dock will not only provide direct employ¬ 
ment for some 3,000 men, but it will also 
necessitate the expansion of many ancil¬ 
lary industries. Port and airport facilities 
are being expanded in hopes that the 
state will become a major middle cast 
transit centre. There arc plans for a 
causeway link with Saudi Arabia. 

business centre 

With an efficient communications 
network and no income tax or exchange 
controls, Bahrain is becoming increasingly 
important as a business and financial cen¬ 
tre in the Gulf. During 1973 bank depo¬ 
sits increased from BD78 million to BD96 
million, and by early 1974 thirteen foreign 
banks were operating in the country. While 
the value of non-oil exports remained rela¬ 
tively unchanged last year at BD32 million, 
imports rose by 28 per cent to BD128 mil¬ 
lion. However, when account is taken of 
oil exports, invisible earnings and capital 
inflows, a payments surplus was probably 
achieved. The one real cause for ccta&rn is 
the rise in the cost of living (estimated at 
30 per cent last year) and its effects* 
which the government is tackling by mea¬ 
sures including subsidies on food and 
other essential items, reductions in dec- 
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tricity charges, wage increases, and con¬ 
trols on essential imports. 

United Arab Emirates 

(Abu Dhabi. Dubai, Sharjah, Ras Al- 
Khaimah, Fujairah, Umm, Al- 
Quaiwain, Ajman) 

President H.H Sheikh Zayed Bin Sul¬ 
tan Al-Nahayan 

Vice-President H.H. Sheikh Rashid Bin 
Said Al-Maktoum 

Exchange Rate 9 27 Dirhams £1 
(£l-US $2.33) 

The United Arab Emirate 4 ', a federa¬ 
tion of seven Emirates in the lower Gulf 
previously known as the Trucial States, 
became a sovereign independent state in 
December 1971. Sheikh Zayed of Abu 
Dhabi heads a Supreme Council, compri¬ 
sing the rulers of the other six Emirates, 
which meets at least twice a year to discuss 
matters of mutual interest. In its first two 
and a half years, the federation has firm¬ 
ly established a role for itself in world 
affairs and has made cautious progress 
towards integration between the 
states. 

Fuelled by finance from the oil-rich 
Emirates, particularly Abu Dhabi, econo¬ 
mic and social development has been go¬ 
ing rapidly ahead and the commercial and 
legal conditions are generally favourable 
to the growth of trade and investment. 
Partly in order to assist integration, roads 
are being built, and air and sea port 
facilities extended. Growth has revealed 
the shortage of skilled manpower in 
the Emirates, which are heavily depen¬ 
dent on expatriates' services. Importance 
is therefore attached to improved educa¬ 
tion. 

Development priorities arc reflect¬ 
ed in the expenditure allocations in the 
1974-75 federal budget. Total expendi¬ 
ture envisaged amounts to UD692 million, 
compared with UD510 million in 1973-74. 

In May, 1973, the UAE introduced its 
own currency* the Dirham, to replace the 
Bahraini Dinar and the Qatar/Dubai 
Riyal, which had previously circulated in 
the Emirates. Later in the year, a UAE 
Curtency Board was established to direct 
financial affairs and issue currency. With 
the backing of oil revenues, the currency 
is strong and a UD30O million loan to 
the World Bank was granted in May, 
1974. 

That there arc now 65 banks in the 
federation, and several more about 
to open, reveals the development of 


the UAE as a banking and financial 
centre. 

Abu Dhabi 

Ruler H.H. Sheikh Zayed Bin Sultan 
Al-Nahayan 

The largest of the Emirates, Abu 
Dhabi has been dramatically transform¬ 
ed by the discovery of oil in 1958. From 
a small fishing community it has be¬ 
come the richest country in the 
world, with a per capita income 

of around $27,000. Because of pro¬ 
duction and price increases income from 
oil rose to $1035 million in 1973 and was 
forecast to read* $3,172 million in 1974. 
Production of the high-quality crude has 
been expanding rapidly, rising by 24 per 
cent in 1973 (despite politically motiva¬ 
ted production cuts in the last quarter) 
to reach 62.5 million metric tons. Revenue 
also rose because of the increase in oil pri¬ 
ces: posted prices more than quadrupled 
in 1973. Receipts were expected to rise 
further after the conclusion of negotia¬ 
tions in September with the international 
oil companies on a 60 per cent state-par¬ 
ticipation agreement. Attention is also be¬ 
ing given to the natural gas resources. 
A feasibility study of the processing 
and marketing of associate gas from the 
oil fields is to be carried out, and work 
has been started on a$300 million liquefa¬ 
ction plant on Das Island which will pro¬ 
duce about three million Ions of gas a 
year, most of which will be exported to 
Japan. The liquefaction plant will form 
part of a $9,000 million LNG chain in¬ 
cluding the commissioning of suitable 
tankers and the creation of terminal 
storage and distribution facilities in 
Japan. 

Since the successful completion of a 
five year Plan in 1972, there has been no 
formal long-term attempt at co-ordinated 
development. Planned expenditure in the 
development budget for the 1.974-75 fis¬ 
cal year totals lifM.500 million, of which 
UD92.7 million is allocated for health, 
UD299.2 million for industry, electricity 
and water, and UD89.2 million for com¬ 
munications. Development has so far con¬ 
centrated on an adequate infrastructure. 
Communications have received priority; 
a tarmac road between Dubai and Abu 
Dhabi has been completed, main arterial 
roads have been constructed in the town 
of Abu Dhabi and a study is being carri¬ 
ed out for a new airport. The extension 
of welfare by schools, hospitals and low- 
cost housing has been planned. Substan¬ 
tial financial aid is given to the 
other Emirates and Arab nations, some 
of it being channelled through the Abu 
Dhabi Fund for Arab Economic Develop¬ 
ment, the capital of which, has been in- 
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creased to $500 million to allow loam 
be made to developing countries in Africa 
and Asia. Reflecting Abu Dhabi's pros- ,v 
pentv, imports, principally construe-; 
tion material, machinery, transport 
equipment and other capital goods, rose > 
from UD758 million in 1972 to UDl,0J9i 
million in 1973; more than a quarter came; 
from the United Kingdom, However, in 
contrast with Dubai, only some 2.5 per > 
cent of imports arc re-exported and thus 
oil exports are almost the only source of 
foreign exchange. 

Sheikh Zayed, aware of the risks of 
overdependencc on oil, is trying to diver¬ 
sify the economy. A number of new oil- 
based industries are planned but, outside 
oil, the main economic activity has been ; 
in construction where, despite rising costs ! 
(inflation is running at 30/50 per cent per 
annum) and labour shortages, the boom ; 
is expected to continue for at least another 
two or three years. Work has begun on a ; 
cement plant and another planned. Talks 
have been held about the possible esta- i 
blishment of a steel plant. The develop- | 
ment of a modern fishing industry is an- | 
other possible source of foreign exchange | 
and there are hopes of building up a $ 
tourist industry. 

Dubai | 

Ruler H.H. Sheikh Rashid Bin Said 
Al-Maktoum 

In comparison with other feulf states, 4 
Dubai is but a small producer of oil; the 
only source of revenue at present is the \jj 
Fateh field, where oil was found in 1966. ■■■■j 
However production has been steadily in- 1? 
creasing, and reached 11 million metric 
tons in 1973, Moreover, the discovery §f 
of a second field in 1970 will permit ; j 
further expansion. As yet there has been \ 
no official attempt to copy the parlicipa- 
I ion negotiations of the other Arab prodtt- ? 
cers; however, the state has benefited 
from the large increases in the posted 
price of crude oil and revenues were expect- i 
ed to increase from 8165 million in 1973 to <;■: 
$576 million in 1974, All the associated | 
gas from the oilfields is at present flared v 
olT, but an agreement to exploit the gas .j 
resources has recently been signed. , 

Partly as a result of lh- free atmos- i 
phere due to its longhistory as a trading ■[ 
nation, Dubai is fast becoming the centre ' 
for the oil servicing industry for the ( 
southern coast of the Gulf. Latfc of ; 
adequate dry-dock facilities for large ! 
oil tankers and the potential business 
that can be expected from the develop¬ 
ing fleets of the Arab world has led to ; ; 
the current construction of a missive 
dry-dock and ship-repair complex, esti¬ 
mated to cost $91 million. 

The oil income is regarded as a wel- 
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t come bonus further to establish Dubai as 
a trading, banking and industrial centre, 
i Trade is the traditional source of wealth 
and the current economic boom conditions 
are reflected in the growing value of 
imports. In 1973, imports increased by 
almost 60 per cent to reach UD2,34I mil¬ 
lion, 12 per cent of which came from the 
United Kingdom. The state is the lead¬ 
ing entrepot centre in the Gulf; imports, 

: four-fifths of which are re-exported, are 
primarily consumer goods but imports of 
machinery and building materials are in¬ 
creasing rapidly. 

Prospects for trading and industrial 
development will he further improved by 
the decision to make Dubai a free port, 
at a cost of some $1,(XX) million. The 
capacity of Port Rashid, only completed 
in 1972, is to be trebled at a cost of £65 
million and two free industrial zones are 
to be established close to the port. One 
will be for storing, transferring and re¬ 
exporting goods and will cater for light 
industrial development. The other is to 
be for heavy industry: a £33 million na¬ 
tural gas plant, an oil refinery, a steel 
mill, a £26 million cement plant arid two 
new power stations are planned. 

Sharjah 

Ruler h.H. Sheikh Sultan Bin Moham¬ 
med Al-Qasimi 

The third largest of the Emirates, 
with a population of 60,000, Sharjah has 
just become an oil producer. In early 
1974, production began from the Abu 
Musa. oilfield, owned jointly with Iran, 
and output should now be running at 
the rale of almost 10 million 
metric tons a year. A development plan 
is being drawn up, and a $50 million 
Eurodollar loan has been obtained to 
cover the period until the oil revenues 
build up. However, substantial develop¬ 
ment, principally improvements in com¬ 
munication and infrastructure, has al¬ 
ready taken place with the assistance of 
Abu Dhabi. Industry is small at the 
moment but the present harbour is to be 
extended at a cost of £21 million, a 
cement plant is to be built and a fish 
processing plant is already in operation. 
The development of agriculture holds 
good prospects, and opportunities to pro¬ 
vide for visitors to the Gulf led to the 
opening of a UD40 million hotel in May. 

Ras Al-Khaimah 

Ruler H.H. Sheikh Saqr Bin Moham¬ 
mad Al-Qasmi 

Although exploration continues and 
hopes of success are high, oil has not yet 
been found in commercial quantities. 
Nevertheless, with an area of 650 square 
miles and a population of 50,000, there is 
a substantial potential for development. 
In particular, foreign exchange earning 


from agriculture and fi&Jiiag, which form 
the basis of the economy, could be consi¬ 
derably expanded. In addition, there is a 
small marble quarrying industry and a 
cement plant is about to open up. Deve¬ 
lopment has been concentrated on public 
utilities; power and water supplies have 
been provided, port facilities have been 
built and an airport is beingconstructed. 

Fujairah 

Ruler H.H. Sheikh Hamad Bin Moham¬ 
med Al-Sharqi 

With an area of 60 square miles and 
a population of 10,000, Fujairah is sepa¬ 
rated from the West Coast oil states by 
the Oman mountains and little of the 
oil Emirates* wealth hits filtered through. 
Communications are the biggest problem. 
However, work has started on a road 
through the mountains, which is due to 
be completed by the end of 1975. The 
development of the fisheries, which with 
agriculture forms the mainstay of the eco¬ 
nomy, is the main hope for expansion; 
as yet no oil has been found. 

Umm ALQaiwain 

Ruler H.H. Sheikh Ahmed Bin Rashid 
Al-Mualla 

Oil concessions have been recently 
awarded to four companies for explora¬ 
tion and production in offshore areas. 
The only present source of income for the 
5.000 inhabitants is fishing and the State 
is being considered for the location of an 
industrial fishing project. Good road 
communications exist with the rest of the 
Emirates and a power station has been 
built. 

Ajman 

Ruler H.H. Sheikh Rashid Bin 
Huinaid Al-Nuaimi 

Ajman is the smallest of the seven 


Emirates, comprising 300 square miles of 
fragmented land with a population of 
5,G00. Fishing is virtually the only source 
of income. In early 1974, the union allo¬ 
cated £1 million for the construction of 
sea walls to protect the fishing port from 
silting up. As yet, no oil has been dis¬ 
covered, but a hydrocarbon exploration 
and production concession has recently 
been awarded to an American com¬ 
pany. 

British exports to the Gulf states 
have expanded considerably in recent 
years. Whereas in 1967 total exports 
amounted to some £52 million, they total¬ 
ed £185 million in the year ending August 
1974. The major market for imports is in 
the United Arab Emirates (mainly Abu 
Dhabi and Dubai) which account for some 
37 per cent of current exports followed 
by Kuwait (23 per cent), Oman, Bahrain 
and Qatar. A large proportion of UK 
exports comprises machinery and trans¬ 
port equipment; other main exports 
are manufactured goods, chemicals and 
foodstuffs. Given the vast increase in oil 
revenues and associated development pro¬ 
jects underway in the Gulf, there is con¬ 
siderable scope for a further expansion. 
Why are no Indian exporters reported to 
be exploring the market? 

Sources and acknowledgements: This 
is the second of two articles summarising 
reports on the fantastic develop¬ 
ments in the Gulf States, following the 
Arabian “oil miracle” issued by the 
Barclays Bank Economic Intelligence 
Unit (54 Lambard St., London EC. 3P: 
3AH), But the E1U is responsible neither 
for the emphasis of my summary not for 
my interspersed comments based on a 
variety of sources. 
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Mr Kuldip Nay ar, writing 

in The Statesman of January 15, informed 
us that the prime minister was greatly 
worried that our soil might not be pro- 
ductive enough to sustain a population 
of one billion by the end of this century. 
I hope this does not mean that Mrs Gandhi 
is planning to stay in her present office 
for the next 25 years. In any case age of 
course need not necessarily be a bar to 
such ambitions since she will be only 82 in 
the year 2000 A.D. — and the world has 
known of presidents or prime ministers 
who had chosen to be in harness at an 
age even riper than this. The Nehru family 
has repeated itself twice in the govern¬ 
ment of this country, the first time as a 
saga and the second as a sequel. A sequel, 
normally, should not outrun the main 
story. In any case one should have thought 
that the prime minister has more to con¬ 
cern herself with about the next 25 months 
than with the next quarter of a century in 
the matter of food and population. 

It seems to me that, if our government 
could manage to assure minimum food at 
reasonable prices for 580 million people in 
1975, we need not despair of a government 
in 2000 A.D. being able to feed a popula¬ 
tion even about twice that number. Time. 
1 am convinced, is more on the side of the 
human race than against it. If this were 
not so, the steel age would not have suc¬ 
ceeded the stone age, nor the atomic age 
the age of conventional electricity. Given 
sufficient time, mankind will always 
manage to solve its problems. Trouble 
arises only when the mere politician creates 
problems which he then finds he cannot 
solve within the time available to him. 
In any case it could surely be argued that 
what Mrs Gandhi should really be asking 
herself is whether India should at all have 
a population of one billion by 2000 A.D,, 
not whether the Indian soil would be able 
to support it after it has grown to that 
size. 

I am not saying that 

there is no need for us to take thought of 
the morrow in respect of the fertility of 
the soil or indeed of natural resources in 
their myriad forms, but I should certainly 
think that it is even more important that 
wc should pay some attention to making 
the best use as of today of the natural 


resources currently available to til “What 
has posterity done to me that I should do 
so much for posterity. 0 This is not, as 
so many so readily assume, a selfish view 
that the present may be tempted to take 
of the future. On the contrary, the imagi¬ 
nation and effort, the human ingenuity, 
skills and energy exercised in improving 
the circumstances of our living in its 
current context help also to build a better 
and still better world for a scries of succes¬ 
sive tomorrows. It is only generations 
which fail to fend for themselves properly 
in the limes they happen to live in that arc 
unduly worried about their place in history 
whether in terms of the past or of the future. 

As with every creative 

resource land is not exhausted by what is 
taken out of it for it is also replenished with 
what we are put ling into it. It is or must be 
a matter of common knowledge that some 
of the poorest soils in the world arc those 
which have never borne a crop for the 
simple reason that they arc too poor to 
bear one. It is equally well-known that 
some of the most fertile soils in the world 
arc those which have been continuously 
encouraged to yield richer and yet richer 
crops. What matters then is how mail 
tends the soil, and if the prime minister is 
worried about the soil being impoverished, 
she should be sitting up and taking notice 
of what is happening here and now than 
inflict on herself frightful visions of how 
the country may fare after 25 years have 
passed and the population has added an¬ 
other 400 millions to itself. 

Years before Mrs Gandhi came into 
the government there were agricultural 
experts and officials in the administration 
who, for instance, were talking about cow 
dung or green manure. It was reported 
recently that a 1JS tirm had won a contract 
for shipping processed cow dung to the 
Persian Gulf states where this material 
would be used to build soil fertility into 
wastes of sand where no crop has ever 
been grown. Last year, when the oil 
crisis and the consequent squeeze on 
chemical fertilizers came to the lore, some 
of us thought that an effort would at last 
get under way to mobilize the resources 
of organic manure in our country. Per¬ 
haps it would be more profitable for 
the prime minister to ask why this is not 
being done in the context of the current 


MOVING 

FINGER 


needs of our country reth'ee lliii; write 
Cassandra notes On Offici alfites~about {and .[ 
letting down naan in or about the ye^r '■ 
2000 AD. , . T. ? 

Is it not about time that 1 

Mr D.P. Dhar should start packing ; 
his bags? There are rumours, however, i 
that he may not after all be catching a 
plane to Moscow, It wav known of course 
that he was less than enthusiastic about 
the Kremlin in his future. What is new ■ 
is that he is reported to have renewed his 
efforts to make the prime minister to see 1 
it his way. Whether he would succeed 
remains to be seen but. if he does not, it 
may not be for want of arguments, No¬ 
body can deny surely that he has an im¬ 
mense nat ive capacit y for polit ics and few 
will doubt cither that the prime minister 
has or soon will have use in domestic 
politics for a man of his special or particu¬ 
lar talents. 


Incidentally and in fairness to Mr 
Dhar, who agreed to be Planning minister 
and Mrs Gandhi, who appointed him to 
that office, I must confess that I was one ! 
of those who did think that he could be l 
the answer to the maiden-aunt prayers of j 
Yojana Bhavan. Which reminds me of the 1 
meeting I had witli him soon after he be- J 
came Planning minister. He was gracious i 
enough to ask me what 1 thought the J 
Planning Commission could do to build 
up public interest in planning. I said that $ 
it would perhaps be a good idya to have . 
something to sell and then go out and sell 
it. It seems to me that Mr Dhar, however, 
started selling before he had anything to ■ 
sell and that, when he did so, he attempted , 
to sell not planning or even any particular 
five-year Plan but just himself. 


A Larsen and Toubro 

advertisement reminds us that, before the 
ancient Indians invented the zero, there 
was nothing. Could it be that the zero 
nevertheless remains a mystery to some of 
the present-day descendants of its original 
inventors? Or is it the case that, since 
our forefathers had invented the zero, wc 
have a legal light to play with it? In 
The Hindustan Times of January 18 there 
was a PTI report on the enlargement of the 
IMP ‘oil facility.’ The caption given to 
it at the editorial desk was “IMF provides 
$101 billion as ‘oil facility’. 0 The 
amount seemed too good to be true. I 
admit that the OPEC countries are being 
more generous than many have ventured 
to hope, but to assume thut they would 
pledge about 20 per cent more than 
their annual surplus of petrodollars 
is surely not reasonable. Actually, 
as the report it¬ 
self made it dear, 
the sum was only 
$1.1 billion. 
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RBI Directive to Non- 
Banking Companies 

For .the information of 
non-banking institutions, their 
auditors and finance brokers, 

, the Reserve Bank of India has 
explained the implications of 
some of the important provi¬ 
sions of the Reserve Bank of 
India (Amendment) Act 1974. 

The term ‘deposit’ the RBI 
as clarified, includes, and was 
deemed always to have inclu¬ 
ded, any money received by 
a non-banking institutions by 
way of deposit or loan or in 
any other form, but does not 
include money raised by way of 
share capital or contributed 
as capital by partners of firms. 
The definition of ‘financial 
institutions’ has been ampli¬ 
fied so as also to include 
institutions conducting prize 
chits and/or conventional 
chits but to exclude industrial 
and trading concerns. It is 
statutorily obligatory on the 
part of the auditor of a non¬ 
banking institution to inquire 
whether or not it has furnished 
to the Reserve Bank returns 
or other information required 
to be furnished under the 
directions issued by the Bank 
and, if any institution has 
failed to do so, to make a 
report to the Reserve Bank 
giving the aggregate amount 
of deposits held by the insti¬ 
tution. A new section makes 
U compulsory for brokers to 
disclose full particulars and 
information relating to non¬ 
banking instil ution on whose 
behalf they are canvassing for 
deposits. Moreover, without 
the written authority of the 
non-banking institutions con¬ 
cerned, brokers are prohibited 
from so canvassing for 
deposits. 

The advertisements issued 
by sharc/in vestment /finance 


brokers in newspapers solici¬ 
ting deposits on behalf of 
non-banking companies on 
attractive terms, besides offer¬ 
ing incentives, free gifts, etc., 
often merely contain statement 
like “write for free catalogues 
as per Reserve Bank directi¬ 
ves ” and “particulars as per 
Reserve Bank directives 
will be supplied on request”; 
they do not give full particu¬ 
lars in respect of individual 
companies as required under 
the Reserve Bank directions. 
Such advertisements would be 
illegal and would attract the 
penal provisions prescribed in 
this behalf. 

Dock Strike Called Off 

The port and dock workers 
called off their four-day-old 
strike on January 20 after an 
agreement was reached by 
their leaders with the minister 
for Transport and Shipping, 
Mr KamalapatiTripathi. 

The workers will get an 
interim relief of Rs 120 a 
month for the period January 
1 to July 5, 1974. For the 
period July 6 to December 
31, 1974, the interim relief 
will be Rs. 100. 

They will be paid an inter¬ 
im relief of Rs 50 a month 
from January this year which 
will be subjected to the ad¬ 
ditional emoluments compul¬ 
sory deposit scheme. 

The union leaders agreed 
to accept a lump sum payment 
of Rs 300 per worker for 1974. 
Out of this up to Rs 120 for 
the period from January to 
July 1974 will be paid in cash, 
The rest will be subjected to 
the additional emoluments 
compulsory deposit scheme, 

The government has accep¬ 
ted the demand of the workers 
that the proposed wage revi¬ 


sion should be effective from 
January 1, 1974. 

DA for Central Staff 

The government and re¬ 
presentatives of central staff 
have reached an understanding 
on payment of three of-the 
five instalments of dearness 
allowance due to the employe¬ 
es. The agreement was reach¬ 
ed after talks between the 
Agriculture minister Mr. 
Jagjivan Ram, and the Confe¬ 
deration of Central Govern¬ 
ment Workers and Employees. 
Arrears of the three instalments 
of DA which fell due on June 
I, July 1 and September 
1, 1974. accruing till Decem¬ 
ber 31, 1974, will be deposi¬ 
ted in the general provident 
fund account ofeach employee 
for six months, until June 
30, 1975, after which the 
employees will be free to with¬ 
draw them. 

From January 1, 1975, the 
recurring payments of these 
three instalments will be made 
in cash after putting 50 per 
cent of the additional amount 
in the compulsory deposit 
account. 

As regards the instalments 
which became due on Novem¬ 
ber 1 and December 1, the 
mode of paying them will be 
discussed by the government 
with the Confederation on 
March 15 together with the 
question of revision of wages 
in terms of the third Pay 
Commission’s recommenda¬ 
tions. The Confederation has 
withdrawn the agitation by 
central employees. The bur¬ 
den of three instalment on 
the Exchequer is expected to 
be over Rs 90 crores. The 
decision represents a compro¬ 
mise and will stagger the 
burden on the Exchequer. 

Symposium on Data 
Processing 

The French Technical 
Co-operation Agency, ACTIM, 
in collaboration with the De¬ 
partment of Electronics, go¬ 
vernment of India, is organi¬ 
sing a four-day symposium 
on electronic data processing 
at the Institution of Engineers 
Aiifitorium, New Delhi, star¬ 
ting on January 28, 1975. 

At the symposium apart 


from presenting several papers, 
leading french experts will be 
discussing on various topics 
relating to data processing and 
on projects in which France 
has developed considerable 
expertise. An important as¬ 
pect of the symposium is that 
substantial time allocation ha* 
been made for in-depth dis¬ 
cussions on topics of interest 
between the French experts 
and their Indian counter¬ 
parts. 

Among the Indian invitees 
is a wide ranging cross section 
of electronic data processing 
experts drawn from the public 
and private sectors as also 
from the different ministries 
and departments of the go¬ 
vernment of India. The French 
delegation, in addition to 
experts from the various go¬ 
vernment departments also 
has representatives of several 
leading manufacturers such 
as CU, Schlumberger, 
Logabax, Sintra etc. who 
will be presenting papers and 
discussing the possibilities 
of commercial manufacture 
and use of e.d.p. components, 
sub-systems and systems as 
also the prospects of manu¬ 
facture of their products in 
our country. 

Quick Estimates of Na¬ 
tional Income: 1973-74 

The “quick” estimates of 
national income for the year 
1973-74 at constant (1960-61) 
prices, prepared by the Cen¬ 
tral Statistical Organisation 
show an increase of 3.1 per 
cent over the previous year 
against a fall of 0.9 per cent 
in 1972-73 over 1971-72. The 
net national product (national 
income) for India in 1.973-74 
is estimated at Rs 19,724 
crores at 1960-61 prices 
with a per capita income of 
Rs 340.1. The “quick” esti¬ 
mates are based upon the latest 
available data of agricultural 
and industrial production for 
1973-74. 

There has been an increase 
of 6.4 per cent in the in¬ 
come from agricultural sector 
in 1973-74 over 1972-73 which 
is mainly due to a substantial 
rise in food production dur¬ 
ing r 1973-74’ (6,6 million 
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tonnes) as compared with 

1972- 73. There his, however, 
been an appreciable fall in 
income from sectors like 
forestry and logging (3.7 
per cent), construction (6.1 
percent) and railways (U.3 
per cent). The overall in¬ 
crease in the national income 
has thus been reduced to 3.1 
per cent. 

'the per capita income 
has increased from Rs 337.4 
in 1972-73 to Rs 340.1 in 

1973- 74 at constant (1960-61) 
prices thus registering a rise 
of 0.8 per cent in 1973-74 
over 1972-73. In 1972.73, on 
the other hand, there has been 
a fall of 3.2 per cent in per 
capita income. 

At current prices, the 
“quick*' estimates of net na¬ 
tional product (national in¬ 
come) for India stand at Rs 
49.290 crorcs in 1973-74 
giving a per capita income of 
R$ 349,8. The per capita 
income at current prices in 
1971-72 and 1972-73 are Rs 
660.6 and Rs 698,2 respecti¬ 
vely. 

A statement giving the 
estimates of net national 
product at current and cons¬ 
tant (1960-61) prices by indus¬ 
try of origin for the years 
1973-74 and 1972-73 is given 
in the Records and StnMstic'. 
section here. 

Fall in Exchange 
Reserves 

The foreign exchange 
reserves recorded a sharp 
decline of Rs 132 crores at 
the beginning of the year, 
mostly on account of pay¬ 
ments for food imports. Des¬ 
pite the uptrend in exports, 
the trade deficit widened to 
Rs 337 crores in the first seven 
months (April-October) of 
1974, the period for which 
official data are available. 
The sharp fall in foreign ex¬ 
change reserves has occurred 
despite large drawings from 
IMF totalling Rs 550 crores 
in 1974. India borrowed 200 
million SDRs (Rs 93 crores) 
from the IMF’s three-billion 
SDR. oil facility in 1974 agai¬ 
nst her entitlement of over 
500 million SDRs. The Fund 
has agreed to recievc requests 
for more purchases under last 


S ar’s facility until February 
!, 1975. 

Indo-Pak Shipping Pact 

India and Pakistan signed 
an agreement on January 15 
paving the way for the resum¬ 
ption of direct shipping ser¬ 
vices between the two count¬ 
ries after a decade. The two 
countries have agreed to take 
steps to withdraw from Feb¬ 


ruary the restrictions on the 
entry of marchant vessels to 
each other's ports. Cargo 
between the two countries 
is to be carried on the prin¬ 
ciple of equality, both in 
regard to cargo liftings and 
freight earnings, on an anuual 
basis. Also, vessels of either 
country would load only such 
cargo as is destined for the 
Other. The vessels of either 


country, their crew and cargo | : 
are to be given the must- ,f ; 
favoured nation treatment 
in regard to their entry, stay, > 
loading and unloading ofcargo 
and passage out of the ports. ■ 

Trado Delegrtion to 
Pakistan 

An eight-member Indian 
team, led oy Mr Y. T. Shah, 
Commerce secretary, left for : 
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From National 
to Grindlays 

and a few facts in-between. 


_}? dessert today I tasted for the first time bananas; the 

flavour is very much that of an overripe jargonella pear”, 
Robert Orr Savvers, later founder and manager of The 


National Bank of India 
out fo India in 1861 
kept dia 'On. 


. wrote in his diary when he came 
It was an age when Englishmen 



Calcutta was the seat of the Government, the change to 
Delhi coming many years later. The city must have 
immensely impressed Mr Suwers. An entry in his diary 
speaks of the “spacious and handsome’ 7 buildings and 
that “the maidan or public promenade is splendid—quite 
another Hyde Park in size and style? 

In 186? he headed The Calcutta City Banking Corpora¬ 
tion Ltd , but in a few months its name was changed to 
p 1 he National Bank of India, in those days banks changed 
their names as often as the names of roads in Calcutta and 
Bombay are changed today. One of the first clerks was 
Babu Goberdlume Burral.IIe retired in 1912 as head clerk. 

In 1865 The National opened a branch in Bombay. Shortly 
thereafter the Bank of Bombay closed. 



The Calcutta Clt; 


tjrBabktajg Corporation, 


ft**!'** un«f«r 4c l« XIX. IM7 «n4 Vtl tf I MO. 
A«rraoutn> Cahtai-iOB Lacs 01 Rvnn 
(Out Million Krciatii«) 

Svmcmmo Capital— Burei* SO.OO/MO. aivtou 
IMTO 10,000 IHuw Of MO Burnt Eacs. 

Boord of Dtr*ct«r». 

Clean* Mlbr Blacker, E»q Bobo* HaretaU Stol. 
Wcllkut Andaman. ManWyreHuteow^re. Faq. 

H. E Braddon. tw, Uafcoo Potif 1 ’aubui feln. 
Baboo Itooreachurn Law 
Bank* i * 

The Saak of Bengal. 

Solicitor* 

Mean*. Berven, Sanderson and KtirguMon 
Manager 

Deputy Mauagtr. 

Auditors 

Upward* of 90 yuan have elapsed since a Loral 
Bask of any mtporUiKr baa been ootablmbed fi 
VairatU. and whan due weight la given I* the lari 
or Ike wuodoriu) progreo* made by Ipdli during that 
period, through the improve**>U nf Agriculture. tJke 
opoaiog of towmualcaliotia by NUare sod fUfJody. 
(be «it*nte*n of Commerro and Um blood ago 0 / » 
•Irene Government having for its aim U» eoemtWfO- 
moot ol powoftil pureulu it will hr irftdltd IW 
the pretest U * pttuJiatly le<mumble 
iml/tMlndog a fail milh largo imutt, *1“^" of 
meeting ill* werootod o*J grew log dema nd if Bowk. 


boa already lawn niWHKwl by the l’n^rctor* The I 
remaining 7,600 tsham are atonal (a thePublic, who I 
will be required to deposit a, the Bank uf Dengnl to J 
the < relit of The Calcutta City Baalting Corporation 1 
t«» Rupee* pfrr Share application, aud M Rupoot 
per Share on allotment The remaiiuag *00 Rupees 
n Share will he railed up hy the Director!, at re 
qiured. at tntsovala nf not Ire* than two months 
The Bank hare scmired the. son tea* ol an Euro, 
naan LenUemaa of high qualBVattom nod great 
Banking (xperleore .«* a Mtsinr 
The Bank hare also secured the inhunl of MiktnbW 
I-nurlf-r In an eligible sliuatom and will commune* 
ofiwmtlnn* as aoon at fhr Aitlrhw of AaeociaduB can 
b* prepared and 6M 

Tb« iiuaiaew uf the Bonk will contest at Dm out- 
ad in discounting ap)>»i*ed Rilla add Notes, and 
landing nwoey on the snuinty rf reel and poraonal 
pm*rt 7 and no Uorerornrnl Securttio*, oa l>hares 
in Banka and Public Companies with or without 
Dimud liability . and upon what good and approved 
Wily The Hank will aim trenaact tho uaual 
Banking huteaam. 

All AppUcalium far Share* must hr made in U»* 
aunond rorau. MrmpssM by a Receipt Bute the 
Bank of Baagal ke th« dapreiL and addraooad to tha 
hreretnry No 8. Wellesley Plnoe. 

ft)KM OP APPLICATION FOR BHARJC8, 

To dw Dteocwm of the Calcutta City Banking 
Corporate** " Lhuttt 
OtirtbSMlin.—Havtiu paid to tho falhM «t tbf 
11 terra now sd Cwmpaajr tire rm »f fa I hop* 

by reouod you orW allot mv Shorn In tba 

Ml* Company, and 1 agree to omwft each Itonree or 

In 1869 the Suez Canal was opened. Neither the Arabs 
nor the Israelis objected. The voyage from London to 
Bombay wa*. shortened from more than twelve weeks to a 
mere five weeks. And when the Indo-European telegraph 
came two years later, the maivels of modern communica* 
tion must surely have seemed to reach a high water mark. 

The bank obtained a 999-year lease, commencing from 
August 1867, for the site on which its main Bombay 
branch stands. The Save Bombay Committee did not 
object to the lease. A condition of the lease was that the 
bank should not conduct the trade or business of a 
Publican, perhaps because of the proximity of the new 
University of Bombay. 

It \yas the year the Bombay, Baroda and Central India 
Railway began operating its suburban service from 
Backbay to Virar, very convenient for batik clerks residing 
in the distant suburbs of Charni Road and Crant Road. 
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It is not known how much the clerks were paid, but 
Mr Salvers, chronicler of bananas and other tropical 
fruits, received £1.500 per annum, though during three 
months’leave of absence in 1868, £40 per mensem was 
deducted from his emoluments and added to those of 
Mr Anderson for the latter's additional responsibilities as 
acting-manager iu Calcutta. 

At this point m our narrative, we must dwell upon the life 
and times of Captain Robert Melville Grindlay He arrived 
in India m 1801 His militaiy career was notable for its 
brevity. He retired on half pay, which for his rank amount¬ 
ed to five shillings a day. Thereafter he held several 
staff appointments, including that of the A.D.C to the 
Governor of Bombay. Grindlay then turned to travel 
agency business and found it far more lucrative than 
anything he had done before. Business was brisk and 
inevitably led to banking. The first branch of Grindlay 
& Co. was started in Calcutta in 1854. 





Dhanjishaw Framji Bhamjee joined the Bombay branch as 
a clerk in 1892, one of the first of the long line of Parsi 
gentlemen who work in the banks of Bombay. He retired 
in 1942 as chief cashier. 

When he came to the bank, there was a large garden in 
the back where the manager's pony and trap were kept. 
The office was illuminated by gas and cooled by pull 
punkahs. 


The world was changing The price of unhusked rice had 
gone up to ihe astronomical figure of a full rupee for 
25 seers. The rate of taxation had soared to heights 
previously unattained in India. Jt was estimated that on an 
average a person paid 8 annas per head. The post office 
was giving competition by starting its own savings bank, 
Minimum deposit was 4 annas and interest 3| percent on 
every complete Rs 5 The first Indian census (in 188D 
showed 198 million in British India, 55 million in the 
princely states and that was a lot of people 

The bank was opening branches; from Nuwara EJiy$ to 
Mandalay and Amritsar to Aden-Steamer Point. His 
Highness the Sultan of Zanzibar opened a personal 
account in the Zanzibar branch. In 1912 the Simla branch 
was opened It was a very warm year. 

And in 1914 everybody went to war. 

And in 1958 The National Bank of India became National 
Overseas and Grindlays Bank and in 1959 it became 
National and Grindlays Bank Limited. In 1961 Lloyds 
branches in India became a part of National and 
Grindlays. And on January 1.1975 National and Grindlays 
Bank Limited has become Grindlays Bank Limited. 
And the circle is complete—from National to Grindlays. 



Grindlays 
Tm Bank 
_*T 1 Limited 


Incorporated in the United Kingdom 
The ketxfcty <rf m embers is limited. 


Brandies in Amritsar. Bangalore. Bombay, Calcutta, 
Cochin, Darjeeling, Delhi, Cauhati, Hyderabad, Kanpur, 
Madras. New Delhi, Simla, Srinagar, Tutkorin. 
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Pakistan on January 19, fpr 
talks on trade between the 
two countries. While working 
out a trade agreement, the two 
delegations are expected to 
make suitable arrangements 
for payment through official 
banking channels. The Indian 
team therefore includes repres¬ 
entatives of the State Trading 
Corporation and the State 
Bank of India. Following the 
lifting of embargo < n trade 
between the two countries on 
December 7, an Indian team 
had been to Pakistan to ex¬ 
plore the possibility of im¬ 
porting cotton. The Pakistan 
Cotton Corporation may send 
a team to India soon in this 
connection. The protocol 
signed in November had 
identified certain commodi¬ 
ties having good trade poten¬ 
tial. These included raw 
cotton, engineering goods, jute 
manufactures, iron ore, rail¬ 
way equipment, rice and 
tea. 

Indo-Tanzanian Joint 
Commission 

Indo-Tanzanian economic 
cooperation entered a new 
phase when the two govern¬ 
ments agreed to set up a joint 
commission for economic, 
technical and scientific co¬ 
operation, Some of the im¬ 
mediate tasks before the joint 
commission, which will meet 
soon, will include an assess¬ 
ment of the projects already 
undertaken in Tanzania with 
Indian assistance. The com¬ 
mission will also consider 
joint ventures in spheres like 
electrical goods, machine 
tools, farm implements, bicy¬ 
cles etc. A fair measure of 
technical cooperation exists 
already between India and 
Tanzania in the form of excha¬ 
nge of experts and provision of 
training facilities in India in 
the fields of engineering, archi¬ 
tecture, medicine and indust¬ 
rial management. Some 500 
Indian experts arc now work¬ 
ing on various projects in 
Tanzania. 

Association of Iron Ore 
Nations 

A draft constitution for 
forming an association of 
iron ore producing countries 
to secure remunerative prices 


for this commodity in expert 
markets was unanimously 
adopted at the three-day con¬ 
ference of officials of these 
countries in New Delhi recen¬ 
tly. The conference adopted 
a document detailing the 
articles of association of the 
proposed iron ore body. 
Ministers from iron ore pro¬ 
ducing countries will meet in 
Geneva on April 2 and 3 to 
discuss the draft constitution. 
The proposed association is 
likely to be flexible enough to 
accommodate the views of iron 
ore consumers also. The 
committee discussed the broad 
objectives for an association 
covering cooperation among 
member-countries to safe¬ 
guard their interests in rela¬ 
tion to iron ore export, 
assisting the member countries 
to secure fair and remunera¬ 
tive returns from exploitation, 
processing and marketing of 
iron ore, interests of importing 
countries., decision making 
powers and other matters. In 
view of the rising cost of 
fuel and other inputs, the 
increase in the cost of iron ore 
had not kept pace with the 
hike in the price of other 
raw materials going into steel 
production like coking coal. 

Indian Cloth Exports 
to EEC 

The European Economic 
Community and India have 
made considerable progress 
towards an agreement on 
Indian textile exports to the 
Community. Four days of 
talks in Brussels recently had 
narrowed differences and the 
remaining issues have been 
sent to experts for study. The 
main problem is the size of 
Community quotas for Indian 
finished cotton fabrics and 
house-hold linen. India wants 
the Community to push up its 
offer by at least 70 per cent. 
The two sides will meet again 
for another round of talks 
next month. Negotiations for 
partnership between the 
Common Market and 46 deve¬ 
loping countries however 
foundered in apparent confu¬ 
sion despite intensive talks in 
special committees. The sugar 
price is a key part of the over¬ 
all trade and aid package 
being negotiated to replace 
the existing Yauonde and 


Arusha conventions. Britain 
has so far refused to budge 
from an offer of £250 per 
tonne for 1975, while sugar 
producers want at least £283. 
The ministers will have to 
meet at least once more to 
complete the negotiations. 
Other major problems that are 
still unsettled, are the am¬ 
ount of financial aid to be 
given to the 46 nations and 
trade concessions to be 
offered for their good ex¬ 
ports. 

PM*$ Visit to Iraq 

Mrs Indira Gandhi re¬ 
turned on January 21, from 
a three-day official visit to 
Iraq for talks with Iraqi lead¬ 
ers. Iraq is one of this coun¬ 
try’s major trading partners 
in that region and the two 
countries are trying to expand 
the area of cooperation in 
economic and industrial fields. 
Mrs Gandhi’s visit was 
preceded by talks between the 
experts of the two countries 
culminating in the three-day 
meeting of the Indo-Iraq Joint 
Commission. The commission 
has identified several areas in 
which the two countries can co¬ 
operate. The two countries have 
decided that the trade betwe¬ 
en them in 1975 be dou¬ 
bled. In 1975 Iraq will main¬ 
tain its supply of crude oil at 
last year’s level of 2,8 million 
tonnes. The two countries 
have reached a broad agree¬ 
ment for setting up a spong 
iron plant in Iraq and an iron 
pellatisation plant in India. 

Price Rise in Two Years 

Wholesale prices in the 
last two years rose by 46.4 
percent. In 1974 they increased 
by 27.2 per cent—a record— 
and in 1973 by 19.2 per cent. 
The official calendar year 
average wholesale price index 
for 1974, stood at 304,6 per 
cent as against 239.3 for 1973, 
a 27.2 per cent rise. But the 
index for December, 1974, was 
about one per cent lower 
than that for November, the 
respective indices for the two 
months being 316.9 and 320. 
The last week of the year 
showed a downward 
trend; the index at 315,3 was 
0.3 per cent lower than in 
the previous week, because 


of a faff in prices of food 
articles and liquor and 
tobacco. Prices in the last 
week of the year, however, 
were 18,6 per cent higher than 
those ruling in the same week 
of 1973. 

Foodgrain from USA 

The United States has 
agreed to sell one million 
tonnes of wheat Worth tI70 
million to India this year. 
One half of this grain will 
be made available now and 
the balance before the end 
of June, subject to final allo¬ 
cations by the US Depart¬ 
ment of Agriculture. This was 
disclosed by Mr C. Subrama- 
niam in Washington recently. 
US officials have confirmed 
only that negotiations are 
underway on 300,000 tonnes 
of US wheat for India with 
the agreement expected to be 
signed shortly. The US food 
agreement with India marks 
the resumption of food sales 
at concessionary prices, for 
the first time in more than 
three years. India is in need 
of three million tonnes of 
food grain by the end of June, 
Mr Subramaniam said. 

Gold Prices 

The 126 countries of the 
International Monetary Fund 
have agreed to abolish the 
official price of gold, thus 
putting an end to the privi¬ 
leged role gold has played in 
the international monetary 
system for the past 30 years. 
The decision opens the way 
to elimination of any refere¬ 
nce to gold in the IMF statu¬ 
tes, and amounts to a new 
step towards release of the 
gold stocks held by central 
banks. The IMF members 
agreed to lift the obligation 
to pay one-fourth of their 
IMF quotas in gold. Ending 
of the official prices for gold 
climaxes a series of steps in 
the direction of permitting 
gold-holding countries to use 
the metal as they see fit. Since 
1970, when the free market 

{ nice of gold began to diverge 
rom the then official price of 
$35 an ounce, central banks 
have abstained from transac¬ 
tions at that price. Restrio 
tions began disappearing last 
year. Central banks were able 
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Cocoa grows It India— 
Cadbury-Fry 
research yields 
paying cash crop. 



to sell ail or part of their 
gold reserves on the free 
market. Bliminatipn of the 
remaining official restrictions 
on use of gold by Central 
bank-—especially as regards 
sale and purchase on the free 
market—will require further 
discussions over several 
months. 

The decision to abolish the 
official price of gold will in¬ 
crease the value of India’s 
gold reserves by nearly four 
times from Rs 182 crores at 
present. These gold holdings 
could be used for settling fore¬ 
ign payments now that there 
is no sanctity attached to gold 
and a minimum quantity of 
which no longer needs to be 
kept by the Reserve Bank. 
France has already revalued 
its gold holding according to 
the market price and every 
other country will now follow 
suit. The US government, 
which has the largest gold 
holdings in the world, recen¬ 
tly lifted the ban on private 
gold sales. The international 
Monetary Fund’s unit of 
account, the Special Drawing 
Right (SDR), will now become 
the means for calculating and 
settling international payments. 
Bach country has a certain 
number of SDRs allotted to it 
and can draw on these when 
in balance of payments diffi¬ 
culties. 

Names in the News 

Professor K.V. Sivayya of 
the Andhra University has 
been unanimously elected as 
president of the Indian Com¬ 
merce Association, 1975, an 
AU-India Academic Body. 

He is also associated with 
various professional bodies at 
the regional and national 
level such as AU-India Board 
of-Technical Studies in Com¬ 
merce (Government of India) 
and AU-India Management 
Association. Indian Labour 
Research Institute, Indian 
Council of Social Science 
Research. His publications 
include: Trade Union Move¬ 
ment in Visakhapatnam, 
Industrial Relations in Visa¬ 
khapatnam Port, Industrial 
Relations in Selected Units of 
Sugar Industry and Indian 
Industrial Economy. 
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Cocoa today is a paying 
cash crop for the Indian 
farmer. At the current rate 
of progress it will be a pro¬ 
fitable commodity with 
which India can enter the 
world market in the next 5 
or 6 years. This will be an 
important breakthrough in 
the country’s foreign trade. 

The cultivation of cocoa is 
truly a pioneering agricul¬ 
tural achievement. A decade 
ago, growing cocoa in India 
was considered impossible. 
Tentative attempts had been 
made from time to time 
with no success. Then, 
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almost ten years ago, 
Cadbury-Fry took up the 
challenge and started seri¬ 
ous, systematic and scienti- 
fically-bascd cocoa cultiva¬ 
tion. 

Cadbury-Fry collaborated 
with local farmers and the 
State Governments in locat¬ 
ing suitable areas in South 
India and in selecting and 
preparing plots; they also 
imported and distributed 
free all the required cocoa 
seeds. The areas were suc¬ 
cessfully extended and today 
4500 acres are under scienti¬ 
fic cultivation. Cadbury* 


Fry’s world-wide experience 
with cocoa and their know¬ 
ledge of Indian conditions 
has helped through all the 
stages of land selection, seed 
supply, transplanting, nur¬ 
turing and ensuring healthy 
harvests. 

The farmer is now encour¬ 
aged by the yields of this 
high-return cash crop and 
Cadbury-Fry have guaran¬ 
teed market offtake, and a 
minimum price. By the 
1980's it is expected that 
India will grow enough 
cocoa to meet her domestic 
needs, and in fact be in a 
position to enter the inter¬ 
national market with this 
commodity. Right now the 
unfulfilled world demand 
for cocoa is enormous be¬ 
cause, while nearly the whole 
world consumes cocoa (and 
its products), only very few 
countries can grow and 
export it. This gives India 
a great opportunity to step 
in and fill the gap. 

In addition to jute and tea, 
cocoa could thus become a 
significant export commo¬ 
dity for India and the result¬ 
ant foreign exchange earn¬ 
ings could be considerable. 


Cadbury-Fry 

making India the cocoa country. 
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Subdued Trading 

Thu down-drift in equities 
persisted during the past 
week. The stir by jute work¬ 
ers, strike by dock labour and 
reports that there would be 
stricter control on the cor¬ 
porate sector, effective from 
February l, under the amen¬ 
ded Companies Act gave a 
severe jolt to marketmen. The 
nearness to the central budget 
and the disturbing forecasts 
about the likely budgetary 
deficit further dampened 
market sentiment. It looks 
that the market will remain 
listless till the budget is 
presented to Parliament. 
Marketmen are hoping for 
a modification in dividend 
ordinance and until and unless 
the dividend control is re¬ 
laxed considerably the invest¬ 
ment market is not likely to 
revive. 

Dalai Street opened last 
week on a steady note but it 
turned easy as the week pro¬ 
gressed. Equities tost ground 
on tired bull liquidation and 
fresh bear hammering. The 
volume of business continued 
to be restricted. After being 
subdued for a major part of 
the week under review share 
values on the Calcutta Stock 
Exchange rallied moderately 
at the close of the week on 
fresh support. In the clearing 
section activities centred round 
Birin. Jute, Dunlop, Orient 
and Hindustan Motors. There 
was scattered interest in tea 
shares. Activities on the 

Madras Stock Exchange 

during the two days it was 
open last week, was restricted 
tp few select scrips. The 

tendency, on the whole, was 
easy. 

Voltas 

Voltas has staged a smart 
recovery from the set¬ 

back it suffered during 1972-73 


on account of the strike for 
over three months. It earned 
a handsome gross profit of 
Rs 4.70 crores for the year 
ended August 31, 1974 as 
compared to Rs 3.74 crorcs in 
the previous year, an increase 
of about 26 per cent. Sales 
during the year spurted to Rs 
168.32 crorcs, recording an 
increase of as much as Rs 
28.82 crores or about 20 per 
cent over 1972-73. Out of 
the gross profit, the directors 
have appropriated a sum of 
Rs 72.1.6 lakhs to depreciation 
reserve, R&2.06 crores to taxa¬ 
tion and Rs 10 lakhs to deve¬ 
lopment rebate reserve, 
as compared to Rs 62.08 lakhs, 
Rs 1.87 crores and Rs 4.50 
lakhs provided respectively in 

1972- 73. This leaves a net 
profit Rs 1.81 crores as against 
Rs 1.20 crorcs in the previous 
year and the entire amount 
was transferred to the general 
reserve. The directors have 
recommended a dividend 
of 10.5 per cent for 

1973- 74 as against 17 per cent 
paid in the previous year. 
The proposed dividend will 
absorb Rs. 62 73 lakhs and 
will be paid out of the gene¬ 
ral reserve. The company pro¬ 
poses to commence the manu¬ 
facture of centrifugal air con¬ 
ditioning at its Thana works 
by the middle of next year. 
The cost of the project is esti¬ 
mated at Rs 4 crores and it 
will be financed from internal 
sources and borrowings. Its 
exports which went up to Rs 
1.50 crores from Rs 51 lakhs 
in 1972-73, is expected to 
increase further during the 
current year. 

Standard Mills 

The board of directors of 
Standard Mills Company will 
take a decision regarding the 
issue of bonus shares at its 
meeting scheduled to be held 
around the middle of Febru¬ 


ary. The company will com¬ 
plete at the end of the current 
month the 40-month period 
between two bonus issues sti¬ 
pulated under the government’s 
guidelines for bonus issues. 
Meanwhile the company has 
reported satisfactory' progress 
during the nine-month period 
ended December 31, 1974. Its 
sales during April-December 
‘ amounted to Rs 39.62 crores 
as compared to Rs 31 crores 
during the corresponding 
period of 1973-74, recording 
an increase of about 28 per 
cent. Its exports have nearly 
doubled to Rs 3.89 crores. 
The increase in turnover, 
however, should not mean a 
proportionate rise in profits. 
The company had to contend 
With several adverse factors in 
the last quarter of 1974 al¬ 
though trading conditions 
have improved lately. The 
company has still to face the 
question of power supply. 
The company’s production of 
chemicals has been adversely 
affected on account of the 
power cut. Output of caustic 
soda is currently regulated at 
140 to 150 tonnes per day as 
against the capacity of 170 
tonnes a day. In the meantime 
the company has received gov¬ 
ernment’s approval for expan¬ 
sion of its daily production 
capacity by 100 tonnes and 
also the sanction for the neces¬ 
sary foreign exchange. The 
expansion is likely to be com¬ 
pleted by the middle of 1976. 

Mafatlal Fine 

Mafallal Fine Spinning and 
Manufacturing Co. has report¬ 
ed higher sales in the first 
nine-months of the current 
year ended December 1974 at 
Rs 36 crores as compared to 
Rs 32.3 crorcs in the same 
period of last year. Exports, 
however, was a shade lower at 
Rs 2.05 crores--Rs 0 75 crore 
less than in the corresponding 


period of the preceding year. 
The overall profitability how¬ 
ever* has been maintained 
during the period. The chemi¬ 
cals division is working satis¬ 
factorily, Power shortage, has 
not affected it mainly due to 
the installation of generating 
sets. The sales of this division 
have suffered in the past few 
months as the aluminium 
plants which are the main con¬ 
sumers for the products of this 
division have been facing 
acute shortage of power. It 
is, however, hoped that the 
profitability of the chemicals 
division will be maintained 
during 1974-75. The working 
of the textile division is also 
expected to improve in the 
fourth quarter of 1974-75, 

Madura Coats 

Madura Coats, n new 
company formed by the mer¬ 
ger of three existing companies 
viz Madura Mills, j and P 
Coats and A and E Harvey, will 
soon be offering shares held 
by the existing foreign share¬ 
holders with a view to reduc¬ 
ing the foreign shareholding 
from about 60.6 per cent to 
40 per cent. The terms and 
conditions of the offer are 
still to be decided by the Con 
trollcr of Capital Issues. The 
integration of these companies 
will go a long way in achiev¬ 
ing higher utilisation of the 
existing capacities and thereby 
help reduce manufacturing and 
operating costs. Further the 
reduction in foreign sharehold¬ 
ing will result in foreign ex¬ 
change savings on account of 
lower remittances abroad by 
way of dividends. Besides 
there will be a substantial ex¬ 
pansion in exports as the com¬ 
pany has given an undertaking 
to the government of exporting 
textiles and thread worth Rs 
two crores a year for a period 
of five years in addition to the 
combined exports of about Rs 
7.5 crorcs a year of the merged 
companies. As part of its di¬ 
versification programmes the 
company proposes to set lip a 
plant for an industrial nylon 
yarn project at an estimated 
cost of Rs 11 crores. The 
management is eurtentiy nego¬ 
tiating with the government 
details about the export obli¬ 
gation for undertaking the 
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nylon project. Besides it is 
exploring the possibilities of 
investment in engineering 
fields. It has also applied for 
setting up q. garments factory 
involving an outlay of Rs 40 
lakhs. Meanwhile the com¬ 
pany has secured an industrial 
licence for the manufacture of 
dyesprings* The cost of this 
project is expected to be 
around Rs 20 lakhs. 

Shriram Fibres 

Shriram Fibres Lid, a com¬ 
pany promoted by the Delhi 
Cloth and General Mills Co. 
Ltd has set up a plant for 
manufacture of nylon-6 tyre 
cord at Manali Industrial 
Complex, Madras. This is the 
first production unit of its type 
in Tamil Nadu. The total 
outlay on this project is about 
fls 12.20 crores, including the 
foreign exchange component. 
The cost has been met by loans 
and by issue of equity and 
preference shares, out of which 
40 per cent equity shares are 
held by Delhi Cloth and 
General Mills. The plant is 
designed for a rated capacity of 
2000 tonnes per annum of high 
tenacity tyre yarn and fabric. 
It has been set up with the 
technical collaboration of M/s 
Chemtex Fibres Inc. New 
York, Chemtex Engineering of 
India Ltd and M/s Unitika 
Ltd of Japan, the latter being 
one Of the largest producers of 
high quality nylon industrial 
yarn in'the world. The start 
up of the plant commenced on 
December 30, 1974. Every 
effort is being made to make 
the plant to reach its full rated 
production of six tonnes per 
day. At present the company 
is encountering two serious 
difficulties. As against the re¬ 
quirement of 5500 KVA 
of electric power, it is now 
getting only 1000 KVA from 
Tamil Nadu Electricity Board 
on account of the severe Shor¬ 
tage of power in the state. 
Even tlus restricted power 
supply is not available to it on 
an assured basis. The other 
difficulty is on account of the 
basic raw material caprolactam 
which is not yet available to it 
from Gujarat Fertilisers. Al¬ 
though the company has been 
permitted a limited quantity of 


imports, it is hardly sufficient 
to meet its requirements. 

Kothari (Madras) 

Kothari (Madras) Ltd 
has made considerable pro¬ 
gress in its proposal for the 
setting up of caustic soda 
plant. Barring unforeseen 
circumstances the plant is 


expected to go into produc¬ 
tion by early 1977. The in¬ 
vestment in this project is 
expected to be of the order 
of Rs 15 crores while the gross 
profit before depreciation and 
provision for taxation is 
estimated to be between Rs 
2 to Rs 2.5 crores. This was 
disclosed by the Chairman Mr 


D. C, Kothari 5 
the annual general 
the company. 

The year ended June 30, 
1974 was an excellent year 
for Kothari (Madras).. A 
record was set up in profit 
during the yean The planta* 
tion division produced 19.14 
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lakhs kgs. of ten and 923 
, tonnes of coffee while sales 
of tea and coffee amounted 
toRs 1.56 crores and Rs 66 
lakhs respectively during 1973- 
74. As regards the textile 
division the turnover was of 
the order of Rs 13.11 crores as 
against Rs. 6.20 crores in the 
preceding year. While its 
sales overseas of cloth and 
yarn fetched for the company 
a sum ofRs 76.40 lakhs as 
compared to Rs 43.93 lakhs 
in 1972-73. While the textile 
division made excellent pro¬ 
fits during the year under 
review, its operations conti¬ 
nued to be hampered consi¬ 
derably due to inadequate 
liquidity of funds arising out 
of the credit squeeze. While in 
physical terms the inventory 
of raw materials and finished 
goods on an average were not 
significantly different from the 
one it is accustomed to hold 
in terms of quantity, the 
inventories in terms of value 
were at unprecedented levels. 

Kothari's fertiliser division 
has fared well and is now plann¬ 
ing to embark on an expan¬ 
sion programme to raise the 
capacity of sulphuric acid 
plant from the present capacity 
of 15,000 tonnes to 18,750 
tonnes per annum. The com¬ 
pany hopes to implement this 
scheme as soon as the finan¬ 
cial arrangements are finalised. 

Kothari (Madras) is an 
amalgam of five companies 
viz. Waterfall Estates Ltd, 
Blue Mountain Estates and 
Industries Ltd, Balmadies 
Plantations Ltd, Kothari Tex¬ 
tiles Ltd and Adoni Spinning 
and Weaving Company Ltd. 
One of the primary objectives of 
the scheme of amalgmation was 
to utilise more effectively the 
resources of the amalgamated 
companies to provide a steady 
rate of return to the share¬ 
holders and achieve greater 
financial stability to enable 
expansion, diversification etc. 
Keeping this objective in view 
tue company is branching 
out into new and profitable 
ventures. 

Ashok Leyland 

Ashok Leyland Limited 
has announced that with 
effect from January 1975, 
the net dealer piicc of its 


whole range of ‘Comet* vehi¬ 
cles will be reduced by Rs. 
1,866/- each. During 1974, as a 
result of much higher produc¬ 
tion, and greatly improved 
productivity and efficiency, 
the company reduced its costs 
of manufacture. These reduc¬ 
tion were achieved despite 
the high rate of inflation and 
much higher prices paid to 
the suppliers of materials and 
components. It has always 
been Ashok Leylands policy 
to maintain its selling prices 
at as low a level as possible, 
and. pass on the benefits of 
lower costs—to its customers. 

The reductions bear 
tangible evidence that the 
policy of voluntary price 
control recently introduced by 
the minister of Industry and 
Civil Supplies, Mr T.A. Pai, 
can operate successfully and 
to the benefit of the consu¬ 
mers. This is the second re¬ 
duction in prices announced 
by Ashok .Leland in the 
past three months. It will be 
recalled that the company 
was the first manufacturer 
to pass on to its customers 
the profit of the lower price 
of tyres announced by the tyre 
manufacturers in November 
1974. 

Deepak Insulated Cable 


Data Products was launched 
in New Delhi at a special 
function held at Oberoi Inter¬ 
continental Hotel on January 
16, 1975. The Moscal J080PS 
is a programmable scientific 
desktop electronic calculator 
with 10 independent memo¬ 
ries and 36 functions and 
. operations and weighs less than 
5.5 kilogrammes. The scientists 
feel that this new data pro¬ 
cessing machine will prove a 
boon to research laboratories 
and institutions in the country 
and they also feel that it is a 
significant achievement of the 
Indian technologists in this 
field. So far such machines 
can only be imported at consi¬ 
derable expenditure which 
involves substantial foreign 
exchange. The saving in 
foreign exchange, by the 
introduction of this indigen¬ 
ous micro-computor will be to 
the tune of Rs 50 lakhs per 
annum. 

Reliance Heat Transfer 
Private Limited has made a 
promising start in exports. 
The company opened an ex¬ 
port division only last year 
and has so far earned Rs 
eight lakhs in foreign exchange. 

The main destinations of 
its exports are the Middle- 
East countries. A big order 


from Muscal is expected, The 
company, which has emerged 
as a leading manufacturer of 
heat transfer equipment for 
a variety of industries, j s 
putting through an expansion 
plan which will enable it to 
produce an additional R$. 50 
lakhs worth of equipment. 
In view of the rising demand 
for the company's products 
in the South, a branch office 
is being opened in Madras to 
be followed by offices in 
Calcutta and New Delhi. 

Tata~Merlin & Gerln, an 
Indo-French venture, leading 
manufacturers of switchgear 
and allied power distribution 
equipment in the country. 
Presented a small but im¬ 
pressive display at the ‘ELEC - 
RAMA 75*—an exhibition of 
the electrical engineering in¬ 
dustry organised by the Indian 
Electrical Manufacturers’ Asso¬ 
ciation at the Sunderbai Hall 
from January I ^ to 21 * 1975. 
The TMG display highlighted 
its R & D activities and the 
efforts made by the Com¬ 
pany towards imports substitu¬ 
tion and development of an- 
cillaries. The Company has 
subcontracted the manufacture 
of several critical components 
to over 175 ancillary indus¬ 
tries thus generating a cycle 


Deepak Insulated Cable 
Corporation has completed 
its expansion programme and 
its present capacity is 1,900 
tonnes of winding wires and 
strips. It started with an 
annual capacity of only 400 
tonnes in August 1966. For 
1975-76, sales are expected 
to rise to about Rs 7 crores. 
The company has plans to 
set-up a joint venture for 
manufacturing winding wires 
in Canada in collaboration 
with a Canadian entreprenur. 
The Canadian counterpart 
will provide all the technical 
know-how for this plant. The 
cost of the plant is estimated 
at $1 million. Equity par¬ 
ticipation will be given for 
the collaborator for the cost 
of the machinery and plant 
supplied to the new company. 

News and Notes 

India’s first micro-compu- 
tcr-MOSCAL 1080PS—design¬ 
ed and produced by DCM 


V.S. DEMPO & CO. 5 
PVT. LIMITED 

4 

Registered Office 
Dempo House 
Campal, Panjim (Goa) 

It is hereby notified for public information that M/s. 

V. S. Dempo & Co. (P) Ltd., have submitted an applic¬ 
ation on 13-1-75 under Section 22 of the Monopolies & 
Restrictive Trade Practices Act, 1969 to the Department 
of Company Affairs New Delhi, for setting up a Milk 
Products Unit at Jamkhandi, Bijapur District, Karnataka 
State, for the manufacture of whole milk powder, skimmed 
milk powder, baby food and weaning foods. 

Any person interested in the matter may make repre¬ 
sentation to the Secretary, Department of Company Affairs, 
New Delhi, within a fortnight of publication of this notice. 

V. S. DEMPO & CO. PVT. LTD. 

S. K. Desbpande 
Secretary 
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of employment af different 
levels. The Company also has 
to its credit an export perfor¬ 
mance of about Rs 120 lakhs 
during the last two years. 

New Issues 

Tri-Sure India , will be en¬ 
tering the capital market shor¬ 
tly with a public issue of 
172,339 equity share of Rs 10 
each at a premium of Rs 7.50 
per share. The company is a 
wholly-owned subsidiary of 
American Flange and Manu¬ 
facturing Co Inc, USA. It is 
producing such products as 
flanges, plugs, seals and light 
closures used to close drums 
carrying oil and heavy chemi¬ 
cals. It sells overseas about a 
third per cent of its produc¬ 
tion. During 1973-74 the 
company earned a net profit 
of Rs 18.81 lakhs on a turn¬ 
over of Rs 1.85 crores. The 
directors have proposed a divi¬ 
dend of 12 per cent for the 
year ended August 31, 1974. 
The company’s working in 
the current year is reported to 
be satisfactory and the direc¬ 
tors are hopeful of declaring a 
fair dividend on the enlarged 
capital. The present issue is 
being made to dilute the foreign 
holding in the company's 
share capital to 49 per cent 
and also to provide funds for 
working capital. The public 
response to the company’s 
offer of shares is likely to be 
good considering the prospects 
of a bonus issue and a reason¬ 
able rate of return. 

Davanagcre Sugar Company 
Ltd , promoted by the Karna- 


talca State Industrial Invest¬ 
ment and Development Cor¬ 
poration Ltd and Karnataka 
Agro Industries Corporation, 
will be entering the capital 
market on January 27 with a 
public issue of Rs 55 lakhs, 
all in equity shares of Rs 10 
each. The subscription list 
for this fully underwritten 
issues will dose on Feburary 
6 or earlier but not before 
January 29. The company 
had set up a plant at Davan¬ 
agere with an installed capa¬ 
city of 1250 tonnes a day. The 
plant was commissioned at 
the end of October 1974 and is. 
crushing at present 1000 ton¬ 
nes of sugarcaue per day. tt 
hopes to reach the rated capa¬ 
city of 1250 tonnes shortly. 
The plant, supplied by Wal- 
chandnagar Industries on turn¬ 
key basis, is designed for a 
capacity of about 2C00 ton¬ 
nes a day. The capital outlay 
on the project is estimated at 
Rs4 crores and it will be fin¬ 
anced by the share capital of 
Rs 1.60 crores and term Joans 
of Rs 2.40 crores. The company 
hopes to declare dividend in 
the second year in view of as¬ 
sured profitability. Equity 
shares worth Rs 44 lakhs have 
been allotted to farmers in the 
surrounding areas and this 
ensures adequate supply of 
sugarcane. The company hopes 
to erect a paper plant and 
distillery as part of its expan¬ 
sion plan. It has already re¬ 
quested the government to 
raise its capacity for crushing 
sugarcane to 3f00 tonnes a 
day. 


Dividends 

(percent). 
Equity dividend declared for 

Name of the Company Year ended *-—- 

Current year Previous year 


Same Dividend 
Mercara Rubber 

June 30, 1974 

10.0 

10.0 

Reduced Dividend 

Trichi Steel Rolling 

Septr. 30, 1974 

7.5 

12.0 

Champarun Sugar 

June 30, 1974 

Nil 

15.0 

Kirloskar Brothers 

July 31, 1974 

9.8 

12.0 

Matchwel Electricals 

Septr. 30, J974 

6.0 

9.0 

Ravalgaon Sugar 

Septr. 30,1974 

7.5 

16.0 

Madura Sugars 

Septr. 30, 1974 

4.0 

20.0 

Saraswati Ind. 
Syndicate 

August 31, 1974 

9.0 

18.0 

Bhopal Sugar 

Septr. 30, 1974 

Nil 

20.0 
—1—— 


Licences and Letters 

The following licences and letters of intent were issued unddr; 
the Industries (Development and Regulation) Act 1951 during 
the month of October 1974. The list contains the names and 
addresses of the licensees, ariiclcs of manufacture, types of; 
licences viz New Undertaking (NU) New Article (NA), Subs- / 
tantial Expansion (SE), Carry on Business (COB) and Shifting 1 
—and annual installed capacity. Details regarding licences and 
letters of intent revoked, rejected or surrendered are also givep. 

Licences Issued 

Metallurgical Industries (Fbrrous) 

Shri D.R. Sondhi, N-17 Panchshcc) Marg, New Dclhi,-^ 
(Alwar-Rajasthan) - -Mcttalic Industrial Springs—300 tonnes.-** : 
(NU). 

Sh. S. Indermohan Singh Grewal. Managing Director, 
Upper India Steel Mfg. & Engg. Co. (P) Ltd., Rattal Bldg. 
Deri Rd., Opp. District Courts, Ludhiana-141001.—(Ludhiana- 
Punjab)—Bars & Rods of mild steel including low alloy steel 
categories- -11,000 tonnes.-—(COB). 

M/s Tin Manufacturing Co. of India, 141, Naya Bazar, 
Dclhi-6— (Ghaziabad-Utiar Pradesh)—Printed & Unprinted 
Containers upto 18 litre capacity-—-800 tonnes. Agricultural 
Implements -950 tonnes, - (COB). 

M/s New Digvijay Singhji Tin Factory, Grain Market, P.O. 
No. 24. Jamnagar. (Gujarat)— (Baroda-Gujarat)—Printed Tin ') 
Containers—300 tonnes - (COB). f 

M/s Ashok Products, Pratap Bungalow, Fatehpura, Baroda f 
—(Buroda-Gujarat) —‘Tin Containers -250 tonnes.—(COB) £ 

M/s Industrial Containers Ltd., 21, Netaji Subhas Rd., ^ 
Calcutta—(Calcutta-West Bengal)—Mild Steel Drums/Barrels ^ 
(160 litres and above)—8,000 tonnes inclusive of earlier licensed f 
capacity of—6,000 tonnes^—(COB). 

Sh. S.M. Kupadia, M/s Hind Containers ‘Nirant’ 14th Road, !• 
Khar, Bohibay-52—(Thana-Maharashtra)—Oil Drums(200/21Q 1; 
litres)—600 tonnes. *(COB). * 

Sh. H.K. Khnitan, M/s Hind Galvanising Co. 96, Garden 
Reach Road, Calcutta-1—(Lilloah-West Bengal)—Small Drums : 
upto 150 litres capacity -1800 tonnes inclusive of 1,400 tonnes i 
of small drums already registered. Bilumen Drums--400 tonnes 
inclusive of 200 tonnes already registered. (COB). 

Sh. H. K. Khaitan, M/s Hind Galvanising Co. 96. Garden 
Reach Road, Calcutta-1—(Lilloah-Wesl Bengal)—Oil Barrels t 
(200/210 litres)—8.200 tonnes- (COB). 

M/s Steel Containers Ltd., 21. Netaji Subhas Road, Cal- ‘ 

cutta —(Bombay-Maharashtra).Mild Steel Drums/Barrels— 

17.500 tonnes—(COB). 

M/s Special Steels Ltd., Datta Para Road, Borivli (East) * 
Bombay—(Bombay-Maharashtra—Bright Bars - 2,400 tonnes— , 
(COB). ; 

M/s Hindustan Mdleabies & Forgings Ltd., Jalan Nagaj:, 
P.O. Bhuli, Dislt. Dhanbad (Bihar) - (Dhanbad-Bihar)—Grey / 
Iron Castings 300 tonnes; Alloy Iron Castings 60 tonnes— 
(COB). 

Sh. Vallabhdas Vithaldas Patel, Director, M/s. Forge & 
Forge Pvt. Ltd., Galaxy Cinema Building* Race Course, Rajkot 
(Gujarat)—<Rajkot-Gujurat)— Close Die Forgings- -3,000 tonnes 
—(NU). 

M/s Nava Karnataka Steel Pvt. Ltd., 115/XVH, Gokul * 
Building Double Road, Bellory (Karnataka)—(Bellory-Karna- 
taka)—^VtS, Ingots; Electrode quality carbon steels; Forging 
quality carbon steels; Hardening & tempering quality carbon 
quality carbon steel; Cold heading quality carbon; carbon 
steels; Carbon, Carbon Manganese qualities of springs steels; 
Silico Carbon Tool Steels; Free cutting quality carbon sulphur 
steels; 9,000 tonnes—(COB). 
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MADRAS STOCK EXCHANGE OFFICIAL TEAR BOOK 


1974-75 


TWENTYFIRST YEAR OF PUBLICATION 


"Revised, Enlarged and up-to-date Edition incorporating Balance Sheets and 
other particulars received upto the time of printing. 


"•Contains details of directorate, management, capital structure, objects, ab¬ 
ridged balance sheet and comprehensive analysis of working results for the last 
seven years of all leading Indian Companies, Particulars of Central, State 
Government Loans, Schedule of Income-tax, Rates of Estate Duty, Wealth 
tax and Gift tax, Stamp Duty, Schedule of Brokerage, Capital Issues Control 
and Guidelines for Examination of Bonus Issues etc- 

***An invaluable guide to investors, industrialists, entrepreneurs, Government 
departments, economists and students of Commerce and Statistics. 


Over IOOO Pages 


PRICE : Rs. 30 


Packing &• Postage ’ Extra* 
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‘Exchange Building’, 

Post Box No. 183, 

16/17, Second Line Beach, 

MADRAS-600 001 
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M/s Metalman Pipe Mfg. Co. Ltd.* I'M9, Industrial Area, 
Sanwar Road, Indore-3—(Indore-Madhya Pradesh)—Steel Pipes 
and Tubes—1,100 tonnes—(COB). 

Sh. V. p. Gupta, M/s Steel Ingots Pvt. Ltd., Trivedi 
Chambers, 2, Maharani Road, Indore—(Dewas-Madhya 
Pradesh)—M.S. Ingots; Electrode quality carbon steel;Forging 
quality carbon steels; Cold heading quality carbon steels 
Hardening and tempering quality carbon steels; carbon, Carbon- 
Manganese and sitico Manganese qualities of spring steels; 
Carbon tools steels; Case hardening quality carbon steels; Free 
cutting quality carbon sulphur steels- .9,000 tonnes— (COB). 

M/s Madras Motors Pvt. Ltd., 36-C, Mount Road. 
Madras—(Ramnad Distt-Tamil Nadu)—Steel Forgings—630 
tonnes—(COB). 

M/s Echjay Steels, Aji Industrial Estate, Lalpari Lake 
Road, Rajkot—(Rajkot.Gujarat)—Machine closed die steel 
forgings—3,200 tonnes- -,COB). 

M/s EUora Engg. Co. Ltd. 20, Second Line Beach, Madras-! 
(Tamil Nadu)—(Chrompct, Madras-T-Nadu)- Steel Forgings- - 
1,200 tonnes—(COB). 

M/s Sant Ram & Sons (Jagdeshwar). 808, Industrial Area, 
Ludhiana-3 (Punjab)—(Ludhiana-Punjab)—-Mild Steel Wires 
(Black)—900 tonnes- -(COB). 

M/s Niranjan Singh Kartar Singh, Link Road, Indl. Area, 
Ludhiana (Punjab)—(Ludhiana-Punjab)—Steel Forgings—1,000 
tonnes—(COB). 

M/s Alloy Steel Forgings Pvt. Ltd., 1001, Akash Deep, 26, 
Barakhamba Road. New Delhi—(Ghaziabad-Uttar Pradesh)— 
Steel Forgings—600 tonnes—.(COB). 

M/s Kumar Steel and General Mills. Lai Bahadur Shustri 
Marg, Vikhroli, Bombay-83—(Vikhroli-Maharashtra)— Steel 
Forgings- --750 tonnes—(COB). 

M/s Monga Brothers Pvt. Ltd., B-16, Focal Point, Dhandari- 
kalan. Ludhiana, Punjab—(Ludhiana-Punjab)—Steel Forgings 
—200 tonnes- (COB), _ 

Sh. P. R. Manchanda, M/s Golden Iron & Steel 7/19, 

Kirti Nagar(Industrial Area) New Delhi. (Delhi)—SteeTForgings 
—3,050 tonnes: Forged Steel Rolls—450 tonnes—(COB). 

M/s Kissan Engg. Works (P) Ltd., 15, G.T. Road, Ghuziabad 
(U.P.) (Ghaziabad-Uttar Pradesh)—Steel Forgings—1.700 
tonnes; Forged Rolls—250 tonnes—(COB). 

M/s Kalyan Agro Inds. Corpn. C-14, Focal Points, Dhan- 
darikatan, Ludhiana (Ludhiana-Punjab)—Steel Forgings—100 
tonnes—(COB). 

M/s Gujarat Iron & Steel Co. Ltd., 1439-40, Loni Road, 
Shahdara-Delhi-32—(Afimedabad-Gujiirat)—Steel Forgings - 
250 tonnes—(COB). 

M/s Usha Forgings & Stampings Ltd., 5, Parliament Street, 
New Delhi. (Faridabad-Haryana)—Steel Forgings—600 tonnes 
—(COB). 

M/s Jay Forgings & Stampings Pvt. Ltd., Industrial Area, 
Yamunanagar (Haryana) (Yamunanagar-Haryana)—Steel Forg¬ 
ings (Close die Forgings—(500 tonnes; Andopen forgings- -250 
tonnes—(COB). 

M/s Gurunanak Auto Engg. & Foundry Works, G.T. Road. 
Goraya, Distt. Jullundur (Punjab) (Bundala-Punjab)-Steel 
Forgings—650 tonnes—(COB). 

M/s Choudhary Hammer Works (P) Ltd., Ramtc Ram 
Road, Opp. Power House, Ghaziabad-U.P. (Ghaziabad-Uttar 
Pradesh)—Steel Forgings—2,150 tonnes; Forged Rolls—300 
tonnes—(COB). 

M/s Jain Kaliwata Engg. Works, H-2/5, Kidwai Nagar, 
Kanpur-14 (Uttar Pradesh)—Magarwara, Uttar Pradesh) 
Steel Forgings—700 tonnes—(COB). 

M/s Damehra Steels & Forgings Pvt. Ltd,, 89, Netaji 


Subhas Road, Calcutta-1 (Lilluah, Howrah-West Bengal}— 
Bright Bars and Shaftings— 3,000 tonnes—(GOB). 

M/s Aevee Iron & Steel Works Pvt. Ltd., Eldee Chambers, 
3, Broach Street, Bombay-9—(Bombay-Maharashtra)—Bright 
Bars and Shaftings—1,400 tonnes—(COB), 

M/s Pratap Bright Steels Pvt. Ltd., 11, Advent, 12-A, Gen. J. 
Bhosle Marg, Bombay-21 —(Bombay-Maharashtra)—Bright Bars 
and—3,600 tonnes—(COB). 

- f M/S Bashima! Vinod Kumar 132-134, Pradhan Bldg., S.V.P, 
Road. Dongri, Bombay-9—(Nasik-Maharashtra)—Bright Bars 
& Shifting*—1,000 tonnes—(COB). 

M/s Bhagwati Steel Pvt. Ltd., ]6, Park Street, Calcutta-16 
(West Bengal)—(Lilluah, Howrah-West Bengal)—Bright Bars 
and Shaftings—1,000 tonnes—(COB). 

M/s Shrce Shankar Industries Shree Krishna Mahal, 10. 
Walkeshwar Road, Bombay—400006—(Bombay-Maharashtra; 
—Bright Bars and Shaftings—1,000 tonnes—(COB). 

M/s R. N. Gupta & Co., Industrial Area-B, Plot No. 484, 
487, Ludhiana (Punjab)—(Ludhiana-Punjab)—Bright Bars & 
Shaftings—2,600 tonnes—(COB). 

M/s Banwariiall Purshotamdass 29, Banstolla Street, Cal¬ 
cutta-27—(Faridabad-Haryana)—Bright Bars & Shaftings— 
—1,600 tonnes—(COB). 

M/s Roger Engg. Ltd., 106 & 109, Ansal Bhavan 16, 
Kasturba Gandhi Marg, New Delhi-110001. (Calcutta-West 
Bengal)—Bright Bars & Shaftings—1,000 tonnes—(COB). 

Sh. Manmohan Lai Goel, M/s Bharat Udyog (Bright 
Bars Division), 23 Naya Gunj, Ghaziabad-UP.—(Muradnagar- 
Uttar Pradesh)—Bright Bars and Shaftings—1,000 tonnes— 
(COB). 

M/s Indian Turn-O-Mat Industries, 22-23, R-lndl. Area-B, 
Ludhiana-141003. (Punjab)—(Ludhiana-Punjab)—Bright Bars 
and Shaftings—1,000 tonnes—(COB). 

M/s Grand Foundary Pvt. Ltd., G.T. Road, Batah (Punjab) 
—(Thana-Maharashtra)—Bright Bars and Shaftings—1,800 
tonnes—(COB). 

M/s Snail Spanners (India) and Tools Ltd., 87, Nagdevi 
Cross Lane, Bombay-3—Bhandup-Maharashtra)—Bright Bars 
and Shaftings—1,300 tonnes—(COB). 

Shri Rampaul Gupta, M/s B. P. Steel Ind. Pvt. Ltd., 39/44, 
Sion East, Bombay—(Bombay-Maharashtra)—Bright Bars & 
Shaftings—3,900 tonnes—(COB). 

M/s La Precision Spring A Engineering Co. Pvt. Ltd., 1 
Suyojna Housing Society, Koregaon Park, Poona-1—(Poona- 
Maharashtra;—Metallic Precision Spring viz., coil springs Flat 
springs and Formed Springs—500 tonnes—(NU). 

M/s Sethi Nippon Pvt. Ltd., Dil Bibar, 491, 17th Road 
Khar, B'>mbay-400052—(Taloja-Maharashtra—Stainless Steel & 
Corrosion resistant Steel Castings—120 tonnes; Heat Resistant 
Steel Castings—130 tonnes; Alloy Steel Castings—1,000 tonnes 
“(NU). 

M/s Tensile Steel Ltd., Shah House, Dr. Annie Besant Road, 
Bombay-18—(Bafoda—Gujarat)—High Carbon, High Tensile 
Steel Wires—17,500 tonnes—(SE). 

M/S Arkonam Castings and Forgings Ltd., 130-A, Mount 
Road, Madras—(Arkonam North Arcot, Tamil Nadu)—Steel 
Castings—1,000 tonnes—(NU). 

Metallurgical Industries (Non-Ferrous) 

M/s Agrawal Metal Works Pvt. Ltd., Agrawal Road,.Rewari 
—(Rewari, Distt. Mohindergarh, Haryana)—Copper/Zinc plates 
and sheets for photo-engraving plates—306 tonnes—(SE) 

M/s The Metal Rolling Works Pvt. Ltd., 104, Sion-Matunga 
Estate' Sion, Bombay—(Bombay-Maharashtra)—Aluminium 
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I sheets/strips/cfrcjes, blanks slugs/slag stocks—1970 tonnes; 
| Brass and copper sheets/circles—30 tonnes—(NU). 

! Electrical Equipment 

i M/s Deiton Cable Industries Private Ltd. 24, Darya Gunj, 

1 Delhi-6^(Faridabad-Haryana & Naja^garh-Delhi)—Voltage 
; Stabilizers (0.5 KVA)—1,000 Nos; Voltaglte Stabilizers (3.0 
KVA)—150 Nos.—(COB). 

M/sJ.J.H. Industries Pvt. Ltd., R-54A, Greater Kailash-1, 
New Delhi-48—(Calcutta-West Bengal & Ghaziabad-Uttar 
Pradesh) At Calcutta Unit: AAC/ACSR Conductors upto 19 
strands—1,600 tonnes: At Ghaziabad Unit: AAC/ACSR Con¬ 
ductors upto 19 strands—350 tonnes—(COB). 

M/s Sayaji Iron&Engg, Co,(P)Ltd., Chhani Road, Baroda- 
1—(Baroda-Gujarat)—Diesel Engines of 5DHP (vertical Water 
Cooled)--130 Nos.—(COB). 

M/sMenon & Menon (P) Ltd.. Vikramnagar Kolhapur- 
416005—(Vikramnagar-Maharashtra)— Diesel Engines upto 50 

H. P. -3,000 Nos.—(COB). 

M/s Andhra Mechanical & Electrical Industries Ltd., 173, 
2nd Floor, Fateh Maidah, North Road, Hyderabad-4—(Hydcra- 
bad-Andhra PradCvSh)—Manually operated outdoo r drop-out 
Lift off fuses: 11 KV-550 Nos; 22 KV—150 Nos; 33 K V—750 
Nos. Manually operated indoor air-break insulators: U KV— 
2,000 Nos; 22 KV—55 Nos; 33 KV—580 Nos; 65 KV—45 Nos. 
—(NU). 

M/s N.G.E.F. Ltd., Post Bag No. 5384, Bangalore-1— 
(Bangalore-Karnataka)—Power & Distribution Transformers— 

I, 800 MVA; Rectifier, Furnace, Dry type & Clophen trans¬ 
formers upto the range of 40 MVA/132 kv—1,800,000 (KVA)— 
(SE); 

M/s Crompton Greaves Ltd., Kanjur, Bhandup, Bombay-78- 
N.D.—(Bhandup-Maharashtra)—Moulded Case Circuit Brea¬ 
kers upto 660 Volts and 2,000 Amps—5,000 Nos—(NA). 

Sh. Dinesh C\ Gupta, L-13, Datta Guru Society, Dconar- 
pada Road, Bombay—(Karnataka)—Silicon Slices (Expitaxical 
and non-expitaxial type) 0.1 million nos; Integrated circuits and 
Transistors (circuits or devices)—3.0 million nos—(NU). 

M/s N.G.E.F. Ltd., Post Box No. 5384 Bangalore-1 — (B*nga- 
lorc-Karnataka)—Silicon Power Diodes “New articles”--20,000 
Nos; Silicon Power Diodes D450 within the licensed capacity— 
(NA/SE). 

Transportation 

Sh. Jagdish Prasad, Tej Bahadur Sapru Marg, Lucknow - 
(Lucknow-Uttar Pradesh)—Scooters—24,000 Nos.—(NU.) 

Industrial Machinery 

M/s Buckau Wolf New India Engineering Works Ltd., 
Pimpri, Poona-18--(Poona-Maharashtra) -Sugar Mill Machi¬ 
nery—4 Plants—(SE). 

M/s Lakshmi Automatic Looms Works Ltd., S R.K.V. Post, 
Coimbatore-20—(Coimbatore-Tamil Nadu)—Ruti High Speed 
automatic weaving machine type-C—1,800 Nos,—(NU). 

M/s Eswaran & Sons Engineers Pvt. Ltd., 5-7, Second Line 
Beach, Post Box No. 1912, Madras—(Tiruvottyur-Tamil Nadu) 
—Pressure Vessels;Heat Exchangers; Petroleum and Chemical 
storage tanks—1,400 tonnes—(NA). 

Machine Tools 

M/s Bijou Nag, 5/I-A, Keyatalla Road, Calcutta-29— 
(Calcutta-West Bengal)—Press Tools and Dies including Fine 
Blanking Tools—Rs. 60 lakhs; ’Fine Blanked components Pri- 
mcrily for Electronics and electronic industries, and auto¬ 
mobile, aeronautical defence production and electrical indus¬ 
tries—Rs. 140 lakhs—(NU). 

Agricultural Machinery 

M/s Victory Iron Works Pvt. Ltd., P-26, Banaras Road, 


Silkia, Howrah (West Bengal)—(SalJria-HowrAh-West Bengal) 
Agricultural Implements—500 tonnes—(COB). 

M/s Dharam Engineering Co., G.T. Road, Batala (Punjab) 
Bataia—Punjab-^Agricultural Implements—1800 tonnes— 
(COB). 

M/s Banwarilal Purushotamdass, 29, Banstolla Street, 
Calcutta-7—(Howrah-West Bengal)—Agricultural Imple* 
ments—1700 tonnes—(COB). 

Sh. G. R. Kumar, M/s Kumar Bros,, Sheet & Metal Works, 
J-C/10, New Rohtak Road, New Delhi—(Bahadurgarh-Delhi)— 
Agricultural Implements—400 tonnes—(COB). 

M/s Bansidhar Chiranjilal, 1831, Bissomal Building, Bhagi- 
rath Palace, Chandni Chowk, Delhi-6—(Delhi)—Agricultural 
Implements—1200 tonnes—(COB). 

M/s Sankar Iron Engg. Works Pvt, Ltd., 52/1, Dr. Aboni 
Dutta Rd,. Howrah-1—(Howrah-West Bengal)—Agricultural 
Implements—650 tonnes—(COB). 

Shree Sankar Industries 29A Sir Hari Ram Goenka Street, 
Calcutta—(Lilooah, Howrah-West Bengal)—Agricultural Imple¬ 
ments—1,350 tonnes—(COB). 

M/s Asiatic Wires Ltd., 23/24, Radha Bazar St. Calcutta— 
Madhyamgram-West Bengal)—Agricultural Implements—150 
tonnes--(COB). 

M/s Parasramka Commercial Co. Pvt. Ltd., 135, Canning 
Street, Calcutta-l—Salkia, Howrah-West Bengal)—Agricultural 
Implements—2,800 tonnes -(COB). 

M/s Anand Metal & Steel Works, 23, Baraborne Road, 
Calcutta—(Calcutta-West Bengal)—Agricultural Implements- 
1650 tonnes—(COB). 

M/s Calcutta Iron &Engg. Company Pvt. Ltd., 48 Biplabi 
Rash Behari Basu Road, Calcutta-1—(Howrah-West Bengal)— 
Agricultural Implements—2,750 tonnes—(COB). 

M/s Kishore Vadilal Pvt. Ltd., Jamalpur Darwaja Near 
Munda-Gato, Ahmedabad—fAhmedabad-Gujarat)—Diamond 
Core/Water Well Drilling Accessories—60,000 Nos.—(NU). 

M/s Escorts Ltd., 18/4, Mathura Road, Faridabad-Haryana) 
(Faridabad--Haryana)—Tractor Tuggers, Tractor Mounted 
Elevators & Rubber Wheel Shunters—200 Nos.—(NA). 

Chemicals (Other than Fertilizers) 

M/s South India Viscose Ltd., Post Box No. 1396, Race 
Course, Coimbatore-18—(Coimbatore-Tamil Nadu)-Carbon- 
di-Sulphidc—7,740 tonnes; Sulphuric Acid 29,100 tonnes 
(for captive consumption only)—(SE). 

M/s Dhrangadhra Chemical Works Ltd., Nimal, 3rd Floor 
Nariman Point, Bombay—(Dhrangadhra-Gujarat)—Ammonium 
Bicarbonate—1300 tonnes—(COB). 

M/s T. K. Chemicals Ltd., 429, Arun Chambers, Tardeo, 
Bombay-34—(Trivandrum-Kerala)—Electollytic Manganese 
Dioxide—1000 tonnes; Manganese Sulphate Monohydrate— 
1000 tonnes—(NU). 

M/s Greaves Foseco Ltd., Jolly Bbavan No, 2, New Marine 
Lines, Bombay-20—(Bombay-Maharashtra)—Foundry Fluxes— 
900 tonnes—(COB). 

M/s National Air Products Ltd., 13/Z, Mathura Road, 
Faridabad-lU (Haryana)—Faridabad-Haryana)—Oxygen Gases 
0.45 million cubic metres; New Articles Nitrogen Gas (bye- 
product)—7,50,000 cubic metres—(NA/SE). 

M/s Bharat 2M Processing Industries Ltd., Beliatorc P.O. 
Baliatore, Distt. Bankura (West Bengal)— (Bankura-WestBengal) 
-^Item of Mfr; Sulphuric Acid—15,000 tonnes; Ferric Alum 
AHuminium Sulphate-15,040 tonnes; Magnesium Sulphite— 
2,500 tonnes; Alum pure—500 tonnes; Zinc Sulphite—2,500 
tonnes—(NU). 

Dr. Virendra Patel, Ph. D. 770, Gotri Road, Baroda-7— 
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(B^roda-Gujarat)---ChciTiical & Immunochemical test systems 
—410 million unit. Automatic Equipment for using above test 
systems*—1*000 No$.-~(NU). 

Drugs and Pharmaceuticals 

M/s Hoechst Pharmaceuticals Ltd., Ramon House, Backbay 
Reclamation, Bombay-20—(Bombay-Maharashtra)—Isopropyl 
Antipyrinc—*30 tonnes - (NA). 

M/s Merck Sharp & Dohme of India Ltd., Dugal House, 
Backbay Reclamation, Bombay-1 (Bhandup-Maharashtra)— 
Cyanocobalamin and Hydroxocobalamin—144 Kgs.—(SE). 

Textiles 

M/s U.P. Export Corpn, Ltd., Udyog Bhavan, G.T. Road, 
Kanpur—(Varanasi-Uttar Pradesh)—Woollen Carpet Yarn)— 
1,000 woollen spindles—(NU). 

M/s India Jute Co. Ltd., 16,Strand Road. Calcutta—(Serain- 
pore-West Bengal)—Broad looms for manufacture of Carpet 
backing cloth—124 Nos.^(COB). 

M/s Angora Spinners (P) Ltd., Ludhiana. Punjab—(Ludhiana- 
Punjab)— Jaquard circular knitting machine to’be uesd on Angora 
Hair—4 machines. Flat Bed knitting Machines—4 machines— 
(NU). 

M/s Sundaram Spng. Mills Komarapalayam, (Via-Erodc), 
Tamil Nadu— (Komarapalayam-Tamil Nadu)—Cotton Cloth- 
250 automatic looms of indigenous make.—(SE). 

Paper & Pulp 

Sh. Raj Kumar Bhartia, 23/24. Radha Bazar Street, Cal¬ 
cutta- 1—(Kalyani, Distt. Nadi-West Bengal)-Kraft Paper 
10,000 tonnes-—(NU). 

Sugar 

Sh. Sreerama Sahakara Sakkar Karkhana, Chunchankattoo. 
K.R. Nagar, Taluk, Distt. Mysore—(Karnataka)—Sugar—1250 
tonnes.—(NU). 

M/s Shri Laxmi Co-op Sugar Factory Ltd., Taluka Daskroi, 
Distt. Ahmedabad.—(Ahmedabad-Gujarat)—Sugar - 1250 ton¬ 
nes cane crushing capacity per day.—(NU). 

M/s Yeleru Co-op Sugar Ltd., Burugupudi, Proddarpuram, 
Taluk, Distt. East Godavari, Andhra Pradesh.—(East Godavari- 
Andhra Pradesh)— Sugar—1250 tonnes daily cane crushing 
capacity.—(NU), 

Fermentation Industries 

M/s Mohan Rocky Spring Water Breweries Ltd., 5/5, Grants 
Building, Arthur Bunder Road, Colaba-Bombay-5 - (Colaba- 
Maharashtra)—Beer—50,000 Hecta Litres.—(COB). 

M/s Vindale Breweries, A Unit of Vinedalc Distilleries Pvt. 
Ltd., Chateau-De-Kausor, Premavathipat Village, P.O. Gagan- 
panad, Hyderabad, (Andhra Pradesh)—(Hyderabad-Andhra 
Pradesh)—Beer—20,000 Hecta Litres.—(COB). 

Food Processing Industries 

M/s Kasturi Papers, Foods & Chemicals Ltd., 19, Platform 
Road, Bangalore-19—(Karnataka)—Bakers Yeast—1000 tonnes 
Fodder Yeast—NU. 

Vegetable Oils and Vanaspati 

M/s The Vijaya Durga Cotton Trading (P) Ltd., Ethukurn 
Road, Guntur,*(A.P.)—(Guntur-Andhra Pradesh)—Gotten seed 
oil—15,000 tonnes in terms of seeds—(NU), 

Rubber Goods 

M/s Dunlop India Ltd., 66-A, MirzaGhalib Street, Calcutta- 
16—(Sahaganj-West Bengal)—Long Length Braided Rubber 
Hose$—20,00,000 metres—(SE), 

Leather Goods and Pickers 

M/s Arvind Distillery Ltd,, T.N.K, House, 2nd Floor, 
U-A/3* Mount Road, Madras.-Hftanlpet, North Arcot Distt. 


Tamil Nadu)—Finished leather from Hides—60,000 Nos. Fini¬ 
shed Leather from skins—3,00,000 Nos.—*(NU). 

Cement and Gypsum Products 

M/s Modi Spg.ft Wvg. Mills Co. Ltd., Modinagar (U.P.) 
—(Jagdalpur, Distt. Bastar-Madhya Pradesh)—Portland 
Cement—4,00,0(XMonnes*(NU). 

M/s Panyam Cements & Mineral Industries Ltd., Cement 
Nagar, P.O. Bugganipalli R.S. Distt. Kurnool (A.P.)— (Bellary 
Distt. Karnataka)—Portland Cement- 1,00,000 tonnes—(NU). 

Metallurgical Industries (Ferrous) 

Sh. Avtar Krishna ‘Cassias" Flat No. T 21-22, Turner Road, 
Bandra-Bombay-50 -(Bangalore-Karnataka)— Pipe Fitting— 

1600 tonnes.-(NU) 

Sh. Harsh Kumar Chopra B-258, Greater Kailash New 
Delhi—(Bulandshahr-Uttar Pradesh)—Forged Steel Pipe Fit¬ 
tings (Flanges, discs, rings, elboes, tees, bands),—1,600 tonnes 
-(NU). 

M/s Lakshmi Precision Screw Ltd., Hissar Road, Rohtak.— 
(Rohtak-Haryana) -Precision Mechine Screws—1,000 tonnes—- 
(SE). 

M/s Sivananda Steels Ltd., 240, Dewan Bahadur Road, R.S. 
Puram, Coimbatore-2 (Tamil Nadu)—(Tiruchirapalli or Puddu- 
kottaiTamil Nadu) - High Pressure Radiography - *2,400 tonnes 
(Steel castings) Alloy Steel Castings—1,000 tonnes. S.G. Iron 
Castings 600 tonnes,—(NU). 

The Managing Director, Industrial Development Corpora¬ 
tion of Orissa Ltd., Bhubancswar-Orissa.—(Hirakud and Dhan- 
kanal:Ori$sa)—Electrode quality steels. Forging quality carbon 
steels, Cold heading quality carbon steels. Hardening & temper¬ 
ing quality carbon steels, carbon, carbon-Manganese and SilTco- 
Mangancse qualities of spring steels. Carbon tool steels, case 
hardening quality spring steels, Free cutting quality carbon sul¬ 
phur steels-Hirakud—18,000 tonnes Dhankan&l—18,000 tonnes 
—(NU). ' 

The Project Administrator GoU, of Kerala Sectt. Trivan¬ 
drum.—(Trichur-Kerala) — Closed Die and upset steel forgings 
—4,250 tonnes. Coil Springs —60,000 Nos.—(NU). 

Sh. B.K. Gupta, 38, Ratcndene Road, New Delhi-3— 
(Rajasthan)—High Alloy Steel Castings -800 tonnes.—(NU) 

M/s Punjab Concast Steel Ltd., G.T. Road, Sherpur, Ludhi¬ 
ana (Punjab)—(Ludhiana-Punjab).Rolled Products (Light & 

Medium Sections)-—30,000 tonnes.—(NU) 

M/s Epsilon Electronics Private Ltd., D-4, Amalfi, 15, 
Nepean Rd. Malabar Hills Bombay.--(Goa)—Malleable Iron 
Pipe Fittings--3,000 tonnes.* -(NU) 

Sh. R.D. Reddy, M/s Vidyut Steel Ltd., 1-10*176/1 Begum- 
pet, Hyderabad-16 -(Medok,-Andhra Pradesh)—Manganese 
tcel Castings-1500 tonnes. Ni-Hard Castings--500 tonnes 
Alloy Steel Castings (including high alloy steel castings)—1000 
tpnncs.—(NU) 

Metallurgical Industries (Non-Ferrous) 

M/sDeepak Insulated Cable Corpn. Ltd*, 8th Mile, Banga- 
lore-Tumkur Road, Dasarahalli-562139 (B*lore Suburb) Banga- 
lore-Distt. Karnataka—(Bangalorc-Karnataka)—-Wire Enamels 
—329t onnes,—-(SE) 

Electrical Equipment 

M/s Kerala State Electronics Development Corporation 
Ltd., 1133 & 1134, Sasivihar, Perurkada, Trivandrum- 5—(Kerala) 
—Variable Speed Drives—2,000 Nos,—(NU) 

M^s Debikay Electronics Prop. Dhruva Woolen Mills Pvt. 
Ltd,, P.B. No. 52, Balkum Village, Thana-Mahurashtra— 
(West Bengal)—Static Convertors, Invertors & Control System 
for mtfustrial/professional applications,—500 Nos, D.C. Motors 
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upto 200 Kw.“250 Nos. On-load Tap changers for Transfor- 

! mers-200 Nos.— (NU) 

M/s Southern Switchgear Ltd., 132, Mount Road, Madras- 
| 600006 '(Madras-Tcmil Nadu—Oil Circuit Breakers upto—750 
Nos. (33 KV).—(NA) 

The Managing Director, N.C E.F. Ltd., P.B. No. 3876 Ban- 
eaiorc-38 (Bangalore-Karnataka)—!! KV C ircuit Breakers of 
750 MVA Ratings—150 Nos.- -(NA) 

; M/s Bush India Ltd., Sukh Sagar, N.S. Patkar Marg, Bom¬ 
bay,--(Thana-Maharashra)—Quart Controlled Electronic Digi¬ 
tal Watches & Clocks 40,000 Nos.—(NA) 

Transportation 

M/s Turner Hoitre & Co. Ltd,, Signal Hill Avenue, Tank 
Road, Boinbay*33-TMaharashtra)- 'Propeller Shafts—2 lakh 
nos. Universal Joint Kits—9 lakh nos. Axle shafts -50,000 
nos —(NU) 

M/s W G. Forge# Allied Industries Ltd., Post Box No. 41, 
Majiwadc, Thana. (Mah >- (Ratangiri-Maharashtra)—-Crank 
shafts at the new unit to be set up in Ratangiri Distt (Mali.) 

- '3*5,800 Nos. Heavy crankshafts at the existing unit at Thana 
(Mah.) '200 Nos.- (NU) 

Sh AH. Mitha. Lion's Den, 8-2-4 i 5, Road, No. 4, Banjara 
Hill, Hyderabad - Bangalorc-Karnataka—Automatic Commu¬ 
tators 5,00,000 Nos. Commutator Components—100 tonnes. 
-•(NU) 

M/s Southern Industrial Corporation Ltd., South India 
House, 99 Armenian Street, Madras-1 -fRunipet-Tamil Nadu) 
—Oil Seals -25 lakh nos, (NU) 

Industrial Machinery 

M/s Rohit Pulp& Paper Mills Ltd. Rohit Chambers, Ghoga 
Street, Fort, Bombay-1- ‘(Bulsar-Gujarat)—Paper Machinery— 

2 plants of sixes 30 tonnes per day capacity only,—(NA) 

M/s T. Maneklal Mfg. Co. Ltd., Vaswani Mansions, Din- 
shaw Vachha Road, Bombay-20-(Ahmedabad-Gujarat)—High 
Efficiency Sectional Warping Machine—6 nos.—-(NA) 

Sh. P.K. Abraham, E 5, Mahalaxmi, Harrington Avenue, 
Harrington Road, Madras-1 —(Dharamapuri-Tamil Nadu)— 
Textile Spindles- -3 lakh Nos, Bolster Inserts 3 lakh nos.—(NU) 
M/s Lakshmi Machine Works Ltd., Perianaickenpalayam, 
S.R.K. Vidyalava P.O. Coimbatore-20- (Coimbatore-Tamil 
Nadu) Open End Spinning Machines- 180 nos.- (NA) 

M/s Black Clawson India Enginccis Pvt. Ltd., 38/3, Mount 
Road, Madras-6—(Ranipet, North Arcot Distt. Tamil Nadu) 
—Pulp & Paper Plant machinery, upto sizes suitable for pro¬ 
duction of paper between 30 tonnes a day and 200 tonnes a day 
-I No. (NU) 

Sh. La la Sliri Dhar, 20, Bullyganj Park Road, Calcutta-19— 
(Ranchi-Bihar) Drafting Equipment suitable for 1360 Ring 
Frames—3,00,000 sets.. (NU) 

M/s SLM-Maneklal Inds. Ltd., Vatva, Taluka Dascroi 
Ahmcdabad. Gujarat--(Ahmcdabad-Gujarat)--Elydraulic pres¬ 
ses for metal forming, wood and plastics.20 nos. Hydraulic 

presses for Rubber and other elasomers- -16 nos. —(NA) 

M/s Madras Industrial Linnings, 42/19, Harrington Road, 
Madras-31 (Ambatur-Tamil Nadu) -Scrubber Cyclones, Air 
Washers, Gas Absorption and Desorption Towers, Humidi¬ 
fiers.?. Dehumidiliers, Odor Control Equipment, Accessories for 
above equipment—Rs. 50 lakhs,—(NA) 

Sh. V.D. SharmaT-13, Green Park, New Delhi-16- -,Alwar- 
Raj-isthan) -Grinding Wheels—3,000 tonnes.—(NU) 

M/s Amber Bearing Mfg. Co. Pvt. Ltd.,Plot No. G-3 MlDC 
Indl Area Hingna Road, Nagpur-16—(Nagpur-Maharashtra)-- 
Ball Bearing 3,59 lakhs nos. Cylinder Roller Bearings; 1.44 
lakhs nos Tapered Roller Bearings 0.33 lakh nos. -(NU) 


Machine Tools 

M/s Machine Tool Corpn. of India Ltd., P.B. No. 69, Boa- 
war Road, Ajmer—(Ajmer-Rajasthan)—Horizental Surface 
Grinding Machines—40 Nos.—(NA) 

M/s Ex-Cell-o India Ltd., 78-B, Dr. Annie Besant Rd, Wbrli 
Bombay-18.—(Thana-Maharashtra)“-Centrdess Gr inders-O’mm 
to 120mm work dia; Internal Grinders for ball bearing in¬ 
dustry etc. etc. 1.7 nos.—(NA) 

Commercial and Household Equipment 

M/s Kerala State Electronics Dev. Corpn. Ltd., 1133, 1134, 
Sasivihar, Perurkada, Trivandrum—(Trivandrum-Kerala)— 
Electronic Desk Calculators—5,000 nos. — (NU) 

M/s West Bengal Electronics Industry Dev. Corpn. Ltd., 
23-A, Netaji Subhas Road, Calcutta-1—(West Bengal)—Elec¬ 
tronic Desk Calculators—5,000 nos,—(NU) 

Mathematical, Surveying and Drawing instruments 

Shri M.M. Chopra, B-258, Greater Kailash-1 New Delhi— 
(Bangalorc-Karnataka) Hard Metal and Hard Metal products 
—50 tonnes.—(NU) 

Chemicals 

Sh. R.K. Raman, 42/19, Harrington Road, Chetput-Madras. 
-(Distt. Chingleput-Tamil Nadu)-^Phosphoric Acid 15,000 
tonnes- (NU) 

M/s Cibatul Ltd., P.O. Atul, Distt. Va!sad,(W. Rly.) Gujarat 
—(Valsad-Gujarat> -Epoxy Resins - 4260 tonnes.- «($E) 

M/s Caustic (India) Ltd., 16A, Hrabourne Road, Calcutta-1 
--(Dholpur Distt. Bharatpur-Rajasthan)—Trichloroethylene.— 
4,500 tonnes Porchlaraetholene—1,500 tonnes—(NA) 

Sh. Din Dayal Khattar & Sh. Madan Mohan Khattar 53, 
Sham la Road. Bhopal—(Bhopal-Madhya Pradesh)—Poly Vinyl 
Chloride—6,800 tonnes.- -(NU) 

M/s A.P. Indl. Dev. Corpn. Ltd., B-1-H4, Fateh Maidan 
Rd, Hyderabad--(Andhra Pradesh)--Poly Vinyl Chloride— 
30,000 tonnes.—(NU) 

M/s Shankar Sugar Mills Lid. 9, Brabournc Road, Calcutla- 
1—-(Deoriu-Uttar Pradesh)- -Furfural—-6,000 tonnes.--(NU) 

Sh, R.P. Shah, Steel & Pipe Traders, 519, Loha Bhavan, P. 
O. Mello Road, Bombay-9-—'Medak. And hr Pradesh)— 
Galatine -2,000 tonnes.- “-(NU) 

M/s. Dipak Vegetable Oil Industries Pvt. Ltd., Jawahar 
R utd, Manavadar (Gujarat)—(Junagadh-Gujarat)Oxygen Gas 
—0.2 million cubic metres.—(NA) 

M/s The Indian Cable Company Ltd., 9, Hare Street, Cal¬ 
cutta-1— ‘(Tutanagar Distt. Singhbhura-Bihar) Bitumen base 
cable compound for joint boxes—600 tones- -NA 

M/s Deepark Nitrite Ltd., 12-A, Gen. J. Bhonsale Marg. 
(Foreshore Road), Bombay-l—(Gujarat^-Mcthanol -20,000 
tonnes. — (NU) 

M/s Nuchcm Plastics Lid., 20/6, Mile Stone, Mathura Rd* 
Faridabod-Haryana—(Madhya Pradesh) -Methanol—20,000 
tonnes.—(NU) 

M/s Gujarat Indl. Inv. Corpn. Ltd., 4th Floor, Natraj Cham¬ 
bers. Ashram Road. Ahmedabad—(Gujarat)~+Methyl Alcohol- 
20 000 tonnes—(NU) 

M/s Fertilizer & Chemicals Travancore Ltd., Udyog Man dal, 
Alwaye, Kerala State~<North Parur-Kerala)—Methanol- 
30,000 tonnes—(N. A.) 

M/s Saurashtra Salt Works Pvt. Ltd., 6-B, Vulcan Insurance 
Bldg, Veer Nariman Road, Churchgate, Bombay-20—(Amreli- 
Gujarat)—Bromine from Bitten ns—<200 tonnes.—(NU) 

M/s Modi Spng.& Wvg, Mills Co. Ltd., Modmagar-U.P.—• 
(Bhatinda Distt. Punjab)-HCatistic Soda—33,000 tonnes; Liquid 
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11 flights a weak to Europe. 
Our 747s fly 8 times a week 
to London, 4 times to Frankfurt. 
5 times to Rome and Paris and 
our 707 s twice to Moscow and 
once to Geneva and London. 


7 flights a week to New York. 

One flight daily by 747 via the 
Middle East and Europe. The return 
trip will cost less than one way 
fare if you fly on our Excursion Fare. 


Thrice a week to East Africa 
707 service direct to Nairobi 
every Friday, via Addis Ababa 
every Monday ar»d Sunday. 



Twice a week te Mauritius 
By 707 direct from Bombay 
without a P form. Budgst priced, 
package tours available for 
groups of four. 


Twice a week te Australia. 

By 707 via Singapore to Perth 
and Sydney, witheasy connections 
for onward flights. ■ 
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It makes all the others obsolete. 


the typical fork lift operation 
is a start-stop-lift-lower process. 
Unfortunately, most fork lift trucks 
use conventional automobile trans¬ 
missions. Not really designed for 
such operations, these have to be 
modified for use in fork lift trucks. 

Godrej, on the other hand, has 
constant-mesh gears and a fully 
automatic hydraulic transmission 
called Hydratork, at the core of 
which is a unique torque convertor 
that multiplies engine output 
2.2 times. It's ideal for fork lift 
operations. 

PERFORMANCE IS OPTIMISED: 

You get faster acceleration 
because of Hydratork. A 4.4:1 
pre-reduction gear on the drive axle 
gives you the greatest tractive 
power right at the wheels—where 
it matters most. It also boosts 
braking power, so you can stop 
faster and with less effort. 

You can even inch these trucks 
forward—slowly, and with perfect 
control—While you lift heavy loads 
at high speeds. 

CONSTRUCTION IS TOUGHER: 

Though the Godrej C 500 trucks 
are rated for only 2.25 and 3 
tonnes, their transmission drive line 
components are rated for 6 tonnes. 

And this gives them a tremendous 
amount of durability and strength. 


Enough, in fact, to handle shock 
and impact overloads under which 
other trucks break down altogether. 
AND HANDLING IS EASIER: 

Even the toads you carry are fully 
protected, because the heavier the 
load, the slower its rate of descent. 
And positive-action control levers, 
mounted right on the cow!, help 
your operator go through his day 
with comfort instead of strain. So 
you get greater productivity per 
man hour. 


OUTPUT TO COST RATIO IS HIGHER: 

Though a C 500 costs a little 
more to buy. ir works out a lot 
cheaper in the long run. Because 
you get consistently reliable perfor* 
mance over a much longer period. 




FORKLIFT 


Manufactured by: 

GODREJ ft BOYCE MFG. CO. PVT. LTD. 

Godrej Bhavan, 4A Home Street, 

Fort. Bombay 4Q0 001. 

In technical collaboration with Clark 
Equipment Company, U S.A —world 
leaders in materials handling equipment. 


a Rsoistsred trade name of Clark Eouiomont Company. U&A. 
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Chlorine— 16,400 tonnsa; H$?§mthbrk; Acid—10,000 tonnes.— 
(NU) 

Sh. V. Rariadranath, <6, Linghi Chatty Stmt, Madras 
--(Dharampuri Distt. or Ranipct, North A root Diatt. Tamil 
Nadu)—Malathion Technical—600 tonnes—(NU) 

M/s Industrial Miami* db Ghemkah Company Private Ltd., 
125, Narayan Dharn Street, Nagdevi, 125, Bomfaiiy-3-(Thana- 
Maharashtraj—Phenyl Acetic Acid—480 tonnes.—(NA) 

The Managing Director, The U.P. State Industrial Develop¬ 
ment Corpn. Ltd., *17420 G.T. Road, 4Unpur (U.P.)—Uttar 
Pradesh)—Malathion Technical—500 tonnes.—(Nu) 

M/s Bengal Chemical and Pharmaceuticals Works Ltd., 6 
Ganesh Chander Avenue, Calcutta—(Paoihatti, 24 Pargsnas 
West Bengal)—Sulphuric Acid—57,750 tonnes —(SE) 

M/s Cynamid India Ltd., Nyloc House, 254-D2 Dr. Annie 
Bcsant Road, P.O. Box No. 9100 Bombay-25, DD—(Bulsar- 
Gujarat)—Cycoeel Technical—100 tonnes,—(NA) 

M/s J.B. Rupani, C/o. Petrofina Chemical Bids. 184, Shaikh 
Memon Street, Zaveri Bazar, 2nd /floor, Bombay-2~(Ta»pur- 
Maharashtra)— Penteerythritok—1200 tonnes; Sodium Formate 
• -500 tonnes.—(NU) 

M/s Bharat Pulverising Mills Pvt. .Ltd., Div. Basic Minerals 
& Chemical Hexamar Mouse. 28, Sayani Rd, Bombay-25-- 
(rhana-Maharashtra)—Malathion (Technical)—900 tonnes.— 
(NA) 

M/s Ranbir Chemical Industries Pvt. Ltd., Kharar, Distt. 
Ropar. (Punjab)—(Ropar-Puiyab)—Oxygon Gas (as a bye-pro¬ 
duct)—0.283 million cubic metres—(NU) 

M/s The Indian Rayon Corporation Ltd., Junagadh-Veravai 
Road, Vcraval-2—(Baroda-Chijarat)—Trichloroethylene—4500 
tonnes; Perchloroethylene—1300 tonnes.—(NA) 

Sh. P.G.K. Pillai No, 3, Anderson Hoad, Madras-6—(Tri- 
vandrum/Palghst-Kerala)—Potassium Chlorate—1000 tonnes; 
Sodium Chlorate—1000 tonnes.—(NU) 

Dye*Stafls 

M/s Willman (India) Ltd., House’ Currimbhoy 

Road, Ballard Estate, Sm»b^-3S^&ola^Matewd*4ra)— 
II.Acid 300 MT; Peri* Lament’s 50 MT,; Asid. 14 A 1.7; 
Cleve Acid 50 MT etc. etc.—(NU) 

M/s Sudarshan Chemical Industrie*, Pvt. Ltd., 162, Woolr- 
sley Road, Sangam Bridge- Poona-1 —(ColSba-Maharashtr a) • 
Meta Nitro Anilhw40 tonnes; Drtho Teiidme‘60 'tonnes; Die- 
thyle Snilfate 60 tonnea;Dhnethyle Aniline 300 tonnes—(NA) 
Drugs awl Ptarm ace utlenb : 

M/s Mehta Phamaeeutioals (P) Ltd., Chheharia (Amritsar, 
Punjab—(Amritsar-Punjab)-Paracetamal from NttrebeM-ene— 
100 tonnes.—(NA) 

M/s East India Pharmaceuticals Wonks Ltd., 6, Little Rus¬ 
sell St.—(Calcutta-West Bengal)—Sulpbacetamide-i24 tonnes; 
Liquid: CortolaA Corrida ‘M—5000 Urn (after expansion); 
bulk drug—Sodium Sulphaoetam; Locula—79000 itrs (after 
expansion); bulk drug Sodium 'Sulpbscetam; Ointment: 
-Cortala—500 Kgs. (after -expansion) bulk drug Sodium 
Sulphaoetam; Locela 1000 -Kgs (after expansi o n); ‘bulk durg 
—Sodium Sulphacetara; Tablets: 4UmnMn«4 lakh me (after 
expansion); bulk drug—Ctebopben B. P.; Tbaioeid 2 tekh nos 
after expansion, bulk drug—pht-hxylyl Snlphneatwaide. 

Injections: Niamine—500 .litrt (after ^expansion): bulk 
drug—Nikethamide; Bhevminol—330 1km (after expansion); 
bulk drug—Cincbqpee,—(SE) 

Sh. Narondm K. KbewtahmL 4/2, iftam KMior* Lane, 
Civil Lines. Pcftii6——200 
tonnes; 2/8-Hydroxy Quinoline (pMakHlO tflttMfc-*<NU) 
Sh.X. R. Manohar,.Post Box No. 13821, Thsthsmuthiap- 


PMI Jl- Hftlift* *; -Oiiedak-Awthia ftudwh) -Stercfa—17500 
tomwe; Qlneem—4300-tonnes; Itextrim—3000 tonnes.—(NU) 

Texftks 

Shri Viaod Sinchal 16/1. ShAkti Negar, Delbi-U0007- 
(Deihi)—Ready-made Garments -3 tekh pieces,—(NU) 

M/s Sh. Ptotth Mills Ltd., Padea Rond, P.O. Box. No. 65 
Baroon-5—(Baroda-Gujarat)—Ready-made Trousers—1,50,000 
pieces; Sack Coat/Jackets—75,000 pieces.—(NU) 

M/s Managing Director Assam Indl Dev. Corpn. Ltd,, 
Kaanachol Road, Silpukhuri, Gauhati-3—(Barpeta-Assam)— 
150 sacking looms with laminating facilities; 50 Hessian looms 
with laminating facilities; —12,660 tonnes Jute goods Kessatn 
and Woking qualities — (NU) 

M/s Modella Woolens Ltd., 4-C, Vulcan Insurance Bldg, 
Veer Nariman Road, Bombay-20—(Tbana-Maharaahtra)—!Men’s 
trousers made out of wool, terry-wool, terry-viscose and other 
fabrics—3 lakh pieces,- -(NA) 

M/s Woolcombers of India Ltd., 31, Netaji Subhash Road, 
Calcutta* 1—(Ooa) —Ready-made Trousers (made of woll/woll 
blended/synthetic Fibre)—3,00,000 nos.—(NU) 

Paper & Pulp 

Sh. H- S. Grewal, 102, Sector-9B Chandigarh—(Solan* 
Himachal Pradesh)—Packing and Wrapping Paper—5,000 ton* 
nes.—(NU) 

Sh. Om Parkash Nevatia, 4540, Dhabi Bazar, Bhatinda— 
(Barwaha-Madhya Pradesh) —Corrugating, M. G. Kraft and 
wrapping paper—3,300 tonnes.--(NUl 

Sh. S, S. Bhatia, 2, Palam Marg, Vasant Vihar, New 
Delhi-57—(Nadia-West Bengal)—Kraft Paper—10*000 ton¬ 
nes.—(NU) 

Sh. H. P. Goenka, 15, Bcabourne Road, Calcutta-1—(Bites- 
pur-Madhya Pradesh)—Corrugating Medium Kraft Liners A 
Posters Paper and Boards—6,000 tonnes.—(NU) , 

Sh. Vishwanath Purshottamdas iKedia, C/o. Nitia Castings 
Pvt. Ltd. “Shyam Kripa” L. Devidayal Road, Mnlitad West, 
Bombay-30—(SilwasiatDadra A Nagar Haveli)—Paper and 
Paper Board (writing and printing and kraft paper)—15,000 
tonnes.—(NU) 

Sh. H. S. Maheswari, jProspesCHouse, 321, Free Road, 2nd 
Floor, Bombay-1—(Distt. Phar/Mandsanr/Sbaiapur-Madhya 
Pradesh)—Kraft Paper, Corrugating Medium and other wrap¬ 
ping and Packing paper—7,500 tonnes—.(NU) 

Sh. Laxminivas Jhunjiwnwak, 2/1, Bright Street,.Calcutta-19 
—< Nadia-WestJ Bengal)—Puto-nSOeo tonnes Paper (wrapping, 
packing Kraft and corrugated,papers)—5000 tonnes.—(NU) 

Sh. Raj I Gsrg, 10, Niauntuddin Cast, New Delhi-13— 
(Bulandshar-Uttar Pradesh)—Packing, wrapping and corrugat- 
ted medium papers—3,300 tonnes.—(NU) 

Sh. Vjjay Krishna ‘Meena’ Swaropp Nagar, Kanpur-2— 
(Unnao-Utter Pradesh)—Kraft, Paper—6,600 tonnes.—(NU) 

Sh. Sunil Kumar Daga, 8/1, Burdwar (Road, Calcutta-27— 
(Darbhanga-Bihar)—Paper—5000 tonnes-(NU) 

Sh. J, K. Saraf, 306, Kallbadevi Road, Bombay-2—(Thana- 
Mahaatrijtra)—M. G. Paper—4400 tonnes.—(NL0 

Sh. Surinder Singh Kairon, House No. 28, Sector 4, 
Ch a nd i g arh—(Amritsar -Punjab)—Corrugating media and linear 
paper (for packing and wrapping)—4400 tonnes,—(NU) 


Sh. D. I. Singh Qjttudhri A/80, Defence Colony, ‘New 
Delhi-24—(Solan-Himachal Pradesh)—Pulp—10,000 tonnes 
Packing A Wrapping Paper—10000 tonnes—(NU) 
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'anda A Co. Cuttak-Bhubaneshwar 
rissa)—Corrugating media and liner 


Sh. Prabhat 

Road, BhttbanesWar-6—(i 
paper (for packing and wrapping)—4,030 tonnes. 

Sh, R. K, Somani, 41/27, Nanghara, Nayaganj-Kanpur— 
(Uttar Pradesh)—1. Pulp—5000 tonnes;2. Unbleached Paper— 
5,000 tonnes.-(NU) * 


• ■;: ■■ Canutes ". .. / i - 

M/s Koolajre (P) Ltd., 44, Janpath. New Delhi—(Ghazia 
bad-Uttar Prajesh)—Sanitary ware (Pottary type)—3,000 ton 
lies; Sanitary Ware (Enamelled Steel Type,-Both Tubs anc 
Sinks)—'3,000 tonnes.—(NU) 


Cement and Gypsum Products 


Sh. Baijnath Bhatter, Bhatter Mansion, 23,. Vivekananda 
Road, Calcutta-7—(Kalaghat, Midnapur-West Bengal)—Pulp— 
6.600 tonnes; Paper (Packaging papers such as kraft wrapping 
& packing papers A Boards—6,600 tonnes.—(NU) 

Food Processing Industries 

M/s Brook Bond India Ltd., 9, Shakespeare Sarani, Cal¬ 
cutta-16—(Maharashtra)—Corned Meat (Main product)— 
10,740 tonnes; Extracts—400 tonnes Soap Stock Medium—' 
1280 tonnes; Bone Meal—2040 tonnes; Tallow=2l20 tonnes; 
Semin finished and finished leather (out of own raw material)— 
9 million sq. feet.—(NU) 

Vegetable Oils and Vanospothl 

Sh. S. N. Dhawan, C/o M/s Machines & Tools Corpn., 67, 
G. B. Road, Delhi—(Bhatinda-Punjab)—Cotton seed Oil— 
30,000 tonnes (in terms of cotton seed)—(NU) 

M/s Jagdish Chandra Haridas Badiani, C/o M/s Dawn In¬ 
dustries, Opp. Dhree Kent Oil Mills, Badeshwar, Jamnagar-2— 
(Jamnagar-Gujarat)—Cotton seed oil—15,000 tonnes (in terms 
of cotton seed).—(NU) 

Sh. J. C. Tandon, D-12, Kirti Nagar, New Delhi-~(Bhiwani- 
Hissar-Haryana)—Cotton seed oil—40,000 tonnes in terms of 
cotton seed.—-(NU) 

Sh. M. Devaraj (Promotor) No. 47-A, Park Road, Erode-I 
Coimbatore Distt. (Tamilnadu) M/s Sree Shanmuga Sundaram 
Traders—(Coimbatore-Tamil Nadu)—Cotton seed oil—18,000 
tonnes in terms of cotton seed—<NU) 

M/s Andhra Pradesh State Coop. Marketing Federation 
Ltd., 5-2-68, Jambigh Hyderabad-1—Karimnagar-Andhra Pra¬ 
desh)—Groundnut oil and Oil cakes—22,500 tonnes in terms of 
groundnut seed. (NU) 

Shi Harbans Singh Jaial, Managing Director, M/s Punjab 
Edibles (P) Ltd,, Bhatinda-Punjab—'(Bhatinda-Punjab)- -Cotton 
seed oil—30,000 tonnes in terms of cotton seed.—(NU) 

Rubber Goods 

Sh. Nand Khcmka, Speedbird House, ‘M* Block Connaught 
Circus, New Delhi-l—(Alwar-Rajasthan)—Pre-cured tread rub¬ 
ber—6,000 tonnes; Bonding, repair and extrusion gums—1,150 
tonnes; Rubber cements—300 kilo litres—(NU) 

Sh. V. Jagannathan, 341,Avinashi Road, Pappanaicktnpa- 
layam Coimbatore-37—(Tamil Nadu)—Synthetic Rubber Cots— 
2 lakh metres; Synthetic Rubber Aprons—2 lakh metres,— 
(NU) 

Leather and Leather Goods 

M/s National Tannery Co. Ltd., 1, Middleton Street, Cat- 
cutta-16—(24 Parganas-West Bengal)—Leather Garments— 
3,00,000 pieces,—(NA) 

Glue and Gelatin 

M/s Bihar State Leather Industries, Dev. Corpn (P) Ltd., 
Patna-Bihar—(Muzaffarpur-Bihar)—Gilatin—450 tonnes; Glue 
—450 tonnes.—(NU) 

M/s Kerala State Indl. Dev. Corpn. Ltd., P. B. No. 105, 
Sasthamangalam, Trivandrum (Kerala)—Ossein—2210 tonnes 
Dicalcium Phosphate—4250 tonnes,—(NU) 

Glass 

M/s Premier Scientific Mfg. Co. No. 9, Nilkamal Banglow, 
Patidar Society, Ellisbridge, Near Panchvaty, Ahmedabad— 
(Kalol-Gujarat)—Scientific & Laboratory Glassware' including 
Borrosilicate Bottles—12,000 tonnes.—(NU) 
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M/s Juggilal Kamlapat jute Mills Co, Ltd.. Kamla Tower 
Kanpur—(Kanpur-Uttar Pradesh)—Portland Pozzolana Cemen 
—1,00,000 tonnes.—^NU) 

Change in Names (Owners/Undertaking) 

. (Information pertains to particular licences only) 

- From Sir. Shedi Lai Sugar A General Mills Ltd., Muzafttr- 
nagar—to Swarup Vegetable Products Industries Ltd., 

From The Ganga Sugar Corpn, Ltd., Deoria—to M/s Gan 
geshwar Limited. 

From M/s Electro Metallurgical Works Ltd.,—to M/s Tht 
Dandali Ferro Alloys Pvt. Limited., Bombay. 

From Punjab State Industrial Dev. Corpn. Ltd., Chandi¬ 
garh—to M/s Stepan Chemicals Ltd., 

From M/s Swadeshi Detergents Delhi—to M/s Swadesh 
Detergents Pvt. Ltd., Bombay. 

From M/s Somani Steels Ltd.,—to M/s Somani Wires Limi¬ 
ted., Kanpur. 

From Indian Detenators Ltd,,—to M/s IDL Chemicals Ltd., 
Hyderabad. 

From M/s Binny Engg. Works Ltd;,—to M/s Btnny Ltd., 
Madras. 

From M/s The Chikodi Raibag and Athani Taluk Rayatt 
Sahakari Sakhare Karkhana Niyamit Raibag—to Raibag Saha- 
karj Sakhare Karkhane Niyamit, Raibag. 

From Gujarat State Federation of Co-op Spng. Mills Ltd . 
Ahmedabad-9—to Panchmahal Distt. Co-op Spng. Mills Ltd., 
Panchmahal, Gujarat. 

From Gujarat State Federation of Co-op. Spng. Mills Ltd, 
Ahmedabad-9-4o Visnagar Taluka Majoor Sahakari Mandal 
Co-op Spng. Mills, Vibhag, Mehsana (Guj.) 

From Suraj Mai Mohta Calcutta-1—to M/s Mohta Paper 
Mills Ltd., Madhya Pradesh. 

Licences Revoked/Surrendered 

(Information pertains to particular licences only) 

M/s Steyr India Ltd.*, New Delhi—(Revoked)—Agricultural 
Tractors.—(Revoked) 

M/s Kovilapatti Lakshmi Rollar Flour Mills Ltd.—Bis¬ 
cuits—(Surrendered) 

Letters of Intent Revoked/Rejected etc. 

(Information pertains to particular letters of intent only) 

M/s Krishna Ragunath Shetye A Sons, Radha Krishna 
Sadan, Bicholim, Goa—(Goa)—Isuzu Elf Pick up. 

M/s Staadard Batteries Vakolo, Santa Cruz, Bombay-55— 
(Maharashtra)—Self-propelled high lift passenger loader etc. 

M/s Indocean Engineers Pvt. Ltd.,..Raj Bhavan Road, Hy¬ 
derabad-4—Loudspeakers cones. 

M/s Decor Steel (P) Ltd., 71, Industrial Area, Chandigarh— 
(Haryana)—Automobile Wheels. 

Sh. Virender Singh, 5/9, Kitti Nagar, Industrial Area, 
Delhi-15—Automobile Gears 

M/s Triveni Engg. Works Ltd.; National Insurance Bidg, 
1st Floor, New Delhf-l— (Maharashtra)—Pentaerythritol. 

' SH Davinder Singh Grewal K-55, Connaught Circus, New 
Delhi—(Delhi)—Rock Roller Bits. 

M/s German Remedies LM., Bombay—Nbogynon Tablets. 
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February 1975 

Exhibition Ground 
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Visit the first engineering trade fair 
revealing the sophisticated engineering 
activities of over 100 public and private 
sector companies and consulting firms 
in India. 

The fair will be fascinating and 
stimulating. Thousands of domestic and 
overseas buyers will visit the fair. 

Special industry days with seminars and 
technical films will be held. 


Organised by: 

ASSOCIATION of INDIAN 
ENGINEERING INDUSTRY 
Exhibition Ground, Mathura Road 
New Delhi - 110025 
Telephone : 273274/279633 
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RECORDS 

AND 

STATISTICS 


National 
product and 
capital 
formation 
in 1972-73 

According to the Central 
Statistical Organisation White 
Paper on National Income 
Statistics, India's national in¬ 
come in 1972-73 at constant 
(1960*61) prices is estimated 


atRs 19,130 crores. This is 
Rs 169 crores less than the 
national income in 1971-72. 
There has thus been a fall of 
0.9 per cent in the total in¬ 
come between the two years. 
The per capita income de¬ 
clined by 3.2 per cent over the 
same period. 

The fall in national income 
in 1972-73 is mainly on ac¬ 
count of the fall in the pro¬ 
duction of food grains. This 
has resulted in an appreciable 
fall in the domestic product 
of the agricultural sector- - 
about 7.8 per cent as compar¬ 
ed to the previous year. The 
increases registered by other 
sectors were not adequate 
enough to off set fully the 
decline in the agricultural 
sector. 

Table I gives the levels of 


national income and pet capita 
income at current and at 1960- 
6S prices for the period 1960- 
61 to 1972-73. The variations 
in the rates of growth of 
national income as well as per 
capita income shown in the 
table are mainly due to 
fluctuations in the output from 
agriculture. Over the period 
.1960-61 to 1972-73 national in¬ 
come increased by about three 
per cent per annum on the 
average and the per capita 
income by about 1 per 
cent. 

Table [[ presents the per¬ 
centage composition of net 
domestic product at constant 
prices by broad sectors and 
throws light on changes in the 
structure of the economy over 
the period. The primary 
sector (agriculture, forestry, 
fishery and mining) which ac¬ 
counts for as much as 52 per 
cent of the net domestic pro¬ 
duct in 1960-61 has come 
down to around 44 per cent in 
1965-66 and has continued to 
be at the same level since 
then (except in 1972-73 when 
there was a sharp fall in ag¬ 
ricultural production). The 
secondary sector (manufac¬ 
turing, construction, electri¬ 
city, gas and water supply) 


has increased its (hue flrom 
19 per cent in 19(50.61 to 23.3 
per cent in 1965*66 with no 
subsequent change thereafter. 
There hat been gradual in* 
crease in the share of the 
trade and transport sector 
which has increased from 14 
per cent in 1960.61 to 16.6 
per cent in 1972-73. 

The White Paper on 
National Income also furnishes 
the details of domestic saving, 
capital formation and the 
economic activities of the 
public sector for the period 
1960-61 to 1972-73. The level 
of total domestic saving in the 
economy at current prices has 
increased from Rs 1,324 crores 
in 1960-61 to Rs 5,140 crores 
in 1972-73. During the same 
period net domestic Capital 
formation has increased from 
Rs 1,805 crores to Rs 5,441 
crores. The difference between 
saving and capital formation 
is covered by net capital in¬ 
flow from abroad. Table III 
below gives the rates of net 
domestic saving and net do¬ 
mestic capital formation over 
the period 1960-61 to 1972-73. 
In 1972-73 the rates of saving 
and capital formation have 
been 11.6 per cent and 12.2 per 
cent respectively as ^compared 


Table I 


Estimates of National Product, 1960-61 to 1972-73 


Year 


National product at factor cost 


Percentage increase over 
the previous year (at 
1960-61 prices) 

at current prices 

at constant 
(1960-61) prices 


total (Rs 
crores) 

per capita 
(Rs) 

total (Rs 
crores) 

per capita 
(Rs) 


total per capita 

to 

(2) 

py 

< 4 y 

(5) 

(6) 

(7) 

1960-61 

13267 

305.7 

13267 

305.7 

—. 

— 

i 961 -62 

13991 

315.1 

13732 

309.3 

3.5 

1.2 

1962-63 

14796 

325.9 

13994 

308.2 

1.9 

<~)0 4 

1963-64 

16975 

365.8 

14769 

318.3 

5.5 

3.3 

1964-65 

20000 

421.9 

15884 

335.1 

7.5 

5.3 

1965*66 

20636 

425.5 

15081 

310.9 

(->M 

(—>7.2 

1966-67 

23810 

481.0 

15257 

308.2 

1.2 

H 

1967-68 

28166 

556.6 

16616 

328.4 

8.9 

6.6 

1968-69 

28859 

557 .1 

17180 

331.7 

3.4 

1.0 

1969-70 

31968 

604 3 

18152 

343.1 

5.7 

3.4 

1970-7l* 

34627 

640.1 

19035 

351.8 

4.9 

2.5 

1971-72* 

36599 

660.6 

19299 

3-48.4 

1.4 

f—) 1.0 

1972-73* 

39592 

698.3 

19U0 

337.4 

(~)0-9 

(—) 3.2 


•►provisional 
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to 10.4 per cent and 11.5 per 
cent in the previous year. 

Table IV gives the share 
of the public sector in net 
domestic product at current 
prices for the period 1960>61 
to 1972-73. The total share 
of the public sector comprises 
government administration 
(centre, state and local bodies) 
and departmental and non- 
departmental enterprises. This 
has shown a consistent in¬ 
crease over the period. Thus, 
it forms about 15.9 per cent 
of the total net domestic pro¬ 
duct in 1972-73 against 10.6 
percent in 1960-61. Within 
the public sector, the net do¬ 
mestic product of the non- 
departmental enterprises has 
registered the maximum rise, 
increasing from Rs 165 crones 
in 1960-61 to Rs 1,832 crores 


in 1972-73, This increase is 
partly due to setting up of 
new industries or expansion 
of the existing enterprises in 
the public sector and partly 
due to the extension of the 
domain of the public sector 
for example, by nationalisa¬ 
tion of insurance and bank¬ 
ing and conversion of depart¬ 
mental electricity boards and 
private companies into non- 
departmental electricity under¬ 
takings. 

An analysis of the purfor- 
mance of the public sector 
shows that its total saving 
over the period has increased 
from Rs 309 crores in 1960-61 
to Rs 814 crores in 1972-73 
and the total gross capital 
formation from Rs 1.142 
crores to Rs 3,604 crores the 
capital formation in the 


S blic sector has throughout 
en in excess of net saving 
thus showing income deficit 
over the whole period. 

Besides data on national 
product, capital formation 
and saving, the present White 
Paper includes, for the first 
time, estimates of private con¬ 
sumption expenditure at cur¬ 
rent and constant prices and 
details of classification of gen¬ 
eral government expenditure 
(centre and states) and details 
of activities of non-depart- 
mental enterprises. However, 
it has been possible to pre ¬ 
sent this analysis till 1970-71 
only. Private consumption 
expenditure is estimated at 
Rs 30,629 crores in 1970-71 
accounting for 80 per cent of 
the total national expenditure. 
This is somewhat lower than 


the proportion in 1960-61 
which is of the order of 86 per 
cent. There has been little shift 
in the. pattern of consumption, 
the food items generally ac¬ 
counting for the major share 
of the expenditure. 

The purpose classification 
of general government expen¬ 
diture shows that in 1970-71 
economic service account for 
30 per cent of the total ex¬ 
penditure, defence (including 
internal security) for 19 per 
cent, education and general 
government 16 per cent each, 
and health and housing 3 and 
4 per cent respectively. In 
the case of capital expenditure, 
however, the pattern is some¬ 
what different, economic ser¬ 
vices accounting for as much 
as 59 per cent of the 
total. 


Table II 

Compsoition of Net Domestic Product at Constant Prices by Broad Sectors 


(per cent) 


Year 

primary 

sficnnHurv 

tertiary 



trade, 

transport, stor¬ 
age & com¬ 
munications 

finance 
ft real estate 

community 
and personal 
services 

to 

(2) 

(3) 

(4) 

(5) 

(6) 

1960-61 

52.2 

19.1 

14.0 

4.2 

10.5 

1961-62 

50.9 

19.8 

14.5 

4.2 

10.6 

1962-63 

48.7 

20.8 

15.0 

4.3 

11.2 

1963-64 

47.4 

21.7 

15.2 

4.3 

11.4 

1964-65 

47.9 

21.6 

15.1 

4.1 

11.3 

1965-66 

43.8 

23.3 

16.2 

4.4 

12.3 

1966-67 

42.6 

23.8 

16.4 

4.4 

12.8 

1967.68 

45.4 

22.7 

15.7 

4.0 

i2.2 

1968-69 

44.4 

23.2 

16.0 

4.1 

12.3 

1969-70 

44.6 

23.1 

15.9 

4.0 

12.4 

1970-71* 

45.8 

22.1 

15.6 

4.0 

12.5 

1971-72* 

44.4 

22.2 

15.9 

4.2 

13.3 

1972-73* 

41.7 

23.3 

16.6 

4.4 

14.0 


♦provisional 

Note: Primary eovers agriculture and allied activities, forestry, fishery and mining and quarrying, while secondary covers 
manufacturing (registered ft unregistered), construction, electricity, gas and water supply. 
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Table Jflt 

Sates of Domestic Swing and Capital 

(at current prices) 

Formation 

i ; ■ . " 

i. ■* - ' i 

m . . • ■ ' y. Tame IV . « : ■ • v- 

Share of Public Sector in Net Domestic Prddact " • 

‘ (at current prices).. ■; 

' ' ( '(percent 


per cent of net domestic product at market prices 

* ' ! 

government 

, departmental 

non-depart- total- 

Year 


- 

Year 

administra¬ 

enterprises 

mental 

' ' < 


domestic saving domestic capital formation 

. ; t. 

tion 

1 


enterprises 

1960-61' 

9.3 

12 6 

J$60-6l 

5.-5 ' 

3.9 

1.2 

10.6 

1961-62 

8.4 

10.7 

1961-62 

5.9 

4.1 

1.4 

11.4 

1962-63 

9.5 

12.3 

1962-63' 

6.2 

4.3 

1.8 

.. .. 12,3 

1963-64 

9.8 

12.2 

1963-64 

6.2 

4.3 

2 0 

12.5 

1964-65 

9.2 

12.0 

1964-65 

6.0 

3.9 

1.9 

11.8 

1965-66 

11.2 

13.8 

1965-66 

6.6 

4.3 

2.3 

13.2 

1966-67 

U. 9 

15.5 

1966-67 

6.4 

4 0 

- 2.4 

12.8 

1967-68- 

9.3 

12.1 

1967-68 

6.3 

3.6 

2.3 

12.2 

1968 69 

10.4 

11.7 

1968-69 

6.7 

4.0 

2.8 

13.5. 

1969-70 

11.5 

12.2 

1969-70 

6.8 

3.9 

3.2 

13.9 

1970-71* 

12.4 

13.5 

4970-71* 

6.9 

3.9 

3.7 

, 14.5 

197;-72* 

10.4 

11.5 

1971-72* 

7.3 

4.0 

4.1 

15.4 

1972-73* 

11.6 

12.2 

! 1972-73* 

7.4 

3.9 

4.6 . 

15.9 

*provisienal 


•^provisional 


TaMJ; V 


National Product at Factor Cost Saving and Capital Formation 


Uem 

1960-61 

1965-66 

1969-70 

1970-71* 

1971-72* 

1972-73* 

1. net national product (nnp) (Rs crores) 

1.1 at current prices 

13267 

20636 

31968 

34627 

36599 

39592 

1.2 at 1960-61 prices 

13267 

15081 

18152 

19035 

19299 

19130 

2. estimated population (million) 

434 

485 

529 

54 L 

554 

567 

3. per capita net national product (Rs) 

3.1 at current prices 

305.7 

425,5 

604.3 

640.1 

660.6 

698.3 

3.2 at 1960-61 prices 

305.7 

310.9 

343.1 

351.8 

348.4 

337.41 

4. net domestic saving (nds) (Rs crores) 

at current prices 

1324 

2564 

4048 

4784 

4246 

5140 j 

5. net domestic capital formation (ndcf) 






(Rs crores) 

5.1 at current prices 

1805 

3164 

4290 

5175 

4729 

5441 

5.2 at 1960-61 prices 

1805 

2509 

'. 2646 

2979 

2582 

2788 

6. gross domestic capital formation. (Rs crores) 

6.1 at current prices 

2541 

4393 

6205 

7278 

7029 

7985 

6.2 at 1960-61 prices 

2541 

3540 

3938 

4309 

3955 

4232 

7. rate of saving (per cent) 

9.3 

11.2 

11.5 

12.4 

10.2 

11.6 

8. rate of capital formation (per cent) 

12.6 

13.8 

12.2 

13.5 

11.5 

12.2 

9. private final consumption expenditure 

(pfee) (Rs crores) 

9.1 at current prices 

12210 

18390- 

28650 

30629 

NA 

NA 

9.2 at 1960-61 prices 

12210 

13084 

15631 

16039 

NA 

NA 

10. per capita final consumption expenditure (Rs) 

10.1 at current prices 

28! 

379 

540 

565 

NA 

NA 

10.2 at 1960-61 prices 

281 

270 

295 

296 

NA 

NA 

1 i. index number (1960-6100) 

11. t nnp at current prices 

100.0 

155.5 

241.0 

261.0 

275.9 

298.4 

11.2 nnp at 1960-61 prices 

100 0 

113.7 

136.8 

143.5 

145.5 

144.2 

11.3 nds at current prices 

100.0 

193.7 

305.7 

361.3 

320.7 

388.2 

11.4 ndcf at current prices 

100.0 

175.3 

237.7 

286.7 

262.0 

301.4 

11,5 ndcf at 1960-61 prices 

100 0 

139.0 

146.6 

165.0 

143.0 

Ij54.5 

11,6 pfee at current prices 

100.0 

150.6 

234.6 

250.9 

NA 

NA 

11.7 pfee at 1960-61 prices 

100.0 

107.2 

128.0 

131.4 

NA 

NA ■ 

11.8 per capita nnp at current prices 

100.0 

139.2 

197.7 

209.4 

' 216.I 

228.4 

11.9 per capita nnp at 1960-61 prices 

100.0 

101.7 

112.2 

115.1 

114.0 

110.4 

11.10 per capita pfee at current prices 

100.0 

134.9 

192.2 

201.1 

NA 

NA 

11,11 per capita pfee at 1960-61 prices 

100.0 

96? 1 

105.0 

105.3 

NA 

■ NA 

* provisional NA not available 
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Table VI 

Net Domestic Product at Factor Co$t by Industry of Origin 


_ Industry ~ 

1 . agriculture 

2. forestry and logging 

3. fishing 

i, mining and quarrying 
sub-total; primary 
5. manufacturing 

5.1 registered 

5.2 unregistered 
b. construction 

l electricity, gas and water supply 
sub- total : secondary 
transport, storage & communication 

8.1 railways 

8.2 transport by other means and storage 

8.3 communication 

). trade and hotels & restaurants 

sub-total: transport communication and trade 
[0. banking and insurance 
1, real estate and ownership of dwellings 
and business services 
subtotal: finance and real estate 
12. public administration and defence 

3. other services 

sub-total: community and personal services 

4. total: net domestic product at factor cost 

* provisional 


(at current prices) 



(Rs crores) 

1960-61 

1965-66 

1969-70"* 

1970-71* 

1971-72* 

' 1 972-73* , 

6580 

9534 

15423 

16533 

16976 

18078 

174 

317 

400 

448 

500 

531 

77 

122 

212 

237 

258 

293 

134 

221 

341 

351 

370 

400 

6965 

1094! 

16376 

17569 

1.8104 

19302 

1856 

3014 

4358 

4/70 

5179 

5721 

1071 

1822 

2708 

2946 

3235 

3604 

785 

J192 

1650 

1824 

1944 

2117 

625 

1060 

1761 

1901 

2009 

2141 

68 

144 

281 

313 

334 

366 

25 % 

4218 

6400 

6984 * 

7522 

8228 

576 

<,'42 

1471 

1601 

1737 

1837 

252 

400 

503 

535 

590 

579 

261 

429 

767 

830 

88 5 

985 

63 

113 

201 

236 

262 

273 

1294 

2231 

33% 

3678 

3904 

4410 

1870 

3173 

4867 

5279 

5641 

6247 

160 

346 

539 

636 

755 

847 

392 

574 

650 

696 

745 

830 

552 

920 

1189 

1332 

1500 

1677 

538 

989 

1503 

1635 

1832 

1992 

861 

1307 

1905 

2110 

2280 

2453 

1399 

2296 

3408 

3745 

4112 

4445 

13335 

20801 

32240 

34909 

36879 

39899 


Table VU 

Net Domestic Product at Factor Cost by Industry of Origin 


(at 19 60-61 price)___ ( Rs crore s) 


Industry 

1960-61 

1965-66 

1969-70 

1970-71* 

1971-72* 

1972-73* 

1. agriculture 

6580 

6148 

7612 

8208 

8031 

7409 

2. forestry & logging 

174 

240 

250 

267 

282 

297 

3. fishing 

77 

91 

106 

108 

113 

119 

4. mining & quarrying 

134 

188 

214 

212 

222 

231 

sub-total: primary 

6965 

6667 

8182 

8795 

8648 

8056 

5. manufacturing 

1856 

2557 

2975 

2989 

3041 

3167 

5.1 registered 

1071 

1585 

1858 

1839 

1884 

1981 

5.2 unregistered 

785 

972 

1117 

1150 

1157 

1186 

6. construction 

625 

865 

1076 

1068 

1071 

1102 

7. electricity, gas & wafer supply 

68 

131 

18! 

195 

214 

230 

sub-total: secondary 

2549 

3553 

4232 

4252 

4326 

4499 

8. transport, storage and communication 

576 

788 

957 

981 

1039 

1092 

8.1 railways 

252 

340 

388 

391 

418 

423 

8.2 transport by other means & storage 

261 

352 

449 

463 

487 

528 

8.3 communication 

63 

96 

120 

127 

134 

141 

). trade, hotels & restaurants 

1294 

1681 

1961 

2017 

2060 

2113 

sub-total: transport, communication & trade 1870 

2469 

2918 

2998 

3099 

3205 

). banking & insurance 

160 

223 

283 

310 

348 

370 

I. real estate & ownership of dwellings & 
business services 

392 

443 

454 

459 

467 

475 

sub-total: finance & real estate 

552 

666 

737 

769 

815 

845 

l. public administration & defence 

538 

823 

1055 

1144 

1288 

1372 

5. other services 

861 

1056 

1214 

1261 

1303 

1345 

sub-total: community & personal services 

1399 

1879 

2269 

2405 

2591 

2717 

l. total: net domestic product at factor cost 

13335 

15234 

18338 

19219 

19479 

19322 

5. net factor income from abroad 

(—) 68 

(-) 153 

(-) 186 

(-) M 

(-) 180 

(—) 192 

j. total; net national product 

13267 

15081 

18152 

19035 

19299 

19130 

population: (million) 

434 

485 

529 

541 

554 

567 

!. per capita net national product=per 
capita income (Rs) 

305.7 

310.9 

343.1 

351.8 

348.4 

337.4 


* provisional 
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TABU! VIU 

Domestic Saving (at current prices) 

(Rs crores) 



item 

1960-&1 - 

1965-66 

1969-70 

1970*71* 

1971-72* 

1972 73* 

1. 

household sector 

901 

1871 

3256 

3736 

3210 

4135 


t.l currency 

145 

285 

335 

347 

378 

587 


t.2 net deposits 

ii 

309 

97 

291 

412 

563 


1.3 investment in shares & 
debentures 

67 

775 

30 

53 

16 

62 


1.4 not claims on 
govt, sector 

57 

(--) 9 

(-) 105 

21 

27 

184 


1.5 life insurance funds 

50 

96 

160 

189 

212 

258 


1.6 provident funds * 

126 

216 

389 

461 

529 

564 


1:7 physical assets 

445 

799 

2350 

2374 

1636 

1917 

2. 

private corporate sector 

114 

101 

147 

216 

232 

191 


2.1 non-govt, corporate 
scctcr 

105 

85 

121 

195 

208 

165 


2.2 co-operative banks & 
socieities 

9 

16 

26 

21 

24 

26 

3. 

public sector 

309 

592 

645 

832 

804 

814 


3.1 govt, administration & 
departmental 
commercial enterprises 

298 

542 

626 r 

749 

704 

673 

4. 

3.2 govt, companies and 
statutory corporations 

tl 

50 

19 

83 

64 

141 

total net domestic saving 

<l)+(2)-H3) 

1324 

2564 

4048 

47864 

4246 

5140 


♦provisional 








Table IX 

Domestic Capital Formation (at current prices) 


(Rs crores) 



item 

1960-61 

1965-66 

1969-70 

1970-71* 

1971-72* 

1972-73* 

1 . 

total gross fixed domestic capital 
formation 

2156 

4132 

6083 

6419 

6978 

7714 


1.1 construction 

1337 

2360 

3793 

3985 

4194 

4569 


(a) public sector 

676 

1377 

1499 

1756 

2095 

2560 


(b) private sector 

661 

983 

2294 

2229 

2099 

2009 


1.2 machinery & equipment 

819 

1772 

2290 

2434 

2784 

3145 


fa) public sector 

379 

669 

691 

678 

833 

1036 


(b) private sector 

440 

1103 

1599 

1756 

1951 

2109 

2. 

changes in stocks 

427 

295 

453 

754 

388 

345 


(a) public sector 

87 

170 

69 

376 

321 

8 


(b) private sector 

340 

125 

384 

378 

67 

337 

3. 

total gross domestic capital formation 2583 

4427 

6536 

7173 

7366 

8059 


(a) public sector 

1142 

2216 

2259 

2810 

3249 

3604 


(b) private sector 

1441 

2211 

4277 

4363 

4117 

4455 

4. 

less consumption of fixed capital 

736 

1229 

1915 

2103 

2300 

2544 


(a) public sector 

116 

217 

389 

420 

453 

510 


(b) private sector 

620 

1012 

1526 

1683 

1847 

2034 

5. 

total net domestic capital formation 

1847 

3198 

4621 

5070 

5066 

5515 


(a) public sector 

1026 

1999 

1870 

2390 

2796 

3094 


(b) private sector 

821 

1199 

2751 

2690 

2270 

2421 

6. 

errors & omissions 

(—)42 

(—)34 

(-0331 

<+)105 

(-—>337 

(—)74 

7. 

total net domestic capital formation 
adjusted for errors & omissions 

1805 

3164 

4290 

5175 

4729 

5441 

8. 

total gross domestic capital 
formation adjusted for errors 
and omissions 

2541 

4393 ' 

6205 

7278 

7029 

7985 


■"provisional 
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Table X 

Private Consumption Expenditure by Object 
(at current prices) 


(Rs crores) 


items 1960-61 

1965-66 

1969-70 

1970-71 


items 

1960-61 

■«U——■■ 

1965-66 

. 1969-70 

1970*71 

0 ) 

(2) 

(3) 

(4) 

(5) 


0) 

(2) 

(3) 

( 4 ) 

(5) 

1. food 





2, 

pan, tobacco & 





1.1 cereal and cereal 






intoxicants 

795 

921 

1304 

1389 

substitutes 

3499 

5014 

8543 

8917 

3. 

clothing 

790 

1171 

1612 

1712 

1.2 milk: and milk 





4. 

fuel and light 

479 

887 

1113 

1250 

product 

946 

1412 

2110 

2244 












5. 

rent 

643 

922 

1212 

1318 

1.3 edible oil 

478 

768 

1233 

1629 












6. 

taxes 

10 

10 

17 

20 

1,4 meat, egg and fish 

336 

612 

807 

774 












7. 

miscellaneous 

1916 

3059 

4831 

5302 

1.5 sugar 

582 

948 

1237 

1393 







1.6 salt 

25 

36 

49 

72 

8. 

total 

12210 

18390 

28650 

30629 

1.7 other food 

1711 

2630 

4582 

4609 

9 . 

per capita private 











consumption expendi 

- 




1.8 total 

7577 

11420 

18561 

19638 


ture (Rs) 

281 

379 

540 

565 


Nate: Estimates for private non-profit institutions, expenditure of residents abroad and expenditure of nonresidents in 
the country are not separately available due to lack of data. However, estimates for private non-profit institutions 
are implicit in the private consumption expenditure given in this tabic which have been arrived at by the 
commodity-flow method and arc provisional. 


Tabu; XI 


Share of Public Sector in Domestic Product 

(at current prices) 


(Rs crores) 


item 

1960-61 

1965-66 

1969-70 

1970-71* 

1971-72* 

1972-73* 

0) 

(2) 

(•) 

(4) 

(5) 

(6) 

(7) 

1. gross product of public sector 

1538 

2960 

4860 

5467 

6144 

6867 

1.1 govt, administration 

735 

1367 

2193 

2401 

2698 

2965 

1.2 departmental enterprises 

586 

973 

1336 

1466 

1596 

1686 

1.3 non-departmental enterprises 

217 

620 . 

1331 

1600 

1850 

2216 

2. net product of public sector 

1422 

2743 

4471 

5047 

5691 

6357 

2.1 govt administration 

735 

1367 

2193 

2401 

2698 

2965 

2.2 departmental enterprises 

522 

890 

1237 

1361 

1493 

1560 

2.3 non-departmental enterprises 

165 

486 

1041 

(per 

1285 

cent) 

1500 

1832 

3, share of public sector in gross domestic 

product 

10.9 

13.4 

14.2 

14.8 

15.7 

16.2 

3.1 govt, administration 

5.2 

6.2 

6.4 

6.5 

6.9 

7.0 

3.2 departmental enterprises 

4.2 

4.4 

3.9 

4.0 

4.1 

4.0 

3.3 non-departmental enterprises 

1.5 

2.8 

3.9 

4.3 

4.7 

5.2 

4. share of public sector m net domestic 

product 

10.6 

13.2 

13.9 

14.5 

15.4 

15.9 

4.1 govt, administration 

5.5 

6.6 

6.8 

6.9 

7.3 

7.4 

4.2 departmental enterprises 

3.9 

4.3 

3.9 

3.9 

4.0 

3.9 

4.3 non-departmental enterprises 

1.2 

2 3 

3.2 

3.7 

4.1 

4.6 


• provisional 
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Tablb XU 


Net Domestic Product Drum Pubiic Sector by Iadpstry of Origin 
(at current prices) 

(Rs crores) 


industry 

I960-61 

1965-66 

1969-70 

1970-71** 

1971-72** 

1972-73** 

(i) 

(2) 

(3) 

(4) 

(5) 

(«) 

0) 

1. agriculture 

30 

80 

113 

141 

162 

190 

1.1 departmental enterprises 

30 

78 

108 

136 

157 

183 

1.2 non-departmental enterprises 

— 

2 

5 

5 

5 

7 

2. forestry @ 

48 

77 

102 

107 

124 

121 

3. lhining and quarrying 

16 

33 

80 

81 

89 

112 

3.1 departmental enterprises 

— 

_ 

— 

— 

— 

— 

3.2 non-departmental enterprises 

16 

33 

80 

81 

89 

112 

sub-total; primary 

94 

190 

295 

329 

375 

423 

4. manufacturing 

82 

236 

437 

516 

560 

700 

4. J departmental enterprises 

58 

114 

1.42 

151 

166 

208 

4.2 non-departmental enterprises' 

24 

122 

295 

365 

394 

492 

5. construction 

43 

80 

126 

133 

158 

178 

5.1 administrative departments 

18 

26 

50 

52 

62 

63 

5.2 departmental enterprises 

24 

49 

72 

75 

85 

101 

5.3 non-departmental enterprises 

1 

5 

4 

6 

11 

14 

6. electricity, gas and water supply 

45 

104 

223 

248 

267 

295 

6.1 departmental enterprises 

10 

13 

34 

36 

22 

19 

6.2 non-departmental enterprises 

35 

91 

189 

212 

245 

276 

. sub-total: secondary 

170 

420 

786 

897 

985 

1173 

7. transport, storage and communication 

374 

616 

892 

976 

1068 

1098 

7.1 railways 

251 

399 

502 

535 

590 

579 

7.2 communication 

63 

113 

201 

236 

262 

273 

7.3 transport by other means & storage 

60 

104 

189 

205 

216 

246 

7.3.1 administrative departments 

2 

4 

6 . 

6 

6 

6 

7.3.2 departmental enterprises 

36 

42 

6‘> 

76 

77 

66 

7. 3.3 non-departmental enterprises 

22 

58 

114 

123 

133 

174 

8. trade, hotel and restaurants @ 

5 

22 

70 

78 

117 

117 

sub-total: transport, communication and trade 

379 

638 

962 

1054 

1185 

1215 

9. banking and insurance 

62 

155 

288 

414 

508 

627 

9.1 departmental enterprises 

2 

5 

7 

9 

10 

10 

9.2 non-departmental enterprises 

60 

150 

281 

405 

498 

617 

10. public administration & defence 

538 

989 

1503 

1635 

1832 

1992 

11. other services 

179 

351 

637 

718 

806 

927 

11.1 administrative departments -f 

177 

348 

634 

708 

798 

904 

U.2 departmental enterprises 

— 

— 

... 

— 

._ 


11.3 non-departmental enterprises + + 

sub-total: finance & community and 

2 

3 

3 

10 

8 

23 

personal services 

779 

1495 

2428 

2767.., 

314$ 

3546 

12. total public sector 

1422 

2743 

4471 

5047 

5691 

6357 

12.1 administrative departments 

735 

1367 

2193 

2401 

2698 

2965 

12.2 departmental enterprises 

522 

890 

1237 

1361 

1493 

1560 

12,3 non-departmental enterprises 

165 

486 

1041 

1285 

1500 

1832 


@ relates to non-departmental only -f relates to education, medical, public health, water supply and 


@@ relates to departmental only. sanitary services 

** provisional 1- rotates to real estate, ownership of dwellings and welfare insti¬ 

tutions 
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Unsettled world 

economic scene 

* , ■ 

THE UNSETTLED conditions 

which characterized the world 
economic scene of the past 
year stimulated increased 
financial and consultative ac¬ 
tivities of the International 
Monetary Fund which are 
continuing into 1975. 

Drawings on the Fund 
during the past year totalled 
the equivalent of 4,053 million 
special drawing rights (SDRs). 
This is the largest amount ever 
registered in a calendar year; 
the next highest level had been 
reached in 1968 with SDR 
3,552 million. It represents a 
sharp turnabout from 1973 
when total drawings of SDR 
732.6 million were the lowest 
in ten years. Of the total 1974 
drawings, SDR 2,337 million 
were under the Fund’s regular 
facilities, and SDR 1,716 
million under the oil facility 
which was established during 
the year to assist member 
countries in meeting the im¬ 
pact of higher oil import costs 
on their balances of payments. 

The Fund’s new Interim 
Committee on the Interna¬ 
tional Monetary System, at its 
first working meeting in Wash¬ 
ington on January 15 and 16, 
1975, carried on its work 
of advising and . report¬ 
ing to the Board of Governors 
with respect to supervising 
the management and adapta¬ 
tion of the international 
monetary system, considering 
proposals to amend the 
Articles of Agreement, and 
dealing with sudden dis¬ 
turbances that might 
threaten the system. The 
Interim Committee succeeds 
the Committee of 20, which 
concluded its work in mid - 
June 1974 and was terminated 
at the Fund’s 1974 Annual 
Meeting; it had held two meet¬ 
ings during the year and its 
Deputies four. 

During the past year, 33 
member countries used the 
oil facility, drawing amounts 
of currencies which totalled 


the. equivalent of 1,716 million 
special drawing rights (SDRs). 

The largest purchases were 
made by Italy totalling SDR 
675 million, India (SDR 200 
million), Yugoslavia (SDR 
139 million), Pakistan (SDR 
97.94 million), Korea (SDR 
90 million),New Zealand (SDR 
85,68 million), Uruguay (SDR 
46.58 million), Chile (SDR 
41.47 million), and Bangladesh 
(SDR 40.39 million). 

To finance drawings under 
the oil facility, the Fund en¬ 
tered into borrowing agree¬ 
ments with nine governments 
or monetary authorities. The 
lenders and the amounts up 
to which they have agreed to 
lend are, in SDR equivalents: 


Abu Dhabi 
Canada 

Central Bank of 
Iran 

Central Bank of 
Kuwait 

Kingdom of the 
Netherlands 
Nigeria 

Oman Currency 
Board 

Saudi Arabian 
Monetary Agency 

1,000,000,000 


SDR 100.000.000 
249,084.0(KV 


580,000,000 

400,000,000 

150.000,000 

100 , 000,000 

20,000,000 


Central Bank of 
Venezuela 450,000,000 


The total amount of re¬ 
sources made available for 
financing purchases under the 
oil facility thus amounts to 
about SDR 3.05 billion. At 
the end of the year, about 
SDR 1.33 billion were still 
unused. In order to give mem¬ 
ber countries time to consider 
their balance of payments re¬ 
sults for 1974, the Fund will 
be prepared to receive requests 
for purchases under the 1974 
oil facility until February 
28, 1975. 

At its recent meeting in 
Washington the Fund’s Interim 
Committee considered the con¬ 
clusions of the Executive Direc¬ 
tors concerning the role of the 
Fund in financing oil-related 
deficits for 1975. It is widely 
agreed that there will be an 
even greater need for recycling 
through official channels in 
1975. 

The establishment of an oil 
facility in the Fund was first 


discussed at the meeting of the 
Fund’s Committee of 20 on 
theteform of the international 
monetary system on January 
17 and 18. 1974, in Rom^ 
based on a proposal by the 
Fund’s Managing Director, 
Mr Wittevcen. The Com¬ 
mittee asked the Executive 
Directors to explore urgently 
the idea of such a facility. 
After preliminary negotiations 
with potential lenders in the 
spring by the Fund’s Manage¬ 
ment, and following intensive 
discussions in the Board of 
Executive Directors, a decision 
was taken on June ! 3 to esta¬ 
blish a new oil facility. Inte¬ 
rest on Fund borrowings to 
finance drawings under the oil 
facility was set at an annual 
rate of seven per cent, and 
corresponding rates are 
charged to members that draw 
under the facility. Repay¬ 
ment is to be completed not 
later than seven years after the 
purchase. 

On August 22, the Fund 
announced the completion of 
borrowing agreements with the 
first seven lenders. This op¬ 
ened the way for purchases 
by members, and the first 
group of these were announced 
on September 6. The pace 
of purchases quickened to¬ 
wards the end of the year. In 
an appraisal of the achieve¬ 
ments of the oil facility, Mr. 
Wittcveen said that it had 
been a major factor, especially 
in the latter part of 1974, in 
helping many member coun¬ 
tries to avoid restriction or 
unduly abrupt adjustment 
such as severely deflationary 
policies or competitive ex¬ 
change rate action. 

Under the Fund’s regular 
facilities of the General Ac¬ 
count, member countries pur¬ 
chased the equivalent of SDR 
2,337.3 million in 1974 as 
against SDR 732.6 million in 
1973. Besides numerous gold 
tranche drawings, large pur¬ 
chases by Italy contributed 
substantially to the overall 
increase. 

Total repurchases amount¬ 
ed to the equivalent of SDR 
606,2 million compared with 
St)R 614 million repaid in 
1973. Net drawings outstand¬ 
ing at the end of the year 


.were equivalent to SDR 5*627.4 
million compared with SDR 
3,505 million at the end of 
1973, 

Six developing countries 
faced with shortfalls in their 
export earnings; used the 
Fund's compensatory financing 
facility for drawings to the 
equivalent of SDR 107.15 
million. 

During 1974, the Fuad 
approved stand-by arrange¬ 
ments for 15 member conn* 
tries in a total amount equiva¬ 
lent to SDR 1,381.75 million, 
of which SDR 433.10 million 
was still available at the end 
of the year. Members and 
amounts (in million SDRs) of 
stand-bys approved during 
1974 were as foil ows: ‘ 


Bangladesh 

Burma 

Chile 

Fiji 

Guyana 

Haiti 

Israel 

Italy 

Korea 

Liberia 

Pakistan 

Panama 

Philippines 

Sri Lanka 

Sudan 


3125 

31.5 
79.0 
3.25 

5.0 

4.0 

32.5 
1,000.0 

20.0 
4.0 
75.0 
9.0 
, 38.75 

24.5 
24.C 


1,381.7 


The expansion in the 
of the Fund’s resources 
been met, in addition to 1 
rowing to finance drau 
under the oil facility, by » 
existing holdings of currei 
Some of the currencies 
ded in Fund transactio 
1974 were used for tf 
time. 

They are Bahrain 
Ecuadoran sucres, Ind 
rupiahs, Iranian rial 
Omani, Saudi Arabia 
and United Arab 
dirhams. 

A further impor f 
lopment in the Fund 
ty has been the a 
and extension of tY 
Arrangements to F 
a five-year period c 
October 24, 1975.' 
the Fund to replc 

sources by borret_ 

the equivalent of 





MT^UP 

0ARY 24, 1975 



5,5 billion in the currencies of 
ten of its industrialized mem< 
bcrs (the United States, Ger¬ 
many, the United Kingdom, 
France, Italy, Japan, Canada, 
the Netherlands, Belgium and 
Sweden). These arrangements 
entered into force in October 
1962 and were modified at the 
occasion of the present rene¬ 
wal to bring their operational 
provisions up to date. They 
provide the Fund with a use¬ 
ful supplement to its resources 
which it can use when any of 
the ten participants makes a 
purchase from the Fund. 

On June 13, 1974, the 
charges on the use of the 
Fund’s resources were revised 
to range from 4 to 6 per 
cent per annum, and the basic 
rate of remuneration was set 
at 5 per cent, the same as the 
interest on the SDR. 

A major addition to the 
Fund's policies to assist its 
members was the establish¬ 
ment of an Extended Facility 
in mid-September. Under this 
new medium-term facility, the 
Fund will give special assistan¬ 
ce to members for longer per¬ 


iods, and in amounts larger in 
relation to their Fund quotas, 
than has been the practice 
under existing tranche policies. 
The duration of a regular 
stand-by arrangement does not 
exceed 12 mopths and the 
repayment period for purchases 
made under it is for a maxi¬ 
mum of five years; in cofay 
trast, under an extended ar¬ 
rangement the member coun¬ 
try can count on Fund sup* 
port for up to three years 
and will have a repayment 
period of up to eight years. In 
its formulation and adminis¬ 
tration, the Extended Facility 
is likely to be beneficial in 
particular for developing coun¬ 
tries with serious payments 
imbalances and structural 
maladjustment. 

A new method of valuation 
for the special drawing right 
was introduced on July l, 
following a decision of the 
Executive Directors on June 
13. At the same time, the 
rate of interest on the SDR 
was raised from 11/2 to 5 per 
cent per annum. The new 


nfethod of establishing rates 
of exchange for currencies 
against the SDR is the so- 
called “standard basket.*’ The 
value of the SDR is set equal 
to the sum of a “basket” of 
sixteen currencies, with the 
share of each currency in the 
“basket” being broadly deter¬ 
mined by its importance in 
international trade and pay¬ 
ments. Using market ex¬ 
change rates, the Fund each 
day calculates the value of the 
“basket” in terms of the U.S. 
dollar and determines rates 
against the SDR for other 
currencies involved in Fund 
operations and transactions. 

There was no new alloca¬ 
tion of SDRs at the start of 
1974 and thus the total of 
SDRs in existence has re¬ 
mained at SDR 9.3 billion 
since the last allocation on 
January l, 1972. No decision 
has been taken regarding 
further allocations of SDRs. 

During 1974 total transfers 
of SDRs were 1,038 million 
compared with SDR 1,189 
million in 1973 and SDR 1,494 
million in 1972. Transactions 


with designation, in which the 
Fund designates Countries to 
provide foreign exchange to 
users of SDRs, totalled SDR 
449 million, which was the 
largest annual total for this 
type of transaction since SDRs 
were first allocated ,at the 
start of 1970. The total of 
transfers for 1974 also 4nclu» 
ded use of SDR 379 million in 
transactions by agreement 
among thosg? European coun¬ 
tries that maintain their cur¬ 
rencies within narrow margins. 
Transfers from participants to 
the Fund’s General Account 
totalled SDR 80 million in 
1974. 

During the year many 
countries look the initiative 
to obtain SDRs from the 
Fund’s General Account ag¬ 
ainst payment of currency in 
order to reconstitute their 
SDR holdings. The total 
amount obtained in this way 
was SDR 120 million. Over 
the year the General Account’s 
holdings fell from SDR 508 
million to SDR 457 million. 

—IMF 

Memorandum, January 7,1975 


"----*- — . 

The Old Order Changes 

The ”New DeaF envisaged for the tribals in Andhra Pradesh in the First Five-Year Plan stands fulfilled 
» in the successive plans. Development schemes in tribal areas were launched during the First Plan with an 

outlay of Rs. 118.72 lakhs. 

The establishment of four multi-purpose projects at Utnoor, Arnku, Narsampet and Paderu in the State 
marked the beginning of an integrated approach to long-range planning centring on tribal development. Dur¬ 
ing the Third Plan, twenty-four tribal development Blocks covering the tribal areas were constituted. 

The tempo of development over the successive plan periods gathered momentum. The outlay earmarked 
for Tribal Welfare registered manifold increase — from a modest Rs, 118.72 lakhs to Rs. 734.03 lakhs in the 
Fourth Five Year Plan. 

In addition, specialised institutions like the Girijan Cooperative Corporation Limited, and the Andhra 
Pradesh Scheduled Castes and Scheduled Tribes Cooperative Housing Agency were brought into being to give 
undivided attention to an aspect of our hydra-headed social problem. 

To the changing times the tribals are slowly responding — an encouraging sign indeed. In the crucial 
days ahead, they will no doubt make a contribution to "the mainstream of life. ; 

The old order changes, yielding place to new. - ■ . 

THE DIRECTOR Ofr INFORMATION 
AND PUBLIC RELATIONS 
GOVT. OF ANDHRA PRADESH 
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COTTON COfltfOffT 
OF THE CENTURY 

Thi cool comfort of a great 
cotton fabric made by 
Century... Cosy-Cot. When 
It comes to comfort, nothing 
beats cotton ... cotton 
that's cool absorbent 
cart-free. You feel the 




difference when you wear e 
shirt made o«jt of Cosy-Cot 

COSY-COT WITH NEVE*- 
aEFOftt DESIGNS. CLEVER- 
WOVEN INTO A RICH ft!ICN 
Tf KTUNf. tut. SHRUNK FOR FINN 
LONG WEAK AND LASTlM# IHAH 


SHIRTINGS 
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Do You Know 

i) that different speeies of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON- 
GRADE PULP? 

ii) that GWALIOR RAYONS, MAYOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon-grade Pulp ? 

iii) that MURIJKKU (Erythriua Indica) and UPPOOTHY (Maca- 
ranga Peltata), among those woods, are outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon- 
grade Pulp ? 


Contact 

THE 6WIU0R RAYON SILK NHL (TO.) CO. LTD., 

(PULP DIVISION) 

Birlakootam — MAVOOR - Kozhikode X>t. 

KERALA 

Grams : ,, WOODPULP M Calicut Telex :*b34-216* Phones v 3973 A 3974 (Calicut) 

51 A 52 (Mavoor) 
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EhYTHRINA INOICA. 

MACARANtA PEITATA. STEREOSPERMUM CHELANDRIS, 

DILLENIA PENTA6YNA «t cetera 

What are they? 

Nothing but a tew of the longue-twisting botanical names ol certain soft 
and semi-bard wood species locally known in Kerala as MURUKKU. 
UPPOOTHY, POOPAADIRI. VAZHAPUNNA etc. which are now being 
used os raw material (or producing. 

RA YON GRADE PULP. 

Thus Gwalior Rayons helps build up economy ol 
" Nation "by* Saving neatly fifteen crores rupees worth 
of foreign exchange every year. 




THE GWACiOOAYON SILK MFG. (WVG.) CO. LTD.. 

(PULP DIVI8ION) 

Blrlakootstm - MAVOOR - Kozhikode Dt. 
KERALA 


Grams : “WOODPULP" Calicut Telex: 084-216 Phones ; 3973 A 3974 (Calicut) 

51 & 52 (Mavoor) 
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Wind must 

change 


Could it be that senior ministers in the 
central government have taken on this 
January 26 a Republic Day resolution to 
be obstinately optimistic? Mr T.A. Pai, 
addressing the second International Semi¬ 
nar of Economic Journalists in New Delhi, has informed us that there is no recession in 
our economy. He has said that industrial production keeps growing, that where out¬ 
puts had dropped earlier, the concerned industries are picking up and that, as in the 


case of the tex'ilc industry, even where prices were slipping sometime ago due to 
accumulation of stocks, manufacturers have since been able to push them up again. Mr 
Jagjivan Ram, that sedulous searcher aficr silver linings, desires that we should take 
heart because the kharif procurement has not been going badly, while the rabi prospects 
have visibly brightened up. Professor D.P. Chattopadhyaya, wanting not to be left 
behind, has re-assured us that India’s exp >rt trade would not suffer even if there is re¬ 
cession in the industrialized countries or other foreign economies. 


Lending his confident music to this orchestration of hope and faith Mr K.C. Pant 
has promised that his ministry's policy planning for power as well as its vigorous pur¬ 
suit of performance in the existing facilities and progress on projects in the offing should 
see the country out of its energy difficulties. Crowning it all has come Mr K.D. 
Malaviya’s invitation to the nation to rejoice in the certainty that, Bombay High having 
begun to ooze oil the country should be self-sufficient in this essential and strategic 
asset around 1985 at the rates of consumption and production coming happily together 
at a level of 30 million tonnes. We should not quarrel of course with these white 
knights, so bold and true, who are carrying all these horscloads of good news from 
Ghent to Aixe, for this journal too is persuaded that, in comparison to 1974 or 1973, 
the new year has started rather well and should be able to do better as it goes along, 
Mrs Gandhi and her ghostly advisers, as distinct from her more visible ministerial 
colleagues, permitting. 


Mr C. Subramaniam, who occupies the post of Finance minister, — an office which 
perhaps currently has even more problems than the prestige that necessarily goes with 
it — 1ms been appropriately circumspect in doing any loud thinking since the central 
budget is only a few weeks away. As a matter of fact he told the seminar that this was 
the time for a Finance minister to do the listening rather than the talking. This is quite 
as reassuring as anything that he could possibly have said. It is clearly necessary and 
desirable that the Finance minister should keep an cpm mind and be receptive to sugges¬ 
tions that may come to him about the policies by which the forthcoming central budget 
could assist the economy ; n cashing on the favourable circumstances and trends seen in 
the early days c f the new year to which so many of his colleagues have drawn the atten¬ 
tion of the public. Granted that the food and agricultural base of the economy is im¬ 
proving as Mr Jagjivan Ram has claimed, that progress is being made with power 
generation and distribution as Mr Pant has hopefully suggested and that demand is 
running at a level firm enough and strong enough to engage all the productive capacity 
or potential in industry as Mr Pai lias forcefully been arguing, it still remains for the 
government immediately through the central budget and also otherwise over the com¬ 
ing months to impart a positive direction to savings, investment and agricultural and 
industrial expansion. 


Fortunately Mr Subramaniam seems to be as sensitive to this imperative as any¬ 
body would wish him to be and it is significant that, speaking at the international semi¬ 
nar of economic journalists in New Delhi, he has just assured the country that the budget 
proposals on which he is working will impart to the economy the direction which it 
could most profitably take. It should be generally possible to concede that no sharp 
departure from the current monetary or credit policy could be risked for some time to 
come. The government has been able to assert a certain measure of control over 
money supply by raising interest rates and regulating the availability of bank credit and 
while it is necessary that the banking system should minister more helpfully to the me- 
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small industry units, there 
not seem to be any scdpe presently 
for reftationary monetary or credit poli¬ 
cies beyond adjustments of a marginal 
nature as the busy season ends. 

By the same token it should be proper 
for fiscal policy to assume some responsibi¬ 
lity for activating and mobilizing the 
productive resources of the community 
through higher levels of saving, invest¬ 
ment or even selective consumption. Here, 
unfortunately, our public finances have 
"been rigidly laid on a Procrustean bed. 
Taxation has been stretched painfully 
to cope with expanding government ex¬ 
penditure on administration and also on a 
number of unproductive outlays of a capi¬ 
tal or revenue nature. At the same time 
the availability of resources for financ¬ 
ing production and investment, whether in 
the public sector or the private, is being 
chopped off in order to suit the stringency 
of aggregate financial resources available 
for the government or the community. 
Unless the fiscal proposals of the forth¬ 
coming central budget could help the go¬ 
vernment and the country to get out of this 
impossible position, the Finance minister 
cannot really hope to give a constructive 
turn to the course of the national economy. 
For one thing the government, taking cour¬ 
age in both hands, should opt out of the 
present policy of 1 inking dearness allowance 
to the cost of living and freeze dearness 
allowance at its existing levels throughout 
the central government, state governments, 
public sector undertakings and industrial 
and commercial establishments in the pri¬ 
vate sector. This should be the logical 
sequel to the anti-inflationary measures 
taken since July last year to moderate the 
pressures acting on the price level us well 
asthcinvestible resources in the economy. 

Simultaneously the central budget should 
be equally bold in surrendering notional 
tax revenues through selective reliefs in 
direct or indirect taxation which could 
promptly stimulate economic activity and 
thereby bring about a genuine improve¬ 
ment in the government’s tax revenue. Tn 
the case of direct taxation it would be so¬ 
cially valuable and economically worth¬ 
while to raise the income tax exemption 
limit to Rs 7,500 and moderate the inci¬ 
dence of taxation correspondingly on in¬ 


comes up to Rs 25,000. It would also be 
wise and proper to make it more attrac¬ 
tive, particularly for assessees in the in¬ 
come range of Rs 25,000 to Rs 40,000 to 
save more and invest more by offering 
them a suitable scheme of more liberal 
tax rebates designed for the purpose. 

As for indirect taxation, the simplest as 
well as the most straightforward course 
would be to look very closely indeed into 
those central excise duties which may be 
harshly restrictive of production or essen¬ 
tial consumption. In any event there is no 
case at all for retaining any central excise 
duty at a level which is killing or is threa¬ 
tening to kill off established industries by 
draining their liquidity or otherwise 
squeezing their financial resources. It 
may be argued that any reduction or re¬ 
lief in taxation, however contrived, would 
only force the government to depend even 
more heavily or objectionably on deficit 
financing. The short answer could be that 
the galloping increase in taxation which 
has been continuously taking place has 
after all not been able to moderate the re¬ 
course to deficit financing. Could it not 
be that the time has come for th e problem 
to be dealt with oil a different basis or on 
different assumptions? 


Pant and power 

Thu union minister for Energy, Mr 
K.C, Pant, has been drawing attention to 
the improvement in the power situation 
with the belter management of existing 
thermal capacity and the installation of ad¬ 
ditional generating sets for over 1000 mw 
so far in 1974-75. However, the demand 
for power is growing at such a rapid rate 
that it will be difficult for the state elec¬ 
tricity boards to step up generation to the 
desired extent, unless highet priority is 
accorded for implementation of power 
schemes and there is more effective co¬ 
ordination of the activities of the state 
electricity boards in different regions. 
Rajasthan, Madhya Pradesh and Kerala 
have surpluses *o export though there are 
deficiencies in the inter-linking of grids of 
Rajasthan, Punjab and Haryana. The 
quantities of power generated in Madhya 
Pradesh and Kerala, are, of course, being 
fully utilised though even in the later 
state hydel power generation has been 


As we had indicated earlier, the drastic 
curtailment of unproductive public ex¬ 
penditure, both on revenue and capital 
accounts and the rigorous disciplining 
of other outlays according to a rational 
order of priorities seem to be the only 
means open to the government to gain 
some authority over its resources position. 
The mere raising of taxation, whether 
direct or indirect, again and again has 
already become counter-productive and 
the law of diminishing returns is bound to 
operate even more fiercely in the future if 
further increases in taxation or even the 
maintenance of some of the taxes at their 
existing high rates were to inhibit the 
production of particular industries or the 
general growth of economic activity — as 
indeed they would. Mr Pai may be right 
in saying that there is no recession yet in 
the economy. Inflation, however, is very 
much there and if the government does not 
act seriously enough to prevent stagnation 
or feeble economic business expansion 
becoming a loyal attendant of inflation, Mr 
Pai would be the first to realize that not 
merely a recession but an economic crisis 
of inadequate production and growing un¬ 
employment would emerge to falsify the 
pristine expectations of this new year. 


adversely affected as in Maharashtra, 
Karnataka, Tamil Nadu and Orissa, by 
the failure of monsoons. 

What precisely is the thinking of the 
government and the planners in regard 
to the execution of new and continuing 
schemes has not been spelt out in spite 
of the fact that the fifth Plan is running 
out ii s first year. It is true that in addition 
to the new capacity of 1700 mw, if hot 
2000 mw in 1974-75, as much as 3000 mw 
in 1975-76 will be created. Even the 
achievement of a target of 5u00 raw in 
1974-76, which by itself is commendable, 
cannot help the planners to reach the am¬ 
bitious goal of over 35,000 mw by 1978-79. 
With the constraints on financial resources 
and the handicaps of the state govern¬ 
ments, it will well-nigh be impossible to 
step up the tempo of construction of hydel 
and thermal projects for creating new capa¬ 
city at an annual average of 4000 mw in 
1976-79. The task, however, is hot 
beyond the capability of the nation as 
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thermal generating seta will be available 
ia the required volume and what is all 
needed is the organisation of work and 
assembly of men and material with the 
provision of the requisite resources. 

There is no indication ycf of any pre¬ 
paredness on the pari of the Planning 
Commission to consider sympathetically 
the claims of state governments like 
Andhra Pradesh, Tamil Nadu, Karnataka, 
and Uttar Pradesh on the plea of lack of 
resources and insistence on the mobili¬ 
sation of matching funds. The position in 
the southern region particularly is grave. 
For, against the signs of improvement in 
other regions, there has been a net dete¬ 
rioration in p >wer availability with the dis¬ 
astrous failure of tath the monsoons and 
the earlier slow progress in respect of exe¬ 
cution of plan schemes. The Tamil Nadu 
government has again been obliged to 
double the pjwer cut to 60 per cent re¬ 
cently and is now worded about preventing 
a further rise in the cut in summer 
months; Kerala is not in a p)silion 
to supply the usual quota of 2 million units 
daily because the hydcl storages are not 
satisfactory and its own needs cannot be 
fully met if there is no careful manage¬ 
ment of available Water resources. 

Karnataka has been badly hit in the last 
two seasons. The increase in the capacity 
of Bslgaum Smelter by 20,000 tonnes is 
remaining largely unused while work on 
fresh expansion has had \o be slowed 
down. The Mangalore fertiliser project 
may go on stream later in the year. Other 
industrial ventures also are implementing 
expansion schemes and only recently the 
state’s Industries minister, Mr S.N. 
Krishna, emphasised the need for erecting 
a coal based or nuclear power station in 
the Hospst region for achieving balance 
in generating capacity and preventing a re¬ 
currence of the current happenings. Even 
if the Kalinadhi project can take shaps 
quickly it can be hopsd that there will be 
a distinct improvement in pawer availabi¬ 
lity only in the later years of the current 
plan period. But progress has been in- 
execusably slow and it will not be sur¬ 
prising if this mammoth project in all 
stages, accounting for a capacity of over 
1200 mw, wilt be completed fully only by 
the middle of the next plan period. 

The Chairman of the Andhra Pradesh 


State Electricity Board Has also bemoaned 
that the Srisailam, Nagarjuna Sagar and 
Lower Siler u projects having a capability of 
840 mw are being constructed for nearly a 
decade now because of the severe shortage 
of financial resources. These schemes 
could have been completed in 5/6 years 
yielding valuable additional power by 
now and relieving the prcssuic on con¬ 
sumption of petroleum products or coal. 
The Kothagudam 4ih stage expansion also 
has not been quickly taken up, while 
Vijayawada thermal station, with an ini¬ 
tial capacity of 200 mw, may not get off 
the ground unless additional emergency 
assistance is provided. The schemes on 
hand will result in, an addition of 1500 mw 
by 1978-79, meaning an increase of 250 
per cent over the capacity of 1973-74. 

Andhra Pradesh may not be fully using 
the new capacity though the experience of 
the past clearly shows that the demand for 
additional energy will automatically be 
generated once the disribution arrange¬ 
ments are satisfactorily completed and a 
massive programme of energisation of 
pump-sets is undertaken. Andhra Pradesh 
is also in the happy position of supp ming 
mammoth pit-head thermal stations at 
Ramagundam and Kothagudam because 
the desired quantities of coal and Water 
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for cooling and steam generation are avaf 
able in plenty. 

With a big push to the execution of 
continuing schemes in AP, steady progress 
on Kalinadhi and expeditious commission* 
ing of three generating sets in the first 
phase of the Iddiki project in Kerala, there 
is a prospect of nearly 200 mw of capa¬ 
city being brought into being by 1978-79. 
In Tamil Nadu, the 5ih unit of 110 mw in 
Hnnorc Station will be ready later this 
year. But there is no possibility of other 
schemes being completed including even 
the Kalpakkam Power Station before the 
early years of the sixtli Plan as progress 
is slnw and many new projects are only in 
the very early stages. Any improvement in 
p wer supply in Tamil Nudu can, there¬ 
fore, be achieved only with the most 
effective use of Ennore’s capability of 
450 tnw, after the fifth set is commissioned, 
and Ncyvclfs capacity of 600 mw. Same 
serious efforts are being made to raise the 
efficiency of working of Ennore with the 
remedying of defects in plant design, main¬ 
tenance repairs and operational problems. 
In Ncyvcli too oil is being used ill two 
boilers and lignite output is being raised 
to the extent possible with the available 
machinery. But the arrangements for 
modernisation of mines antf stepping up 
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^ ^Usings arc not proceeding at the 
^/'fieeded in an emergency situation. It 
tfMU not be a surprise if between Ennore 
and Neyveli additional 200 mw of capa¬ 
city is activiscd. 

The needs of the southern region can 
therefore be met only by a pooling of the 
resources of the state electricity boards 
and integrated operation of thermal and 
hydel capacity. As there is a high degree 
of cooperation in the operations of hydel 
and thermal stations and the transmission 
of available power, the surplus energy of 
thermal stations during nights is being 
“banked” in Karnataka and released 
during peak hours. But the union 
ministry of Energy and the Planning 
Commission have to take helpful decisions 
if economic growth in the southern 
region is not to be stifled. The Planning 
Commission particularly has been 
latcrly insisting that the state govern¬ 
ments should mobilise additional resour* 
ces if they are desirous of increasing plan 
outlays. It has been made brutally clear 
that central assistance for 1975-76 will be 
pegged at the level of 1974-75. This ap¬ 
proach is understandable when the em¬ 
phasis is on avoidance of defleit financing. 
But it will be only accentuating inflationary 
pressures and making nonsense of fresh 
investment in new industrial projects, if 
the power situation remains critical. The 
centre has to find ways and means for 
allocating additionally Rs 150 crores an¬ 
nually for power schemes of the southern 
states. If need be, there may be special 
safeguards about the amortisation of these 
debts. It may also be insisted that there 
should be restructuring of electricity 
charges for improving viability of the 
state electricity boards. 

In the ultimate analysis the required re¬ 
sources have to be secured by augmenting 
the revenues of the state electricity board. 
It has, of course, been legitimately com¬ 
plained that the cost of thermal generation 
has been needlessly inflated by unilateral 
action in regard to the refixation of prices 
of coal, delays in the implementation of 
modernisation of the Neyveli lignite mines 
and low operating efficiency of the Ennore 
thermal station. The necessary allowance 
can be made for these deficiencies when 
fixing revised tariffs. But there is no es¬ 
cape from costlier power and the average 


cost can be kept down only with the imple¬ 
mentation of pit-head power stations in 
AP and quicker exploitation of the hydel 
potential of Karnatka and Kerala. It 
may even be advisable to dispense with 
work on industrial projects in the state 
sectors for some time and divert available 
resources fully for power projects for a 

Towards 
easier money ? 

Certain recent developments in the 
money market in the 1974-75 busy season 
clearly suggest that some new trends are 
emerging in the banking system which 
would make it definitely easier for lenders 
to meet the requirements of their consti¬ 
tuents without any sizeable assistance from 
the central banking institution. At this 
time last year it looked as if there would 
be an unrelieved squeeze for funds and the 
scheduled commercial banks might not 
find it easy in the foreseeable future to 
relax credit controls and provide the re¬ 
quired resources for all productive pur¬ 
poses. The galloping rise in prices domes¬ 
tically ana imported inflation resulted in 
the creation of unexpected pressures and 
it was not possible then to visualise that 
the adjustment to the new situation would 
be completed soon and the Reserve Bank 
would not be compelled to resort to in- 
inflationary financing even with the ad¬ 
ministration of rigorous credit controls. 

These fears have happily not turned out 
to be correct, and with a decline in prices 
for several commodities in world markets 
and even a drop in wholesale prices in 
recent months within the country, the de¬ 
mand for funds from industry and trade 
has slowed down and there is no disposi¬ 
tion now on the part of industrial units to 
build up inventories in the same manner 
as they did until recently. Curiously en¬ 
ough the sharp decline in prices for non- 
ferrous metals and other imported items in 
the latter half of 1974 is resulting in the re¬ 
placement of high-priced inventories with 
low-priced fresh purchases enabling a 
better use of available Credit limits. 

It may be too soon to say that infla¬ 
tionary pressures have been contained and 
there may not be a repetition of the hap- 


few years. The centre too can take over 
the implementation of some new projects 
on its own and relieve the financial bottle¬ 
necks. Without a dynamic approach to 
the problems on the power front and the 
helpful attitude, the southern region can¬ 
not hope to make any significant headway 
in the coming years. 


penings of 1973-74. But the latest reports 
suggest that the rabi harvest may be really 
helpful in bringing down food prices and 
with an improvement in the power situa¬ 
tion in some parts of the country, indus¬ 
trial production also may tend to improve 
in several directions, easing shortages and 
making it less profitable to indulge in 
black-marketing. If these expectations turn 
out to be correct it can be safely reckoned 
that banks will again be in a comfor¬ 
table position in the latter half of the 
year and the strain on available re¬ 
sources, if any, will be due only to an ex¬ 
pansion of credit for procurement pur¬ 
poses in May-Juiy. In the prevailing cir¬ 
cumstances, bank finance for procure¬ 
ment purposes on a large-scale will cer¬ 
tainly be reflected in a smaller demand for 
assistance from other directions as the arti¬ 
ficial character of rises in prices for many 
commodities, due to shortage and specu¬ 
lation, may get corrected to a great ex¬ 
tent. 

The expansion of credit in the current 
busy season so far has been on a much 
smaller scale than in the same period in 
the 1973-74 busy season. In fact, the re¬ 
cent improvement in growth of deposits 
and slower rise in advances have enabled 
the lending institutions to reduce their 
reliance on the bill market scheme or re¬ 
finance facilities provided by the Reserve 
Bank. The poor demand for procure¬ 
ment credit has of course been partly 
responsible for the reduced pressure on 
the banking system. The outstanding 
amount of procurement credit on Janu¬ 
ary 10, 1975 was only Rs 215.50 crores 
against Rs 367.53 crores. However, even 
allowing for the expansion of food credit 
in the last busy season which was of the 
order of Rs 189 crores, the growth in 
non-food credit has been on a much 
smaller scale so far in 1974-75. Thi$ is 
borne out by a study of the data avail¬ 
able in the weekly statements of the sche- 
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dated commercial banks, Advances of 
these fcanks between October 26,1974 and 
January 10, 1975 have risen by only Rs 
331.95 crores against as much as Rs 
J 581,53 crores In the corresponding period 
in 1973-74. 

It must be remembered that the surge 
in advances in October-January 1974 
was on top of a contra-seasonal rise 
in the closing months of the 1973 slack 
season. The increase in advances between 
September 28, 1974 and January 11, 1974 
was thus as much as Rs 770,09 crores 
against only Rs 373.65 crores between 
September 27, 1974 and January 10, 1975. 

Thanks to a vigorous growth in deposits 
latterly the credit institutions have not 
been obliged to borrow heavily from the 
Reserve Bank even with the completion 
of the borrowing programme of the cen¬ 
tral government for 1974-75 by floating 
new loans in November and December 
which called for fresh investment of Rs 
260 crores. The lowering of the cash re¬ 
serve ratio by one per cent to 4 per cent in 
two stages in December has of course been 
helpful in preventing a larger diversion 
of fresh deposits though the statutory obli¬ 
gations called for sizeable investment of 
fresh deposits concurrently, to some ex¬ 
tent. 

It was not anticipated that there would 


be a significant pickup in growth rate 
of deposits as the experience erf 1974 was 
not quite encouraging. There may be some 
exaggeration in fresh additions to deposits 
due to year-end adjustments. But the 
same exercises were carried out also early 
in 1974. It should therefore be said that 
there has been a revival in growth in de¬ 
posits, the additions since the beginning of 
the busy season to January 10, 1975 being 
Rs 440.75 crores against Rs 401.08 crores 
in the corresponding period in 1973-74. 
With slower expansion of credit, borrow¬ 
ing against refinance tacilities has been only 
Rs 38.22 crores against Rs 154.01 crores. 
The outstanding amount under the bill 
market scheme also has risen only mo¬ 
destly by Rs 58.26 crores against Rs 95.25 
crores. The aggregate assistance provided 
by the Reserve Bank was thus only Rs 
96.48 crores against Rs 249.26 crores. 
The use of refinance facilities in the pre¬ 
vious busy season was exceptional to 
some extent due to an increase in the cash 
reserve ratio. But the net increase would 
still have been sizeable because of the 
unsatisfied demand for funds of all cons¬ 
tituents. 

It will be interesting at this stage to 
examine how the current busy season will 
behave until the end of April and to what 
extent banks will be obliged to seek the 
assistance of the Reserve Bank for meeting 
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their commitments. Even allowi 
the brisk marketing of a larger cqttot, 
crop and the prospect of a higher level of 
sugar production, it seems unlikely /hat 
the increase in non-food credit in the 
whole season will be more than Rs 650 
crores against Rs 848 crores in 1973-74. 
As it is also probable that the growth in 
deposits will be much higher at Rs 750 
crores against Rs 682 aures the level of 
borrowing under the bill market scheme 
and against refinance facilities at the end 
of April may not show any appreciable in¬ 
crease as compared to the level at the end 
of October 1974, 


It will not therefore be wrong to 
say that the forthcoming slack season 
may witness a return to more com¬ 
fortable conditions in the money market 
even wiihthe impounding of a fairly large 
amount in buffer stocks. As the Reserve 
Bank has been adopting latterly a more 
helpful altitude and the managements of 
industrial units have been inculcated with 
a sense of diciplinc in the use of funds, it 
will be advisable to liberalise credit con¬ 
trols wherever a relaxation will be useful 
in boosting industrial and agricultural 
production. The lending institutions 
should also be prepared to reduce interest 
rates on advances which art at present 
exhorbitant in many directions. 
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IMF's Oil Facility • Bombay High Potential 

Power Outlook 


A good deal of satisfaction in being 
expressed in the official circles here Over 
the agreement reached a few days ago 
at the Washington meeting of the 
20-Nation Interim Committee of the 
International Monetary bund to extend 
the system of oil facility—introduced 

last year.for the current year and to 

charge a concessional rate of inteicsi on 
the amounts available under this facility 
to the developing countries which are 
most affected by the near-quadrupling 
of the prices of crude oil during the last 
30 months. 

For the time being, the amount of 
the oil facility for this year—1075—has 
been fixed at five billion Special Draw¬ 
ing Rights (SDRs)—equivalent to six 
billion TUS dollars. Our quota in this 
will be 670 million SDRs ($800 million). 
Being one of the countries worst affected 
by the global oil crisis, this year we 
will be provided assistance under this 
facility at a concessional rate of interest 
—about 2.5 per cent, as against the 
normal seven per cent which we were 
required to pay last year. No relaxation, 
however, has been effected in the period 
of repayment of the assistance received 
under the facility; the repayment period 
remains five to seven years. 

special fund 

To enable the worst affected countries 
to secure assistance under the oil facility 
at concessional rate, the Washington 
meeting decided to constitute a special 
fund which has to be subscribed by the 
oil producing and the developed coun¬ 
tries on fifty-fifty basis. 

The quantum of the oil facility is 
envisaged to be reviewed in June when 
the 20-Nation Interim Committee 
meets again at Paris to finalise the pro¬ 
gramme. The estimates of requirements 
at the Washington meeting varied from 
six to twelve billion SDRs. 

The union minister for Finance, 


Mr C. Subramaniam, who attended the 
Washington meeting, revealed to news¬ 
men here last week that there was some 
difference of opinion at the meeting on 
the extension of oil facility for the 
current year. The United States of 
America favoured the establishment of 
a Trust Fund of J25 billion for the 
benefit of the developing countries, 
instead of continuing the oil facility. 
R, however, soon fell in line and did not 
pursue the trust fund idea in view of the 
general consensus. 

unutilised facility 

Last year, we utilised about 200 
million SDRs out of our quota of 
400 million SDRs under the oil 
facility. A further request has been made 
for 150 million SDRs recently. This 
request has not vet been acceded to by 
the IMF; it is still under consideration 
by it. The Washington meeting decided 
that the unutilised quantum of the last 
years oil facility should be added to 
this year’s facility. This carry-over. 
Mr Subramaniam estimated, was of the 
order of about a billion SDRs. The 
countries which could not utilise their 
last year’s allotments fully, of course, 
would not be automatically entitled this 
year to the unutilised allotments of last 
year, as this year’s allotments are to be 
determined taking into consideration 
the reserves position of the countiies 
concerned. 

Another important decision taken 
by the 20-Nation interim Committee, Mr 
Subramaniam stated, related to the IMF 
quotas of the member countries. It had 
been agreed that the total of the IMF 
quotas for all members should be raised 
by 10 billion SDRs to 39 billion SDRs. 
The share of the members of the Organi¬ 
sation of Petroleum Exporting Count¬ 
ries has been increased from five to ten 
per cent. A corresponding reduction 
has been affected in the quotas of the 
developed countries which will now be 


67 per cent of the total. The share of 
the developing countries has been main¬ 
tained at 23 per cent. Our share remains 
uneffected at 3.2 billion SDRs. Mr 
Subramaniam disclosed that the deve¬ 
loping countries wanted the IMF quotas 
to be increased by 50 per cent, but the 
developed countries wanted the increase 
to be restricted to only 30 per cent. A 
compromise was struck at 32.5 per cent. 
It was, of course, agreed that the IMF 
quotas in future should be reviewed 
every three years, instead of every five 
years as lias been the case hitherto. The 
IMF statute is envisaged to be 
amended accordingly. 

One of the most controversial issues 
discussed at the Washington meeting, 
Mr. Subramaniam stated, was the role 
of gold in the international monetary 
system. It was agreed that gold as a 
reserve for currencies should be gradually 
phased out. There was, however, a good 
deal of difference of opinion on whether 
the central banks of the members of 
the IMF should be allowed to sell or 
purchase gold at the current market rates. 
France favoured such transactions, but 
India expressed the view that since gold 
standard was to be given up ultimately, 
there was no point in central banks 
purchasing gold in the open market. 

excessive liquidity 

The developing countries in general felt 
that since nearly 80 per cent of the world 
monetary gold--the gold kept by central 
banks as reserve against currencies—was 
held by eight developed countries, the 
revaluation of this gold at the current 
market prices would raise their reserves 
by $ 100 to 120 billion. This would give 
them excessive liquidity which would 
only accentuate global inflationary pres¬ 
sures. The gold question is proposed to be 
considered further in June when the final 
decision is envisaged to be taken as 
a package of the amendments to the 
IMF statute. 

On floating of currencies-^another 
matter which came up for discussion at the 
Washington meeting—Mr Subramaniam 
stated that the general view was that 
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floatations sh*niM be done under the sur* 

veiiteftc* 0 Tbv V$A^ ho*c#er, 

favon^d 'mo it fltedoiu to the countries 
concerned. Any request for floatation, it 
wanted* should be accepted by the IMF 
as a matter of course. 

About the recycling of the huge 
surplus funds available with the oil 
exporting countries Mr Subramaniam 
observed that while the developed coun¬ 
tries like the USA wanted this recycling 
to be dpraj through them, the developing 
countries desired an institutional frame¬ 
work for it. An interesting idea convas- 
sed in this connection was to make 
available credits to the middle group of 
countries at intermediate rates of interest 
(between 8.5 per cent charged by the 
World Bank and 0.75 per cent by the 
IDA). The intermediate rate could be 
three to four per cent. The repayment 
period for such loans could be 40 years. 

In his discussions with the World 
Bank President, Mr Subramaniam re¬ 
vealed that he had put up proposals for 
aid for several agricultural, hydro-electric 
and super power stations. This aid had 
been sought in addition to the normal 
assistance available under the aegis of the 
Aid-Jndia Consortium. 

Another important revelation made 
by Mr Subramaniam was that he had 
assured the union ministry of Petroleum 
and Chemicals that both the rupee and 
foreign exchange resources required for 
the oil exploration and production pro¬ 
gramme would be provided fully. 

Mr Subramaniam indicated that the 
USA was iikely to provide 300,000 to 
500,000 tonnes of foodgrains under the 
new PL-480 programme by June and an 
equivalent quantity after June. This 
PL-480 programme was quite different 
from the old one. The purchases were 
to be made at commercial prices, but 
on deferred payment basis. The interest on 
deferred payments was concessional—two 
per cent for some yean* and 2.5/3 per 
cent therca fter. The payment could 
be spread over a period of 40 years, with 
10 years of grace period. 

* # 

A very important disclosure was made 
by the union minister for Petroleum and 
Chemicals, Mr K. D. Malaviya, in an 
informal talk with me last week concern¬ 
ing the potential of the Bombay High 
structure where oil was struck a few days 
ago in the third well in succession. The 
Chairman of the Oil and Natural Gas 
Commission stated a few days ago that 
the latest strike had raised the potential 
of this oilfield to 10 million tonnes of 
crude per annum* 

; Three more exploratory wells are en¬ 
visaged to be drilled in the area before 
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the onset of the monsoon season. A!- 
though all efforts arc being made to ac¬ 
complish this task within the stipulated 
period, the third well, however, may 
have to be taken up after the monsoon 
season if it starts early. 

The important disclosure made by Mr 
Malaviya is that if oil is struck in the sixth 
well—which is to be drilled just outside 
the periphery of the Bombay High struc¬ 
ture—the estimate of the potential of 
the oilfield will be doubled immediately. 
This well will enlarge the dimensions of 
the field by 100 per cent. 

* * 

The concerted measures initialed by 
the ministry of Energy about a year ago 
to improve power availability in ihe 
country have started yielding wholesome 
results. The minister for Energy, Mr 
K. C. Pant, told newsmen here last week 
that the performance of the existing ther¬ 
mal power stations registered a marked 
improvement during the three months to 
December last, with the result that 
generation from these units during the 
nine months of December recorded an 
overall increase of five per cent over the 
level during the corresponding period of 
1973. Taking into account the new power 
stations added in these nine months, 
the power supply between April and De¬ 
cember (30,813 million units) was higher 
by 10 per cent, compared to the cor¬ 
responding period in the previous year. 
The addition to the generation capacity 
during the current financial year upto 
Decern be r-end had been of the order of 
1,000 MW, as against 486 MW during 
the whole of 1973-74. The total addition 
U) capacity during the current financial 
year is expected to go up to 1,800 MW, 
as against the targest of 2,000 MW. 

If the recent improvement in thermal 
generation continues, as was hoped by 
Mr Pant, the power supply position in the 
country should ease considerably next 
year as not only another 3,000 MW 
capacity is expected to be added between 
April, 1975, and March, 1976, but also 
the recent heavy snowfall should increase 
hydcl generation very significantly. 

The overall capacity utilisation of ther¬ 
mal power stations during the nine 
months to December was 51 per cent. 
There is a considerable scope for further 
improvement in utilisation of capacity as 
85 per cent is considered to be the opti¬ 
mum utilisation. In December, the uti¬ 
lisation was nearly 58 per cent, as against 
less than 50 per cent on an average during 
the six months to September. 

System-wise, the utilisation of capacity 
between April and December worked out 
to 65 per cent in Gujarat, 63 per cent in 
Delhi, 62 per cent in Uttar Pradesh and 
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61 percent in Andhra Pradesh, In Bihar, 
West Bengal and the DVC area, however 
it still left much to be desired at 43 f 
47 and 44 per cent, respectively. The 
Bihar and West Bengal systems, together 
with the Maharashtra$ystem, incidentally 
have shown the least improvement (dnly 
1, 6 and 3 per cent, respectively) over 
the performance during the nine months 
to December, 1973. 

Apart from the significant improve* 
ment in maintenance of power stations, 
the most important factor responsible for 
a steady increase in generation has been 
the increased output of coal. The move¬ 
ment of coal to pawer stations has also 
been well kept up. 

The overall production of coal during 
the current financial year is expected to 
touch 88 million tonnes, as against the 
target of 90 million tonnes. Compared 
to 1973-74, this year's output will be 
nearly 10 million tonnes more. Next year, 
the output is expected to go up by another 
10 million tonnes. 

marked Improvement 

The increased output of coking coal, 
incidentally, has helped in increasing coal 
stocks at the steel plants to 1.87 lakh 
tonnes on January 21--equivalent to six 
day's consumption. At the beginning of 
this month, the stocks with the steel 
plants were 1.7 lakh tonnes--equivalent 
to five days’ consumption. In December, 
they did not exceed 1.55 lajch tonnes. 
The output of coking coal registered a 
marked improvement during the special 
production fortnight organised by the 
Bharat Coking Coal Limited (BCCL) 
starting from December 30. The daily 
rate of production during this period in¬ 
creased from 58,000 tonnes to 90,000 
tonnes. The total output during this 
fortnight was 1.13 million tonnes, as 
against the target of 850,000 tonnes and 
actual production of 670,000 tonnes in 
the previous fortnight. Although it is 
not expected that this tempto of pro¬ 
duction can be kept up during the com¬ 
ing weeks, yet it has been noted with 
satisfaction that the minesof BCCL have 
a capacity to yield a much higher output 
than had been the case upto December. 

A national conference is proposed to 
be held sometime during summer to draw 
up a programme of action for optimising 
energy sources and substitution of oil by 
coal and other fuels. By that time, it is 
hoped, the work of processing the report 
of the Fuel Policy Committee would have 
been completed. The programme of 
action is to be drawn up in the light of 
the recommendations of this committee 
and the other technical and economic 
studies underway in the Energy ministry 
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irons of witwi 
President on the world 

economic crisis 


Tun Forum of Financial Writers has 
aptly chosen “The World Economy in 
Crisis'’ as the theme of this seminar. Dur¬ 
ing the third quarter of this century, the 
world has seen unprecedented progress, 
comprising in these about 25 years an 
order of economic growth which is un¬ 
paralleled in human history. And yet, 
around the close of this quarter century, 
more specifically over the last 18 months 
or so, the world has also been engulfed 
by numerous problems. There is even 
danger that the present international eco¬ 
nomic system which has been the sheet 
anchor of the orderly development of the 
post-Second War world economy, may 
collapse. Wc may revert to a chaotic situa¬ 
tion in the matter of international trade 
and exchanges unless corrective steps are 
taken to ensure the proper functioning 
of the international economic system. It is, 
therefore, most timely that international 
financial experts from both developed and 
underdeveloped countries, from count¬ 
ries with a persistent balance of payment 
surplus as well as with chronic balance of 
payment problems, from countries on the 
threshold of development and from those 
strugglingto breakout of the vicious circle 
of poverty, low savings and low invest¬ 
ment and consequent low income, have 
gathered here today to discuss the prob¬ 
lems of the world economy in this crucial 
period of human history. 

nature of the problem 

I would not presume to go into the de¬ 
tails of the problems that arc proposed to 
be discussed during the coming few days 
m this meeting of experts, I would, how¬ 
ever, like to share some personal thoughts 
with you in regard to the nature of the 
world problem today, so that the experts 
gathered here from diverse countries could 
deliberate on the issues posed for this 
seminar in the porpeetive of the social and 
political considerations that I feel are 
paramount in any solution of these vital 
problems. 

The major problem of the world for the 
next 25 years as I see it is that of bringing 
about a belter balance in the living stan- 
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TheSecond International Seminar 
of Economic Journalists was 
held in the capital from 
January 22 to January 28. under 
the auspices of the Forum of 
Financial Writers, New Delhi. 
We are reproducing here the 
address of the President, Mr 
Fakhruddin All Ahmed, who 
inaugurated the seminar and 
■ speeches made by some of the 
participants. Speeches of some 
more who participated in the 
seminar will be published in 
subsequent issues. 
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dards and rates of growth of different 
peoples inhabiting this planet. As I sta¬ 
ted earlier, the world has seen unprece¬ 
dented growth over the last 25 years, an 
order of growth which perhaps the world 
has not seem in a couple of centuries pre¬ 
ceding this quarter century, or even per¬ 
haps over a thousand years preceding the 
last couple of centuries. Nonetheless, this 
growth has occurred only in certain parts 
of the world, and has left behind vast sec¬ 
tions of the human race living in condi¬ 
tions prevailing in the middle ages or even 
worse. This inevitably gives rise to ten¬ 
sions and to problems of international 
exchanges which are deep-seated, and for 
which all thinking men have to find an 
adequate solution. In the race for growth, 
we cannot afford to forget or to neglect 
the conditions of life and the prospects of 
growth for large sections of the world 
population. Large disparities lead to ten¬ 
sions and create manifold problems with¬ 
in a country. With improved communi- 
nicalions, the same is likely to hold true 
for the comity of nations. When the race 
for growth turns into a free for all, and 
when there is attempt to safeguard one's 
own position at the expanse and to the 
exclusion of all others, in short, when each 
tends to follow “begger thy neighbour* 1 


policies, there arise basic problems which 
could lead to the end of the present inter¬ 
national order and the existing inter¬ 
national system of exchanges. 

I have a particular reason for emphasis 
ing this point. I find from the themes of 
deliberation chosen by you such vital sub¬ 
jects as resources for development;the oil 
crisis and the developing countries, pro¬ 
duction and supply from developing count¬ 
ries; cooperation between producers and 
consumers of oil; opportunities for ex¬ 
ports; and international cooperation and 
aid. In short, the subjects chosen for 
discussion cover almost all ihe important 
problems that face the world today, and 
these problems arise mainly because of the 
divergent points of view and approaches 
of different countries understandably 
concerned with their own individual prob¬ 
lems. 

unprecedented inflation 

The basic problem that faces the world 
today, in my view, is one of orderly growth 
of all nations. The nineteen sixties were 
declared by the United Nations as the first 
Development Decade, and a fair amount 
of growth was achieved by many de¬ 
veloping countries during those ten years, 
though in retrospect one finds that the 
rale of growth achieved by developing 
countries has still been lessthantherateof 
growth achieved by the developed count¬ 
ries generally. The Second Development 
Decade, however, has not seen even 
this modest rate of growth in so far as the 
developing countries are concerned. In¬ 
deed the year which has just ended has 
seen unprecedented inflation in all coun¬ 
tries of t he world, with an attempt by many 
countries including some developed ones 
to pass on the burdens of this inflation to 
others, with the result that this burden 
has fallen on those who are least capable 
of bearing it. There has also been a cool¬ 
ing off of the spirit of cooperation and 
international assistance which had charac¬ 
terised the previous decade. 

I consider this to be an unhappy de¬ 
velopment. Just as no man can live and 
thrive by himself, no country can prosper 
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today in isolation or in complete disre¬ 
gard of the well-being of its neighbours and 
of its trading partners around the world. 

This is a perspective which l feel we 
should keep in mind while discussing 
some of the present problems of the world. 
I have heard in many forums that the 
crisis in the world today arises solely be¬ 
cause of the policies adopted by the oil 
producing countries. The sudden and sharp 
increase in oil prices has undoubtedly 
created certain problems, for which there 
is need for appropriate solutions. But 
we seem to forget that oil is a wasting 
resource; that for decade, the price of oiJ 
had no relationship to the real cost of this 
primary source of energy in terms of the 
cost of its alternatives; and that the trade 
and aid policies of the developed count¬ 


ries have also been onerous for many 
developing countries, the more so because 
of the long history of such policies. 

In more recent times, I find that the 
forces of inflation are becoming infectious, 
and that many countries facing internal 
problems are seeking to pass on the bur¬ 
den of their own inflation to other helpless 
countries. This to my mind is a short¬ 
sighted policy Which contributes to the 
sense of international insecurity, and which 
could lead to a return to the distressing 
conditions of the inter-war years. On a 
different plane, in the context of the prob¬ 
lems of the international monetary sys¬ 
tem, the attempt to put back gold as the 
central deity around which the interna¬ 
tional economic system is to revolve, as is 
recommended by some authorities, seems 
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to me a surrender to primitive thinking, 
and if accepted, could presage the end of 
the international economic order built up 
assiduously after the second World War. 

I am sure all the experts gathered here 
will deliberate on those problems, keeping 
in mind the needs of peaceful growth 
of the world, of the economic use of the 
world’s resources, and of equitable distri¬ 
bution of the fruits of human endeavour. I 
am sure your deliberations would be of 
great value not only to us but to all go¬ 
vernments around the world so that the 
last quarter of the present century can see 
a resumption of the growth recorded in 
the previous quarter which has been inter¬ 
rupted lately, with better distribution of 
this growth so that it reaches the less 
privileged of the human race. 


Where do we go from here? 

E, P.W. da Costa 


Tug decade that ended with the global 
energy crisis of October 1973 was, in 
many respects, a rewarding experience 
for countries of the Third World. For one 
thing, it contained a great part of the 
United Nations First Development Decade 
when the problems of underdevelopment 
were approached for the first time with 
what might be described as a sense of 
global responsibility. The fact that its 
apparently ambitious target growth of 
real GNP of five per cent on the average 
was achieved is not, it is true, the reflection 
of this global responsibility but some of the 
instruments of success, notably the Green 
Revolution, demonstrated more than ever 
the power of know-how transfer on a 
World-Wide scale. The decade also con¬ 
tained the impressive unity of ‘‘the group 
of 77” Which, for the first time, seemed to 
subdue the differences of the Third World 
when facing the affluent and industrialised 
countries With their capacities to dictate 
prices almost in everay country of the 
world. 

Undoubtedly this unity did im¬ 
prove What might be described as peri¬ 
pheral areas of collective bargaining both 
in UNCTAD and GATT and the tone, 
if not the substance, of some United 
Nations resolutions in every specialised 
agency. The industrial countries did, in¬ 
deed, yield further ground and aid to the 
Third World Was often added more gene¬ 
rously than more liberal trade. It looked 
as though, as time went by, the doctrine of 
Countervailing Power would somehow get 


established between two sectors of the 
trading system which, for three centuries, 
have lived in confrontation. But the stately 
movement of the instruments of UNCTAD 
and GATT — consolation prizes offered 
to those without basic economic or money 
pswer or military might based on ad¬ 
vanced technology — has not been per¬ 
mitted to run a fruitful course. 

The manner in which that trade nego¬ 
tiating system was replaced by the pattern 
of 1974 need not be again described: but 
two essential elements in the 1974 Revo¬ 
lution can be mentioned. Firstly, and in a 
sense triumphantly for the Third World, 
the doctrine of Countervailing Power 
suddenly went to work. Without military 
power, OPEC countries of the Third World 
as suppliers dictated terms as absolutely 
as any group of nations has ever been 
able to do in all the world’s history. The 
suddenness, the completeness, the ex¬ 
traordinary simplicity of the opera¬ 
tion is, in retrospect breathtaking. 
But secondly, and far less happily, in 
its moment of spectacular success, the 
Third World has been struck a grievous 
blow. For the group of 77, which had for¬ 
ged impressive unity in an attempt to se¬ 
cure social and economic justice at once 
fell apart. There fell out of the Third 
World a Fourth World whose growth and 
payments problems have become incapable 
of resolution unless the new strongholds of 
affluence and impregnable money power 
heed the injustices the new order has in¬ 


flicted on the weakest sections of the poor 
developing world. 

Our long addresses in the last decade to 
the First and Second Worlds have thus 
suddenly become irrelevant. The major 
debate now is between the Third and the 
Fourth Worlds; have all the' bridges of 
unity built into the group of 77 dissolved 
because their interests are now seen so 
wide apart? "This is a central question for 
the future. And it is not only a matter of 
the one billion dollars of which India is 
currently short or the ten billion dollars 
which the new Fourth World needs so 
desperately. The turn in Fortune's wheel 
always changes the character of fair- 
weather friends. But has the basic unity 
of purpose of the old Third World suc¬ 
cumbed again to Realpolitik which means 
simply that nation states must operate 
foreign and economic policy in their “in¬ 
terests”; meaning; in fact, that national 
policy is to be settled by higgling and haggl¬ 
ing to determine what price tags shall be 
set on each Act of State. Thomas Fuller 
once said, obviously with great error, that 
he who dwells in the market-place shall 
not need teachers. The western world’s 
setback is precisely because it saw so 
much of policy as in the market-place; in 
the end it did not see the massive power 
not so displayed. Equally could it not 
be that the Fourth World’s frustration and 
despair could be a major hurdle which 
the new Third World needs to surmount? 

In its essential elements, both the power 
of the new Third World and the misery of 
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the Fourth World reflect the age-old struc¬ 
ture of inequality between nations and 
between peoples. The average per capita 
income of top OPEC countries is near 
US $10,000; in the developing coun¬ 
tries afflicted, it is below $200. In 
India we still linger at a figure below 
$1,00 per head, In other words, between 
the topmost scales in the new rich OPEC 
countries and India, there is a ratio of 100 
to 1. There is, it is true, India’s total offi¬ 
cial gold stock which will have to be sold 
every yearto pay the oil bill. The price of 
gold, which in the last fifteen months has 
competed well with oil, may create in 
some millions of Indian households an 
illusion of external well-being. Let us 
not forget, however, that 1975 is Women's 
Year: so far as Indian gold is concerned, 1 
am in a position to announce this year will 
last forever. 

There was just two years ago an acute 
North/South problem in the world. We 
were adjusting our sights to the resolu¬ 
tion of thal problem when it changed its 
location, but noi its form. For us in Asia, 
it is an East-Middle East problem. For 
us in India, Pakistan and Bangladesh it is 
a South Asia-Middle Asia problem. But 
geography makes no difference. It is a 
problem of the basic inequality of nations 
with high-priced property and nations 
Without what the economists still call 
value in exchange. With $100 per capita 
income what value in exchange have we in 
India to buy oil of $1.5 billion every year? 

excessive penalty 

It is true we could have done much to 
avert our grim helplessness today. In 
particular, if the Bombay High drilling 
operations had been undertaken a decade 
ago when they were first mooted we 
could perhaps have escaped our current 
impoverishment and could conceivably 
have been self-sufficient in oil as we now 
hope to be in the late eighties. However, 
the penalty our destitute poor are paying 
for the error of our decision-makers is 
excessive. Errors arc endemic in human 
nature. The new Third World, which once 
made its errors with us, has not been pena¬ 
lised. This is, literally, an Act of Provi¬ 
dence, not only one of brilliant timing and 
skill of oil producers. Because it is an Act 
of Providence, its beneficiaries must carry 
the obligations of Divine compassion. We 
in India, because Providence has now given 
us the success called ‘Bombay High’, may 
be better able to receive or withstand the 
judgement on our mistakes or other fail¬ 
ings; but other countries are less fortu¬ 
nate. How, except with the compassion 
of those whose generously can mean de¬ 


liverance, do they get their second chance? 

Compassion is not charity: it is an 
essential ingredient in the sharing of hu¬ 
man dignity or, more cynically, our com¬ 
mon heritage in human bondage. Very 
few compassionate approaches can be via¬ 
ble in the economic sense: but, equally, 
it is not possible to describe many viable 
enterprises with an appropriate social 
justice content. We are thus back at the 
theme of our first International Seminar— 
“Economic Growth and Social Justice”. 
Both Wealth and Welfare are conditions 
of any integrated pattern of development 
in this, the last quarter of the twentieth 
century. Curiously, although this century 
is predominantly the Century of Welfare, 
there exists now a paradoxical love-hate 
relationship between Growth and Wel¬ 
fare. In the International Community the 
resistance to welfare expenditures in de¬ 
veloping countries has recently grown and 
new line of division is in danger of arising. 
Countries like our own, which have not, 
tor one reason or another, been able to 
develop an effective growth machine 
are also condemned to cut off some essen¬ 
tial welfare. But when calamity strikes, 
as it does every year — in Biafra, the 
Sahel, Ethiopia, B*angladesh or when rains 
fail over all our drought-prone areas — 
bare survival surpasses all other ends. We 
do recognise the imperative need of popu¬ 
lation control and we must be ruthless 
in its propagation; even with moderate 
population growth, adequate social justice 
is just not possible with real growth of less 
than six per cent per year. In India at 
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least we will have to invent new tools, 
particularly in agriculture, to bring this 
about. But may we not also say that when 
the international community’s actions re¬ 
duce our rate of growth by about two to 
three per cent per year, the community of 
mankind morally inherits that degree of 
responsibility for the suffering inflicted 
wantonly in each nation state on its lowest 
income brackets? 

We are all naturally agape at the OPEC 
countries’ annual surplus of over $60 
billion. I hesitate to talk in the same breath 
of a mere billion dollars: but it is small 
sums like these which represent the diffe¬ 
rence between hope and despair. There is 
some magic, curiously repetitive, in the 
figure of one billion dollars. This repre¬ 
sents, fairly accurately, the rate at which 
India's balance of trade will run in 1974-75 
and probably subsequent years, unless Pro¬ 
vidence has quite unexpected favours to 
bestow. It also represents the annual aid 
Which India receives via the Aid-India 
Consortium or otherwise. Thus, neatly, all 
our aid is exactly siphoned off to over¬ 
come an adverse balance of trade, the re¬ 
sult, primarily, of the rise in price of im¬ 
ported oil, though food and fertilisers are 
now also riding high. To restore the status 
quo ante as of September 1973, we will 
now need another billion dollars. But 
that is not enough for India’s poor. In¬ 
flation has doubled the cost of relief of the 
severely destitute as I calculate now the 
need to abolish severe destitution by 
doles or otherwise is — you must have 
guessed already — one billion 
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The acute coal situation seems to have at long vision for the construction of two regional hos- 


liist roused the government to some realization 
of their responsibility. The Mines Welfare Ad¬ 
visory Commiqec, set up under the Coal Mines 
Labour Welfare Fuud Ordinance, recently re¬ 
commended the undertaking of certain welfare 
measures. The Committee unanimously recom¬ 
mended that provision be made for an Anti- 
Malaria Scheme for 1945-46, with a recurring 
expenditure of Rs 7 lakhs and a non-recurring 
expenditure of Rs 3 lakhs. It was felt that re¬ 
sponsibility for such measures in the outlying 
areas would be beyond the financial resources of 
the Fund and the Provincial governments should 
be asked to assist in the task in their respective 
areas. The committee also approved the pro- 


pitalsinthe Jharia coal-fields at an estimated 
capital cost of Rs 3 lakhs and two hospitals for 
the Ranigai\i coal-fields at an estimated cost of 
Rs 1,54,000. Part grant of Rs 3 lakhs each to¬ 
wards the capital cost of Central hospitals in 
Jbaria and Raniganj was approved. Provision 
was also made for propaganda measures and for 
growing vegetables. Token grants for a water- 
supply scheme costing Rs 5 lakhs and a housing 
scheme costing Rs 10 lakhs were also made, This 
represents a welcome step forward. But the 
scrutiny of these items of welfare work seems to 
show that the ^committee lays all the emphasis 
on cure. Prevention measures have rather suf¬ 
fered a neglect. 
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dollars. There are no vulgar fractions, 
one billion dollars is the value of our 
adverse trade balance, the external 
price of a return to normalcy in real 
growth, the price in rupees of the aboli¬ 
tion of severe destitution. We borrow a 
billion dollars: we remit abroad a billion 
dollars. In an operation so neatly balan¬ 


ced in external payments, there is no resi¬ 
due left to touch the substance of the 
tragedy that lies within. And with current 
inflationary pressures, we dare not create 
the currency which can overcome destitu¬ 
tion. Nor, with lower capital formation, 
can real growth be advanced to finance the 
welfare bill. Where do we go from here? 


We iwpe this seminar will help us with 
directional guides by which we may 
restore to ourselves the self-reliance that 
we have now lost seemingly everywhere. 
Obviously this can only be in partnership 
with our friends: I had almost said that 
with them it might even be better to travel 
hopefully than to arrive. 


Oil prices in perspective: 


Ahmed Kouross 

Deputy Miniittr, Economy, Government of Iran 


an Iranian view 


Let us go back to the last decade—the 
period from 1960 to 1970. For the majo¬ 
rity of the industrialised countries it was 
a memorable time. It seemed as if in their 
own demain the industrial countries had 
found basic solutions to problems of 
cyclical crises, unemployment, poverty 
and stagnation. 

During this period most of the indus¬ 
trial countries attained sustained growth 
under conditions of manageable infla¬ 
tion. The growth rate for them was about 
4.8 per cent per year in real terms, while 
the rate of inflation was 3 4 per cent per 
annum. 

By arid large, the situation in the indus¬ 
trial world was stable although imbalances 
existed. In this decade some countries 
resorted to devaluation of their curren¬ 
cies in partial default of their interna¬ 
tional obligations while other countries 
continued to pile up immense surpluses 
in their external payments. It was under 
such conditions that the terms of trade 
continued to deteriorate against the deve¬ 
loping countries who were predominantly 
primary commodity exporting econo¬ 
mies. 

inexpensive resources 

Let me elaborate further on this point. 
The industrial countries managed to 
assemble inexpensive resources in the 
form of cheap energy and other raw 
materials as well as cheap imported labour 
in their own backyard in order to produce 
finished commodities for export at highest 
possible price. The question was no 
longer one of maintaining full employ¬ 
ment but rather attaining heightening 
growth rates with no regard to inflatio¬ 
nary forces which lurked behind their 
expansionist policies. 

The process led to over-consumption, 
social tensions and . permissiveness. To 
face the situation many governments in 


industrial countries introduced welfare 
programmes beyond the limits which 
their own national resources, under fair 
terms of international trade, could 
afford. 

As the present decade unfolded, the 
economies of the industrial nations were 
characterised by inappropriately high 
rales of growth combined with high rates 
of inflation. According to a very recent 
report by the International Monetary 
Fund, the combined rate of growth of 14 
industrial countries in 1972 was six per 
cent in real terms and in the first half of 
1973 was over eight per cent. 

exporting inflation 

I stress at the risk of repeating myself 
that these countries achieved such rales 
of growth in real terms at a time when 
they were running inflation rates of about 
14 per cent in 1974, seven per cent in 1973 
and five per cent in 1972, which meant 
that they were shifting the burden of their 
inflation to the developing countries 
through an increase in their export unit 
values. According to the same report, 
the average annual rate of the export 
unit values of the industrial countries 
rose from 1.6 per cent during the decade 
of 1960-70 to 10 per cent in 1973 and 
accelerating to 27 per cent in 1974. 

In this context, my Minister, H.E. 
Mr, Hushang Ansary, has already explain¬ 
ed very aptly in his speech at the IBRD- 
IMF 1974 annual meeting in Washington 
the factors which contributed to form the 
high rate of inflation in the industrial 
countries. He said: 

“ First , the loss of confidence within 
the international community since 
August 1971 in the stability of the 
world monetary system; second\ the 
introduction of floating exchange rates 
which helped resolve some of the capital 
flow problems but made it difficult 


fertile developing nations to estimate 
ihc ultimute cost of their development 
projects; third, the unusually high rate 
of economic growth in the industrial 
countries in 1972 and 1973 which 
strained the economies of these coun¬ 
tries and brought considerable pres¬ 
sure on the world’s natural resources; 
fourth , unfavourable climatic condi¬ 

tions which adversely affected the 
world food and feedstock supply, and , 
heavy speculation and unusually high 
stockpiling of commodities by some j 
countries which aggravated the situa¬ 
tion; and/////;, manipulations by major 
international firms, which seriously 
affected the prices as weU as the sup- , 
plies industrial raw materials and * 
manufactured products.” 

Thus, the industrial countries expe-' 
noticed a formidable rale of growth of, 
income but with a high rate of inflation, 
hi its wake, the flow of their official assis¬ 
tance had dwindled. The real income of 
each citizen of the industrial countries, 
had increased by almost 50 per cent in 
1973 over and above 1963 level. During 
the same period the real value of official 
development assistance from DAC 
member countries decreased by about 
seven per cent, according to the 1974 
development assistance committee report 

price adjustment 

It was against this background that lh< 
oil producing countries, the owners o 
one of the most noble commodities who& 
price is to be set, not by its cost of pro 
duction but in terms of the cost of it 
alternatives and the real value of it 
derivatives, adjusted the price of oil i’ 
1973 in order to compensate for th 
disruptive forces of international infl? 
tion and adverse terms of trade. 

Much has been said about the impa< 
of the increase in the price of oil ar 
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inflation and the balance of payments. 
Let figures speak for themselves. Ac¬ 
cording to a published report by the 
OECD, the contribution of the change 
in the price of oil to the rates of inflation 
of industrial countries was no more than 
1.5 per cent in 1974 against an overall 
rate of inflation of about 14 per cent 
as reflected in their consumer price index. 
I surmise that the relative weight for all 
other countries has been much less. 

Let me now turn to the balance of pay¬ 
ments difficulties. Ii is estimated that the 
change in the deficit on current account 
of the balance of payments of the deve¬ 
loping countries between 1973 and 1975 
will be $ 21 billion of which $6 8 billion 
constitute the oil component. The Im¬ 
perial Government of Iran’s bilateral and 
multilateral commitments to the deve¬ 
loping countries, thus far, approximate 
the said estimate. As for the developed 
countries whose extra oil import bill 
from 1973 to 1975 approaches $49 billion 
much has been done, including recycling 
and the revaluation of gold. I shall revert 
to these issues later on in the context of 
the international monetary system. But 
I find it appropriate to discuss with you 
the Imperial Government of Iran's initia¬ 
tives and actions on channelling resources 
to the developing countries. 

international fund 

As far back as in February 1974, His 
Imperial Majesty the Shahanshah of 
Iran proposed the establishment of new, 
neutral international fund, based, for the 
first time in the history of international 
aid, on important new features. The fund, 
to be established with equal contributions 
by the OPEC members and industrial 
countries, is to have a board of govern- 
nors initially consisting of 12 of the OPEC 
members, 12 from the industrial countries 
and 12 from among the recipients. The 
representatives of the recipients will have 
equal voice in deciding how the fuad's 
resources are to be used. Of the fund’s 
initial outlay of US $ 3,000 million Iran 
has already pledged a contribution of US 
$ 150 million a part of which was in last 
September advanced to the UN Emer¬ 
gency Fund. I am happy to report that 
recently in their meeting in New York 
the finance ministers of the Group of 24 
have expressed their full support of this 
fund. 

In the very short period, Iran’s commit¬ 
ment thus far has amounted to $ 9000 
million in the form of bilateral as well 
as multilateral assistance. This amounts 
to over 10 per cent of our GNP for the 
three years remaining period of our Fifth 


Development Plan. Of this amount almost 
$ 5000 million has been committed to 
the developing countries. Iran’s assis¬ 
tance to the developing countries has 
come in many forms. Where a developing 
country has experienced balance of pay¬ 
ments difficulties for payments on oil 
imports the Iranian assistance has come 
in the form of deferred payments on oil 
purchases. But looking further, Iran 
has also offered loans on concessionary 
terms to enable the developing countries 
set up vital industries, especially plants 
for chemical fertilizers which lead directly 
to an increase in food production. In 
other ways, Tran has gone into joint 
ventures financing foreign exchange cost 
of projects in the friendly countries, 
utilising their excess productive capa¬ 
cities and developing their natural re¬ 
sources. 

the basic philosophy 

The foreign assistance programme of 
Iran has benefited the industrial countries 
as well. In some cases Iran has placed 
cash deposits in the central bank of a 
developed country while in other cases 
it has made advanced payments on future 
imports and also lending to public corpo¬ 
rations of such countries. The philosophy 
behind Iran’s assistance to the developed 
countries is to enable them see through 
the period of adjustment during which 
they have the opportunity to reform 
their economies to adjust to the new world 
order. 

Now I wish to move on to the 
domain of the international monetary 
system. It was not too long ago that 
the efficacy of a monetary system, which 
prevailed over the horizon of international 
economic relations for three decades, was 
questioned in the setting of disillusion¬ 
ment and disarray. The asymmetrical 
fibre of the Bretton Woods system was, 
in fact, supplanted by those who pre¬ 
viously considered it profanity to even 
cast doubt on the sanctity of the defunct 
system. As soon as the fixed exchange 
rate system ceased to function properly 
for the industrial countries, it was consi¬ 
dered inappropriate. 

The suspension of dollar convertibility 
in August 1971, the partial establishment 
of the central rate system in place of the 
par value system in December 1971, the 
forced realignment of February and March 
1973 and the formation of the snake in 
the tunnel in 1973 were all symptoms of 
disturbances which originated in the 
economies of the industrial countries. 
From early 1973 when generalized float¬ 
ing began and a new exchange rate system 
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among the industrial countries became 
more suitable—to December 16, 1974, 
major currencies oscillated unevenly 
against the dollar. Obviously, what was 
experienced in the industrial countries 
rendered the prevailing exchange rate 
system even more precarious. The desire 
to float exchange rates was a lineal des¬ 
cendant of their ambitious employment 
and output aims which was incongruous 
with their external positions. Ultimately, 
the economies which were jeopardized 
were those of the developing ones that 
had endeavoured to reconstruct anew 
their economies. 

Now, the tide has subsided. The gold 
has been, to a large extent, demonetized 
and a unit of the Special Drawing Rights 
is divorced of gold. Different currencies 
are to be dose to their equilibrium rates 
and international economic life can 
continue its previous sustainable course. 
But, it has to be emphasized that the 
new price of gold should not contribute 
to expansion of the present level of inter¬ 
national liquidity. Should the new price 
of gold expand liquidity in international 
markets, the continuation of the present 
inflationary trend must not escape our 
notice. 

restoring normalcy 

Thus, the industrial countries must 
bring their inflation to tolerable rate, and 
relax their mercantalist barriers for all 
countries so that normalcy could be 
restored in the exchange market. In sum, 
what precipitated the present global 
crisis were the unmanageable growth 
rates in the industrial countries accom¬ 
panied with inflation, unpredictable ex¬ 
change rate fluctuations and unwarranted 
liquidity expansion. What we need today 
is a dialogue in the world and I am cer¬ 
tain it will be provided by this forum, 
the Second International Seminar of 
Economic Journalists. 

I would like to turn to the dis¬ 
tinguished journalists who had the 
tolerance to bear with me throughout 
this discourse. 1 have deep faith in their 
devotion to fair reporting and responsible 
journalism. Obviously, divergent views 
inevitably arise when reporting progresses 
to interpretation. This is the essence of 
intellectual life. What I would like to 
stress in conclusion of my remarks is 
that the role the media have to play in 
combining reporting with news analysis 
is of vital importance to a meeting of 
minds between the traditionally industrial 
and the developing nations and indeed 
among all of us. After all, we have a valid 
case to present. 
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How real is the 


K. D. Malaviya 


energy crisis? 


Is there really an energy crisis? I per¬ 
sonally feel negatively. I think that we 
are more a victim of fear complex than 
anything else in calling the present 
crisis an energy crisis. But unfortunately 
we have been led to believe like this lor 
sometime. It has been conveyed to us by the 
most eminent economists and oil experts 
both from the governmental side as well 
as by the international economists in oil. 
An alarming picture was being given to 
us in the last two or three decades with 
regard to the total reserves that would be 
available for the peoples of the world for 
their survival. I must admit that at a 
point of lime several years ago I was a 
victim of this belief, which was dinned 
into our ears by most economists of cer¬ 
tain countries and also experts of certain 
international monopolists and international 
companies, that there was an imminent 
danger of a crisis in the near future. 
It was in that background that the people 
have been led to believe that the present 
crisis is the oil crisis. I think we may in 
this conference like to review this aspect. 

lack of purchasing power 

Even for a country like India, it is not 
an oil crisis because next door we have 
oil available, but we cannot purchase 
that oil. Therefore, in its totality, it is 
not the oil crisis but the crisis of balance 
of payment. If we had the money to 
purchase, I would not call this diffi¬ 
culty a crisis. All over the world, I 
personally feel, it is a question of balance 
of payment and this balance of payment 
is likely to stay in our society if the 
present system continues. 

A crisis had to come either on account 
of domestic feuds or oil or national 
confrontations whatever you may like to 
call it; a crisis was imminent before us for 
some time. I think this crisis is leading 
us to a situation where there will be an 
inevitability of a breakdown of the present 
economic system, which has involved almost 
the whole of the world including the socia¬ 
list world although they are the least suf¬ 
ferers of the oil crisis that confronts us all. 


But the economic system that has involved 
us all cannot stay as it is because of the 
continuous development of a situation 
which was deliberately or without any 
deliberation emerging. I refer to a 
global disparity amongst us, where some 
countries were enabled to live and survive 
at the cost of others. 

U is not only the price of oil but it is 
the economic price or a reasonable price 
of several commodities, which you call 
the basic commodities, on which stands 
the present prosperity of the world. There 
was an imbalance in the raw material 
and the finished products and it had been 
coming to us almost since World War II 
started or even before that. Slowly, a dis¬ 
parity between the prices of raw materials 
and finished products was growing. In 
between came the technology which was 
perhaps being conceived in a very major 
way without the concept of social juslice. 

The international aspect of social justice 
was being ignored. If iron ore was 
exported from a country which imported 
finished goods involving high technology 
the different between the prices was out 
of proportion to the skilled labour 
involved in finishing the products. I 
refer in this context the price of oil. 
The fertilizer made out of downstream 
industrial complexes could fetch far more 
price than the cost of production war- 
rated. 

growing disparity 

What I am trying to make out is that 
there was disparity in the economic 
price of the raw material and that of the 
finished goods. Crude oil was no exception 
to it. 

I may, therefore, suggest that we might 
consider in this forum whether time has 
come or not for us to raise our voice, to 
bring sanity in the thinking and action 
which is not the fault of any individual 
country but it is the system that must 
be modified. 

Let us come to my own country which 


will illustrate the situation as I see it. 
Upto the year 1961 or 1962, our crude 
oil import bill was round about 100 
crore rupees. Now it is about 13 times. 
Since 1972 it has certainly shot up to 
more than 10 times or 11 times. Obvio¬ 
usly we will find it very difficult to 
keep our balance of payment with¬ 
in our control. Then starts the exer¬ 
cise of raising the prices of other commo¬ 
dities which we could export and which 
could bring us more foreign exchange. 
This adds feu! to the fire of inflation 
with worldwide repercussions. 

equitable distribution 

Then wc come lo the question of sur¬ 
plus being created in the oil-rich coun¬ 
tries and its disposal. As far as I remem¬ 
ber, an international seminar was held in 
Iraq some lime back and the* Petroleum 
minister of Iraq did say that Iraq be¬ 
lieved in avoiding monetary surpluses 
which involved dangers equal to the 
dangers posed by meagre financial 
resources. He was frank enough to say 
that no country should corner the sur¬ 
pluses; they have to be distributed in a 
manner which ultimately satisfies the 
inspirations of the peace-loving, people. 
He has said that the policy of Iraq is lo 
distribute the surplus in such a manner 
that the backward countries which have 
so far lacked these amenities get it. 

I also feel that if, in order to draw that 
surplus from the oil-producing coun¬ 
tries, we dump articles of luxury in that 
country or we undertake an industry in 
that country which does not fit into that 
pattern just now, it becomes a doubtful 
proposition. These resources should 
never be cornered for the selfish use of 
a group of people. Also resources 
should be utilised in useful schemes. The 
inevitable conclusion is that those who 
have been suffering so long should be 
given an opportunity to improve their lot. 

We have just got out of a war in south¬ 
east Asia, thanks to the wisdom of those 
who are trying to bring a situation of 
normalcy. Whether normalcy will be 
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restored there or not, I do not know 
because, the other day, again there wa:, 
the threat of bombing. I do not want to 
go into that controversy, but what I am 
trying to make out is that, if we try to 
suppress a situation in a manner that 
does harm or is not understandable to 
the people who have suffered so far, wc 
are not likely to gain from that suppres¬ 
sion. There are certain tendencies which 
have also to be noted. For instance, 
Japanese were the worst sufferers among 
the highly developed nations. They 
depended almost cent per cent on their 
imports of oil. The European countries 
also massively depended on the import 
of petroleum products from the 
African and Arabian countries. 
The import bill of the USA is the 
highest because their consumption per 
capita is very high. The consumption 
pattern has become so erratic in most 
affluent slate.* that it is necessary for 
them to think in terms of normalcy. 

energy conservation 

Then comes the question of conser¬ 
vation. It is for these and other advanced 
nations to think how far the principles of 
conservation have to be applied rigo¬ 
rously in order to put down consump¬ 
tion of energy in their countries, whe¬ 
ther it is gas or oil or coat. It is not be¬ 
cause the reserves are dangerously de¬ 
pleting. The reserves are becoming more 
and more. There are more reserves known 
to us now than what was ever known. 
The crisis is really of making ourselves 
able to pay for what we need for our 
survival. If countries like India are forced 
to bring down their ^consumption to a 
most unimaginable level, tensions 
will grow; disharmony will grow; 


and no government, no sane group 
of people, will be able to control the 
situation. 

The rise in prices is not irrelevantly con¬ 
ceived of: in ray opinion, there is a philo¬ 
sophy behind it; there is an orderly way 
of tninking behind it. May be, it does 
not suit most of the countries which have 
so far benefited by it. We are also suf¬ 
fering from it, and our suffering, because 
of the rise in prices, is more intense than 
the suffering elsewhere. Most of our 
difficulties in this country, social, political 
and economic, are on account of the 
basic fact that we have to pay through 
our nose foi certain commodities, 
mostly fuel. I would, therefore, plead 
that re-thinking should be done not 
only by the countries who are suffering 
from it but also by the countries 
who are prosperous and affluent and who 
have to find a solution which is acceptable 
to all the three segments of our population 
on the globe —one, that is affluent, the 
second, thoxe who are not affluent but 
are getting affluent out of all proportions 
because of the oil that they possess, and 
the third, the developing countries which 
have so far not got oil. 

Indian effort 

Coming back to our own situation, 
India has its own national organisation to 
search for oil and to develop oil for the use 
of society. Wc started our activities in a 
very moderate way with the help of Soviet 
experts and by and by we have built up 
an organisation of our own. This orga¬ 
nisation has produced more oil in seven 
to eight years’ lime than what the foreign 
oil companies have been producing. 
You know, how costly oil-search is. Wc 
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ate investing money on long-term projects. 
As a result of our hard and patientjefforts, 
we have been able to have a happy dis¬ 
covery in off-shore areas. 

attempt at self-sufficiency 

India might increase its on-shore oil 
production from the present seven million 
tonnes—both private and public sector— 
to almost double this quantity in the next 
five or six years’ time. On-shore wc 
could, perhaps, produce six to seven 
million tonnes more than what we are 
producing today if we get the required 
equipment. The same quantity of oil 
could be made available to us in the 
next six years’ time from off-shore also 
so that it is quite possible that we may 
get about 30 million tonnes of oil by the ( 
end of this decade or the beginning of the 
next—in 1981 or 1982, Surely we feel 
that we can become self-sufficient if the 
consumption at that lime does not exceed 
30 million tonnes of oil. So. it is a very 
happy situation which faces us so far as 
energy is concerned. But these six years 
are going to be difficult years. 

We must have fertilizers for our farms. 
Now fertilizer has become too costly. It 
is beyond our reach. It is beyond the 
reach of those countries which have no 
food to feed their people. It means the 
demand for fertilizer will go down and its 
production also will be reduced. 

It is high time that sanity returned to the 
countries of the world and they made an 
effort at arriving at a consensus which 
would be acceptable to us all with a view to 
avoiding real confrontation, which would 
be catastrophic for the entire world. 


Planning for energy 


Oni ov the features which distinguishes 
the developing countries from the deve¬ 
loped countries is the wide difference in 
the per capita consumption of energy. 
Whereas the developed countries consume 
large quantities of energy per capita, the 
developing countries have a very low per 
capita energy availability. This is despite 
the fact that the economic development 
which has taken place in the developing 
countries has resulted in the per capita 
energy consumption increasing at a rate 
which has been generally higher than the 
corresponding rate of growth in the de¬ 
veloped countries. The commercial ener¬ 


gy consumption in the developing coun¬ 
tries has increased even faster than the rate 
of total energy consumption, because of 
the subsitution of non-commercial forms 
of energy by commercial forms. In the 
future, if economic growth at a satisfac¬ 
tory rate is to be attained in the develop¬ 
ing countries, the growth of energy con¬ 
sumption must continue to increase ra¬ 
pidly, and commercial forms of energy 
must gradually become the main form of 
energy use. 

When we refer to an oil crisis, we are 
really talking about the very sharp in¬ 
crease in the cost of imported oil during 


the last year or so. It is this increase which 
has in vaiious ways affected the developed 
as well as the developing countries and 
has been the cause of some amount of 
criticism by the developed countries. How¬ 
ever, viewed in the historical perspective, 
it is apparent that the oil-exporting na¬ 
tions have lost heavily in the past due to a 
deliberate underpricing of oil. This policy 
of underpricing oil as a source of energy 
also led to its use growing at a very rapid 
rate. Not all the consumption of oil was 
strictly essential The known reserves of 
oil in the world being limited, the virtually 
unchecked growth in its consumption was 
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qui it contrary to the need for conservation 
and optimisation in the use of different 
forms of energy. U is well known that* in 
many countries, the development of other 
forms of energy was virtually neglected 
because of the availability of cheap oil 
from foreign sources. Considered in this 
light, the so-called oil crisis has really serv¬ 
ed to further the interests of conservation 
and has also given a fillip to appropriate 
attention being paid to the development 
of alternative sources of energy. 

In the short term, however, this sharp 
increase in the cost of energy provided 
by oil has serious implications for the 
oil-importing developing countries. A 
balance of payments constraint has de¬ 
veloped and in some cases this casts a 
serious limitation of the ability of such 
countries to even maintain their existing 
level of oil consumption. Many of the 
developed countries have reacted to this 
price increase by raising the prices of 
manufactured and capital goods which 
are also imported by some of the de¬ 
veloping countries, and this has further 
created difficulties for them. The fact oi 
the matter is that, whereas the developed 
countries have considerable scope for re¬ 
ducing their consumption of oil, such a 
cushion does not exist in the oil-importing 
developing countries. Nevertheless, in 
India, an attempt has been made to 
curtail the use of some petroleum pro¬ 


ducts by a sharp increase in the price. 
Thus, consumption of petrol has fallen by 
25 per cent. We are also attempting to 
substitute other forms of energy in place 
of oil. Since coal is available in a fair deg¬ 
ree of abundance, it makes good sense to 
think of replacing oil, wherever it is tech¬ 
nologically and economically feasible, by 
coal. However, such opportunities do not 
exist in all the developing countries. In 
addition, there would be certain uses for 
which substitution would not be possible 
and, therefore, a minimum demand for 
oil would always exist. The energy plann¬ 
ing in the developing countries would have 
to take note of this and consider how best 
to meet this requirement. 

Some of the energy requirements can, 
in the future, be met by exploring and de¬ 
veloping the non-traditional forms of 
energy. In the developing countries, parti¬ 
cularly in the tropical latitudes, solar 
energy can be very usefully utilised for 
irrigation pumping which, in the years 
to come, would be a major consumer 
of energy. Solar energy and wind power 
can meet the energy needs in hilly 
and remote areas where it would be 
very costly to provide electrical power. 
In certain parts of the world, there would 
be possibility of developing gco-thcrmal 
energy. These are subjects which still re¬ 
quire considerable research and develop¬ 
ment, if commercially viable solutions 
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to the technical problems being faced are 
to be found. 


An accelerated programme for the ex¬ 
ploration of oil deposits is another alter¬ 
native open to some of the developing 
countries, though here again all the de¬ 
veloping countries are not placed in an 
equally favourable position. The prob¬ 
lem, however, is that oil exploration is ex¬ 
tremely capital intensive, and has a high 
risk clement. Careful thought has, there¬ 
fore, to be given on the extent of invest¬ 
ments to be made in this area of activity, 
in countries where capital is scarce and 
has a high opportunity cost. 

In fact, one of the major problems which 
is likely to face the developing countries 
in the future is the highly capital intensive 
nature of all energy production. The estab¬ 
lishment of power stations, development 
of coal mines, building the necessary trans¬ 
portation infrastructure, exploration for 
oil and its subsequent production and re¬ 
fining, all call for very heavy initial capital 
investment. Therefore, if the developing 
countries are to continue to meet the grow¬ 
ing energy needs in the future, a very 
serious limitation may arise in their abi¬ 
lity to finance the necessary investments 
required for this purpose. Hven in those 
developing count l ies, where the natural 
resources exist for producing energy, the 
limitation of capita) may still considerably 
handicap the efforts to meet tWeir grow¬ 
ing needs. 


Problems of resources 

and social justice 


When the first United Nations Confe¬ 
rence on Trade and Development met in 
Geneva it had been estimated that if 
2/3rd of the world population is to achieve 
minimum rate of economic growth at 5 
per cent per annum, the developing count¬ 
ries must be enabled to import by 1970 
approximately 20 billion dollars worth of 
essential inputs, in addition to what they 
would be able to buy for their day-to-day 
needs with their traditional export in¬ 
come. In making this computation it had 
been assumed that the terms of trade tor 
their export products would not deterio¬ 
rate. 

The UNCTAD viewed a modest build¬ 
up of the import capacity of developing 
nations as essential to their economic 
progress and as vital to global growth, 


To this end three principal policy direc¬ 
tives had been agreed upon: 

First to secure at least some modest 
improvement of trade for commodities 
exported by developing countries. 

Second to promote processing and 
manufacturing industry in developing 
countries and to provide access for 
their processed and manufactured goods 
to the markets of advanced nations, and 

Third to facilitate transfer of financial 
resources to developing countries on 
concessionary terms. 

Looking at the progress of the develop¬ 
mental process at the beginning of 1973, 
we could have noticed some improvement 
in foreign exchange receipts of some de¬ 
veloping countries through the export of 


their manufactured goods. You must also 
have noticed some improvement in the 
transfer of financial resources too, al¬ 
though in relative terms there had, in 
fact, been a decline. The terms of trade 
for some developing countries had also 
improved marginally. But the deteriora¬ 
tion in the case of some other countries 
was sufficient to wipe out their gains from 
financial transfers. For developing count¬ 
ries as a whole the build-up in import 
capacity fell far short of the target of 20 
billion dollars. 

The upheaval in import costs which 
gathered momentum since has . brought 
about a dramatic alteration in the pre¬ 
mises on which the target was based and in 
the prospects of different developing count¬ 
ries for acquiring the import^capaeity so 
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vital to their growth needs. The price of 
wheat has trebled. So has the cost ot 
fertilizers. The price of petroleum has 
quadrupled. There has been a hundred 
per cent escalation in the cost of capital 
goods, of technical know-how and of some 
chemicals. If you view the prospects from 
the angle of developing countries which 
do not export petroleum, while you may 
notice a significant but perhaps a tempo¬ 
rary boom in prices of such items as rub¬ 
ber, phosphates and non-ferrous metals 
you will-find that the increase in the export 
prices for tea, iron ore, manganese ore, 
jute, cotton and simpler manufactures 
have been either insignificant or very low 
indeed, 

unusual characteristics 

This extraordinary upheaval in import 
costs of items indispensable for develop¬ 
ment of developing countries has been 
marked by some, very unusual, distin¬ 
guishing characteristics; first, the upheaval 
was largely unforeseen; second, its inten¬ 
sity was concentrated in a period of 12 
months; third, in some cases, it was very 
abrupt; founh, it covered a wide spectrum 
of commodities and products essential to 
growth, The range of movement, however, 
was not broad enough, and the price 
behaviour was too uneven and erratic to 
provide compensating export incomes to a 
majority of developing countries. 

The cumulative impact of these unusual 
characteristics has caused sudden, vio¬ 
lent, and widely divergent shifts in the 
economic circumstances and prospects of 
different nations, both developed and 
developing and in their respective 
export gains and import burdens. 
If wc wish to persevere with our global 
objectives of growth and social justice, 
national production structures, commer¬ 
cial and financial flows and some current 
concepts of international economic po¬ 
licy will need to be adapted to the change 
in economic environment. In our search 
for the required adaptations, let us first 
measure the impact of this crisis - this 
sea-change in environment — on the im¬ 
port capacity of the developing world. 

It is a matter for gratification that the 
impact on the import capacity of the 13 
developing petroleum exporting countries 
has been altogether fortunate and happy. 
In fact, we now have, within the develop¬ 
ing world, “financial oases", which over¬ 
flow with life-giving waters of petro- 
moncy. Their “resource gaps” have been 
converted into “resource reservoirs” 
These countries have now the capacity to 
buy all they need to fulfil their aspirations 
of rapid progress and growth. They have 


also acquired a new capacity to impart 
growth impulses, not only to the rest of 
the developing world, but also to some 
parts of the developed world. We must 
all rejoice that this is so. 

Eight other developing countries have 
been able to achieve a significant improve¬ 
ment in their terms of trade, sufficient to 
win from their export earnings the re¬ 
sources of a modest rate of growth in their 
economies. A few more have made mar¬ 
ginal gains, which could enable them to 
bring about a balanced adjustment bet¬ 
ween their import expenditures and their 
export earnings. It, however, remains to 
be seen whether the gain in the import 
capacity of these countries will endure. 

In the case of the remaining developing 
countries, accounting for over a billion 
people, the deterioration in import capa¬ 
city has been so sharp, so steep, and so 
calamitous that they face the grim prospect 
of a negative rate of growth. Not only 
developmental, but also maintenance 
imports, are beyond their reach. Should 
the International Community fail to undo 
the damage to their import capacity and 
should the effort currently under way to 
maintain it unimpaired at the low level 
obtaining prior to the upheaval in costs 
and prices not succeed, we should bid good¬ 
bye to all notions of global growth. For wc 
will have brought into being, on our planet, 
a vast populous depressed area capable of 
transmitting to the centres of power and 
affluence, both new and old, only negative 
impulses of depression, discontent and 
disorder. 

ironic situation 

There is yet another irony in this ironic 
situation. Of the developing countries 
which have been hit hard by the upheaval 
in prices, such low income countries as 
India which have been struggling, not loo 
unsuccessfully, to develop their inherent 
capacity to grow and even to transmit 
growth impulses to other developing count¬ 
ries, have been hit even harder. 

The sudden erosion in the purchasing 
power of our export income has accentua¬ 
ted our difficulties in sustaining the capa¬ 
bilities we have built up and threatens to 
smother our endeavour to optimise our 
potential. In addition, the erratic changes 
that have occurred in the inter relation¬ 
ship between the prices at which different 
goods arc internationally traded imposes 
on us a very expensive task of adjustment 
to the emerging environment. 

No nation or no group of nations can 
in my view be legitimately accused of 
bringing about this deplorable state of 



affairs, consciously and deliberately. X 
say so because in this interdependent 
world there is none that can hope to thrive 
on the misery of other nations or could 
even remain unscathed from its conse¬ 
quences. On ihe contrary, the nations 
which have recently derived monetary 
benefit from price escalation and also 
the nations which have for years made mul¬ 
tiple gains from the current economic sys¬ 
tem also face a new set of difficult prob¬ 
lems. 

Let us first direct our gaze towards those 
who are generally regarded as having come 
into wealth suddenly. Are they not ask¬ 
ing themselves the question, what does 
this wealth consist of? What is the real 
value to them of the IOUs which are flow¬ 
ing into their coffers? How their monetary 
gains can be protected from gradual ero¬ 
sion? How can their wealth be deployed 
so wisely as to provide for its owners 
sources of enduring income which arc not 
as finite as petroleum? Should they fail 
to find satisfactory answers to those ques¬ 
tions in cooperation with other members 
of the international community, would 
not those whose fingers are at the levers 
of power, economic and political, succeed 
in rendering the gains of petroleum ex¬ 
porting countries temporary or nugatory? 

Unilateral action by OPEC alone will 
not rid its member states of their prob¬ 
lems. They may have difficulty in 
protecting their recent gains without the 
political support of the developing world. 
They may find it easier to deploy their 
newly gamed riches to their enduring ad¬ 
vantage if they succeed in enlisting 
the enthusiastic cooperation of those 
nations which have complementary re¬ 
sources in men and materials and if they 
manage to secure satisfactory terms from 
the industrial nations for the supply of 
development goods, technological skills 
and managerial expertise. 

present condition 

Let us look a little more closely into the 
present condition of the advanced nations 
who have for many long years held a vir¬ 
tual monopoly of financial, industrial, 
scientific and political power. Not a day 
passes in Brussels when I do not hear de¬ 
pressing tales of woe or read about soar¬ 
ing prices, tumbling stock-values, rising 
unemployment, and falling production. 
Their statesmen, their administrators, 
their economists, and above all their 
financial writers are raising basic issues 
and are asking of one another pertinent 
questions about themselves, about the 
future of their nations. As for instance, 
and l quote “Is our prosperity, our pro- 
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gross, our power founded on quick-sands? 
Is it at all possible to find within our geo¬ 
graphic confines substitutes for all the 
commodities on which our affluence de¬ 
pends? If not, should we not secure 
guarantees for free access to these un- 
substitutablc commodities? How can 
we secure guarantees without conced¬ 
ing something of like value to the de¬ 
veloping countries”. 

Yet another set of questions relates to 
prices. I quote again “Can we afford to 
pay the high price now expected for the 
energy which fuels our productive struc¬ 
ture, which heats our homes, and which 
drives our motor-cars? Will the prices 
of other primary products that we need 
also rise? If so, how shall wc foot the 
bill for the commodities wc import and 
consume.” According to current text 
books, this should not be difficult, provi¬ 
ded the value and volume of the exports 
can be raised correspondingly. But the 
proviso chalks up yet another scries of 
question marks. The import needs of 
petroleum exporting countries for tradi¬ 
tional exports from industrial countries 
may not be too large. Their emerging 
needs for more sophisticated equipment 
may outstrip the capacity of industrial 
nations to meet them. At the same time, 
exports to MSAOs(most seriously affected 
countries) will decline pari passu with 
the decline in their import capacity. Some 
of the industrial nations may feel obliged 
by the size or their payment deficits to im¬ 
pose significant cuts even on their mutual 
trade. In short, if these unfavourable fac¬ 
tors combine to cause export incomes to 
stagnate and imports to decline, the level 
of economic activity may begin to recede, 
even in the centres of great industrial pro¬ 
gress. 

accentuated fears 

The threat which a minority of thinking 
persons in industrial nations sec to the very 
survival of the west accentuates the fears 
which petroleum producers entertain in 
regard to the permanence or reality of 
their gains. In this context, the view is 
advanced in some quarters that if the new 
and old owners of money enter into a 
constructive dialogue, all will be well 
with both groups of nat ions. It is argued 
that if new funds are deposited in well 
known banks, if these are used for the crea¬ 
tion of some industrial complexes in new 
areas, and if the frontiers of the Affluent 
Society arc extended to include a few more 
nations, the old order could still survive, 
with minor modifications and limited ex¬ 
tensions of its technological benefits. 

The scarcities of technological skills, 
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the inflation in the price charged by those 
who possess them, the physical and psycho¬ 
logical limitations of the work force, and 
the paucity of human and material re¬ 
sources are much loo well known to be 
ignored. Their cumulative impact will 
spell the doom of » limited approach and 
ensure the failure of a limited enierpi ise. 

The crisis in development is of truly 
global dimensions. AH of us — without 
exception ■— suffer from the current crisis, 
in one way or another because wc have 
denied far too long the fundamental 
unity of mankind and the essential 
diversity of their situation. If I may 
quote from Gnndhiji's prophetic words, 
lie said: “The earth has enough for 
everybody's needs, but not for every¬ 
body’s greed”. If great national leaders 
fed able to give up their petty wrangling 
and allow themselves to be led by their 
nobler instincts, the dawn may yet break, 
in the coming months of 1975. I believe 
my expectations that the first year of the 
last quarter of twentieth century will 
witness the beginnings of a new bold en¬ 
terprise are noi altogether ill-founded. 

community's interest 

In the famous "Fresco” of Community 
Action, conceived by Mr. Claude Cheys- 
son (Commissioner for Development, 
Economic Community), the European 
Commission has set out the main guide¬ 
line, in the following words. I quote: “To 
each according to his needs, by all our 
means”. And, in this very city, the capi¬ 
tal scat of a country where nearly 60% 
of the most seriously affected population 
lives, the Hon’blc Henry Kissinger, 
Secretary of the State of the United States 
of America, confessed to the Indian Coun¬ 
cil of World Affairs, on October 28, 1974, 
that “no action can impose its narrow 
interests without (caring the fabric of inter¬ 
national cooperation.” He went on to 
urge that “piecemeal solutions offer no 
hope/a global enterprise is imperative”. 

And to this capital city, many distin¬ 
guished dignatories from petroleum ex¬ 
porting countries have come, of their own 
accord and free will, exploring avenues for 
combining fruitfully their money power 
and their horse-power with the manpower, 
the skills and the endowment of some of 
the hardest hit countries. They and others 
of their kind have already set up mechan¬ 
isms to invest a part of their funds in the 
development of developing countries and 
yet another part in promising ventures in 
the developed world. 

Mr Kissinger has clearly perceived, if I 
may again quote from bis Address that 
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“this is not a conventional diplomatic 
problem which can be dealt with by con¬ 
ventional diplomacy or on the basis of 
conventional premises of social and eco¬ 
nomic theory. Did wc not err when wc 
believed that the economic order evolved 
at Brcthon Woods and Torquay-Annccey 
had in it the means for the progress and 
prosperity for all the peoples of the world? 
Did wc not then forget that all countries 
in the world did not have, when wc em¬ 
barked on the third quarter of the current 
century, a homogenous economic and 
social structure? Do we not all suffer 
today because the mechanisms that wc 
created sought to apply common rules 
and principles to situations which were 
essentially diverse and divergent ? This is a 
mistake which 1 feel we must now take 
very great care to avoid. 


Here is another set of questions for you 
to ponder over. Have we not over the 
last twenty-five years attached dis¬ 
proportionate importance to possession 
of money, to ownership of financial re¬ 
sources? 1 remember when I was doing the 
rounds in western Europe in the 60s seek¬ 
ing financial resources to develop our na¬ 
tural endowments. fwastoldbya famous 
finance minister that money does not 
grow on trees”. What shall we now say 
when money is being pumped out of the 
bowels of the earth, from underneath the 
desert sands? 


glib arguments 

Perhaps this makes it necessary for us 
to reflect on the conventional attitude of 
owners of capital. Have not some of 
them not glibly argued in the past that 
those who do not have money to buy what 
they need should tighten their belts and do 
without what they cannot buy? If we 
apply this conventional wisdom to the in¬ 
dustrial countries which currently face 
seemingly unmanageable payment deficits, 
would their continued prosperity not be at 
stake? If we continue to apply the conven¬ 
tional attitude to the developing countries 
whose deficits have suffered u drastic 
deterioration, would we not put into a 
reverse gear their effort to develop 
their resources and to utilise their innate 
creative capacity? If this chain reaction 
is to be avoided, it is necessary to restore 
to “capital” its true function and to de¬ 
vise new ways for its transfer from those 
who have it to those who need it, so that 
all available capital is efficiently used, in 
the service of global growth and social 
justice. 

Let me turn to yet another aspect of 
our conventional wisdom. You have al- 
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ready seen that terms of trade constitute 
a potent factor in determining the import 
capacity of a developing country. The 
processes which determine the content and 
contour of this factor require, in my view 
to be iooked into with care. How are 
these terms of trade determined? Iam 
told that this is a function of market forces. 
But who controls or directs these market 
forces? The experience of OPEC with 
the price of petroleum may perhaps throw 
some light. 

In 1959, if I am not wrong, seven of the 
big multinational oil companies got to¬ 
gether and decided to cut unilaterally the 
price they were paying for petroleum. 
Stunned by their high-handed decision, 
five big countries met in Baghdad and de¬ 
cided “to create an organisation lor regu¬ 
lar consultation and for the coordination 
of oil policies’’. For many years, OPEC 
continued to be dismissed by western 
diplomats and businessmen as a “quar¬ 
relling collection of Middle-Eastern camel 
sheikhdoms and Latin American banana 
republics”. However, the march of de¬ 
colonization Jed to a steady rise in OPEC’s 
membership to include Algeria, Qatar 
and the United Arab Emirates. The 
swelling surge of nationalism enabled 
them lo demand that control over their 
natural resources should be taken away 
from foreign companies. The emerging 
unity of the Group of 77 in UNCTAD 
and in the United Nations provided poli¬ 
tical support for their demand and streng¬ 
thened their claim to a fair price. The 
non-aligned raised the banner for putting 
an end to the economic serfdom of poor 
nations that were politically free. While 
political pressures were being thus built 
up the improvident use of a finite re¬ 
source by the industrial nations increas¬ 
ed their dependence on the countries that 
owned it. Finally, a unique convergence 
of economic and political factors, glo¬ 
bally as well as regionally, made it possi¬ 
bly for the petroleum exporting group of 
developing countries to demand and deter¬ 
mine the value they thought fit to pul on 
their natural resource. 

search for the key 

Thirteen developing countries now hold 
in their hands a key to the solution of 
their developmental problems but other 
countries have yet to discover such a key. 

In using this key, the petroleum export¬ 
ing countries, however, have repeated the 
error of applying a common solution to 
divergent economic situations. They have 
made no distinction between those who 
can offer to pay a high price and those who 
are too poor to pay it, between those who 


use a a scarce resource improvidenlly and 
those who need more of it for modest 
economic progress, between those who 
were managing to thwart their legitimate 
aspirations and those who were supporting 
them in their struggle. In conse¬ 
quence, the first dramatic success of 
developing countries in revaluing their 
natural resources has improved the finan¬ 
cial position of some and worsened that 
of other developing countries. The con¬ 
sequential deterioration in the terms of 
trade of oil-importing developing count¬ 
ries has been so deep that the cumu¬ 
lative burdens on them now mount 
to staggering proportions. 

This situation in the developing world 
has led interested quarters to put forward 
the argument that improvement in com¬ 
modity prices is, per se , detrimental 
to the interest of developing countries as a 
whole. I submit that this argument is 
fallacious. We should not allow it to per¬ 
suade the international community to 
weaken in its resolve to build up the im¬ 
port capacities of poor countries through 
improvement in their commodity prices. 
At the same time, we should actively seek 
remedies for neutralising the unintended 
side-effects on consuming developing 
countries of improvements in commodity 
pricing. 

worrying aspect 

In seeking these remedies it is necessary 
to bear in mind that the recent increase in 
the prices of some commodities have been 
partly due to inflationary pressures and 
monetary instability and the worrying 
aspect of the hike in petroleum prices is 
largely to be attributed to its abruptness 
and also to its isolation from an orderly 
movement aimed at betterment of the 
terms of trade, on a broad front, for de¬ 
veloping countries as a whole. Since 
failure in this important field has so large¬ 
ly contributed to the current crisis, it is 
vital to ensure that no further time is 
lost in making a determined effort to 
succeed. 

The global enterprise we have talked 
about earlier must urgently seek to devise 
ways and means to rebuild and improve 
as soon as possible the import capacity 
of the developing countries who have 
suffered deterioration in their terras of 
trade. I believe that if we all cooperate, 
this can be done in an orderly manner. 

I make bold to put forward some const¬ 
ructive solutions to this end. 

First the effort should be undertaken 
simultaneously on a broad front. 

Second the aim of the effort should be 
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to secure a steady upward movement. A 
gradual rise in prices of commodities will 
make adjustment easier. 

Third, the operation of market forces 
must be effectively contained, inter alia , 
through corrective intervention. The 
petroleum exporters have a unique oppor¬ 
tunity. They could mitigate in some mea¬ 
sure the unintended consequences of their 
action by devoting a part of their sur¬ 
pluses to strengthen the holding power 
of poor commodity producers. In this way 
they would be helping to weaken the hold 
of speculative capital on the market. 

unique relationship 

Fourth, in view of the crucial impor¬ 
tance of maintaining and augmenting the 
real purchasing power of commodities 
exported by developing countries, a unique 
relationship should be established bet¬ 
ween the prices of their export products 
with the prices of their essential imports. 
Such indexation will serve as a monetary 
tool for securing a degree of cvmncss in 
price movements. 

Fifth, the need for differentiated so¬ 
lutions to cater for varying supply and 
demand situations should be recognised. 
In the case of scarce commodities, 
while conservation measures will need 
to be adopted by affluent countries, a rise 
in share will need lo be made available to 
the poor countries. In the case of commo¬ 
dities in the surplus situations, it will be 
necessary to stimulate demand and de¬ 
velop end-uses. 

Sixth, a reverse GSP Scheme in respect 
of commodities exported by develop¬ 
ing countries may prove to be a depend¬ 
able device for securing differential re¬ 
sults. 

Seventh, where a reverse GSP Scheme is 
not found to be feasible, the importing 
developing countries should be protected 
against unintended side effects only 
through the delegation of historic prices 
to the historic volume of their essential 
imports. 

It will lake some time before the im¬ 
balance in terms of trade is rectified. 
Meanwhile, our global enterprise will have 
to adjust itself to other measures for re¬ 
building the shattered import capacity. 

This is not u narrow interest of MSACs 
alone. I will try to show that the world 
as a whole will benefit from this exercise. 

You are aware of the make-shift 
arrangements that were made over the 
last 12 months. These have kept the inter¬ 
national system of trade and payments 
ticking. But the adverse effects are be- 
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ginning to be felt in the economies of 
many nations, both developed and 
devetoping. The meetings which have 
recently concluded in Washington have 
fortunately taken some unorthodox 
decisions. The new mechanisms will 
enable the holders of petro-money to re¬ 
cycle their funds, so that the deficit count¬ 
ries pay for their imports on due dates. 
It is expected that these exercises will 
provide breathing time for the global enter¬ 
prise to take off. 

We must really look beyond recycling 
to the real problems and try to see how 
we can grapple with them. When I do 
this, I detect a silver lining in the over¬ 
hanging clouds. I see in the develop¬ 
ments which have taken place an opportu¬ 
nity for the international community to 
devote a portion of its global monetary 
resources to investment in adaptation of 
national productive structures and inter¬ 
national trading patterns to the needs of 
tomorrow rather than those of yesterday. 

not so frightening 

Some are however frightened by the 
dimensions of the problems. If the 
amounts involved in international trade 
in petroleum arc viewed in the world 
scale, the proportion will not appear to be 
too frightening. The net addition to the 
average cost of industrial products is only 
a small one. We are frightened because 
the addition takes place in the midst of 
rampant inflation. Let us hope that the 
attempts currently under way in the in¬ 
dustrial nations to contain inflationary 
pressures will succeed. 

The industrial nations are directing 
their present efforts to conserve energy, 
to find substitutes for petroleum and to 
restrain wasteful consumption. If their 
efforts succeed, I do no* see any great diffi¬ 
culty in their being able to transfer a small 
portion of their output to meet the in¬ 
creased cost of petroleum and other raw 
materials. 

There is no real threat to their standard 
of living or way of life. The increases in 
their productivity will take more 
than adequate care of the payments 
they are expected to make. I do never¬ 
theless see some difficulty on the part of 
industrial nations in being able to produce 
all that the OPEC may need and be able 
to pay for. It will take time for them to 
adapt their productive structures to meet 
the sudden spurt in the demand for 
sophisticated equipments. In any case, 
the mental and physical constraints on 
their work force will determine the extent 


to which the demand for labour intensive 
products could be met from the produc¬ 
tion of industrial nations only. Fortu¬ 
nately, a reservoir of surplus skills and idle 
productive capacity is available in some 
of the industrialising countries. But it is 
necessary for this reservoir to be tapped 
and activated. Efforts to this end will be 
thrice blessed. First, the industrial na¬ 
tions will be able to adapt their productive 
structures on the basis of efficient revsource 
utilisation; second, the OPEC buyers will 
be able to obtain their requirements on a 
more economical basis; and third, the 
industrialising countries will acquire 
additional purchase power to buy more 
of their needs from the industrial nations. 

investing In their future 

It is, of course, for those who have 
money to decide as to how they will use 
their monetary resources. I am sure they 
have plans lor investing these resources in 
their own future. Even the investment 
on futuristic development within their 
own countries will take time to materia¬ 
lise. They will also have plans for pro¬ 
fitable investments elsewhere, Wc have 
heard of various Funds having been set 
up to facilitate investment in developing 
countries. We have also heard of their 
plans to invest surplus resources—in 
real estate, in industrial stock and in 
government securities of the industrial 
nations. It is too early for the mind to be 
made up on the variety of choices that 
arc clearly available. In making these 
choices national interest must obviously 
predominate. But the indirect effect 
of these choices on production and em¬ 
ployment elsewhere is also an important 
factor to be taken into account. If the 
choices that spread the benefits of pro¬ 
duction and employment to many nations 
and large numbers of people are preferred, 
perhaps the national interest itself will be 
belter served. 

To sum up: 

First, the crisis that faces the world origi¬ 
nates in the failure to implement the 
provisions of the Development Strategy 
for Global Growth and Social Justice. 
In consequence, a diverging pattern of 
difficulties face the nations which have 
economic power, those which have money 
as also those which lack capital but have 
abundant resources in men and materials. 

Second, wc have made a fortunate dis¬ 
covery that the difficulties which face one 
group of nations provide a key to the so¬ 
lution of the difficulties that face other 
groups. This discovery enables us to 
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think in terms of an interlocking Pro¬ 
gramme of Action, transforming each set 
of difficulty into a key to unlock the lock¬ 
ed doors that bar the path of the other 
groups to programme. 

Third, since the imbalance in terms of 
trade lies at the root of the crisis, a seri¬ 
ous effort should be urgently initiated to 
sectify it. 

Fourth, new solutions arc called for to 
deal with problems relating to use and 
supply of money, and to payment and 
financial transfers. These should include 
provisions for adjustment of terms and 
conditions and procedures for the move¬ 
ment of money from the area of surplus 
to the area of need to the differential re¬ 
quirements of strong and weak economics. 

Fifth, the import capacity of the Most 
Seriously Affected Countries must be main¬ 
tained without adding to their already 
heavy debt burdens. Jt should be recog¬ 
nized that while rich nations should meet 
their deficits through transfers of real re¬ 
sources, the transfer of such resources 
from poor importers to affluent exporters 
ill accords with the new order. 

case of weah economies 

Sixth, the principle of compensation to 
neutralise the high import cost to weak 
economies must be accepted by alt well- 
to-do exporting nations, irrespective of 
their socio-economic systems. 

Seventh, national productive structures 
of both developed and developing count¬ 
ries need to be adopted and built up to 
meet their mutual requirements and in 
particular those of nations whose natural 
resources are currently fuelling economic 
activity in different parts of the world. 

Lastly, the emerging environment re- j 
quires national attitudes to production « 
and investment to be increasingly based j 
on rational and efficient utilisation of the 'j 
various production factors within the reach j 
of different nations. To this end, the j 
countries which lack capital must facili- ; 
tate its inflow, and those that lack man¬ 
power and natural resources must concert 
means to optimise their utilisation. 

The might of the crisis that has over¬ 
taken us holds within it the rays of the 
dawn that may still break in .the com¬ 
ing months of this year. If that happens, 
we can soon resume with greater hope the 
onward march towards Global Growth 
and succeed in securing Social Justice. 
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Pressures on the 

food economy 


Jagjivan Ram 

As you would, no doubt, be aware, 
the world economic situation was 
already dllTicult at the beginning of tire 
seventies. The pressure of fast expanding 
demand, specially from the highly in¬ 
dustrialised countries, on the limited re¬ 
sources and the productive capacity of the 
world had already been felt rather keenly 
and vSCt the economists, as also others, 
thinking as to whether there were no limits 
to growth of the world economy and whe¬ 
ther the limited resources could not be 
conserved for the use of the generations to 
come. The developing countries wondered 
whether and to what extent they 
could develop their own economies and 
improve the levels of living of their peoples, 
specially the weaker sections, in the face 
of the growing pressure of population, in¬ 
ability to raise adequate resources for de¬ 
velopment from within, inadequate ac¬ 
cess to the world market, and the diminish* 
mg prospect of the advanced countries 
helping the developing ones, even to the 
limited extent of just about one per cent 
of their gross national products, the dec¬ 
lared aim of the so-called first Develop¬ 
ment Decade. 

crop failures 

The economic situation which had al¬ 
ready been deteriorating became worse in 
1972 when the world witnessed an un¬ 
precedented phenomenon of simulta¬ 
neous crop failures in several sub-conti¬ 
nents including the USSR, China, India 
and South-Easi Asia, and worst of all, the 
Sehclian Africa. For the first lime since 
the Second World War, world foodgrain 
production declined in absolute terms, by 
as much as 33 million tonnes. The severity 
of the emerging food problem could be 
easily appreciated if this decline is consi¬ 
dered against the background of the fact 
that the world production of cereals alone 
has to increase by about 25 million tonnes 
per annum to meet the rising demand. 
Naturally, the world had to cat into its 
stocks which declined rapidly to precari¬ 
ously low levels. The world food situation 
became so serious as to bring the inter¬ 
national community almost on the brink 
of disaster, the current consumption re¬ 
quirements having had to be met on vir¬ 
tually a month to month basis from 


current * production, which had its own 
in-built uncertainties. 

Not only this. The wide gulf between the 
demand for foodgrains and supplies from 
current production in 1972 led to such 
a sharp upturn in the prices of foodgrains 
as was never witnessed before. Even hea¬ 
vily surplus countries, such as the USA, 
experienced a steep rise in the retail prices 
of foodgrains and consequently of chemical 
fertilisers, etc. 

pushed to the wall 

In the race for commercial purchases 
of foodgrains and chemical fertilisers 
in the international markets, some of 
the developing countries such as India 
found themselves almost pushed aside 
due to their inabilito to pay high prices 
and to find foreign exchange needed 
for the purpose. The high prices paid for 
oil, foodgrains, fertilisers and pesticides, 
imported from other countries, far in 
excess of even the increased costs of 
production, has resulted in rapid im¬ 
poverishment of India and other simi¬ 
larly placed countries, by the heavy trans¬ 
fer of resources to the richer countries, in 
this manner. The worldwide shortages 
of foodgrains thus affected the developing 
countries such as India more adversely 
than many others. 

In India, there was a severe drought 
during the year 1972-73 and the foodgrain 
production fell by as much as eight million 
tonnes equivalent to the annual consump¬ 
tion requirements of nearly 50 million 
people. This, however, was only one side 
of the problem, which could be met to a 
great extent by drawing down the stocks 
built in the earlier years and such imports 
as could be arranged. The more important 
side of the problem related to the purchas¬ 
ing power in the hands of the people which 
also dwindled as the crops failed. The go¬ 
vernment had, therefore, to organise re¬ 
lief works and other relief operations on 
a massive scale at a very high cost. A sum 
of about Rs 4,000 million was released to 
state governments for drought relief ope¬ 
rations during 1972-73 and 1973-74. 
The employment on various relief works 
touched a record level of 5.5 million per¬ 
sons in May 1973. Naturally, this en¬ 
tailed a sharp rise in expenditure from the 


public exchequer. Budgetary deficit in¬ 
creased and a sharp expansion in money 
supply became inescapable. In the result^ 
the prices, specially of foodgrain and other 
essential commodities, took a sharp 
upturn adding to the difficulties of the 
people. 

In the developing countries, such as 
India, where bulk of the consumption ex¬ 
penditure is accounted for by food items, 
food prices set the pace for the general 
price level. The best way to contain price 
inflation, therefore, is to bring about an 
improvement in the balance between de¬ 
mand For and supply of foodgrains and re¬ 
lated essential items. We in this country, 
therefore, launched in 1973-74 a coordi¬ 
nated production eftort involving exten¬ 
sion of cultivation of high yielding varie¬ 
ties and arrangements for the supply of 
inputs such as quality seeds, fertilisers and 
pesticides, provision of institutional 
credit, etc. We did achieve a mea¬ 
sure of success in this inasmuch as the 
production of foodgrains increased during 
1973-74 by 6i million tonnes despite 
adverse weather conditions during the 
winter season. 

world output 

The world output of foodgrains too 
registered an increase of four per cent 
or so in 1973. In view of this, and the 
experience of 1972 which reminded the 
world of the critical dependence of agri¬ 
culture on the behaviour of weather, it was 
expected that serious efforts would conti¬ 
nue to be made worldwide, and in the de¬ 
veloping countries in particular for 
bringing about sustained increases in pro¬ 
duction and stocks of foodgrains so as to 
keep the people on the safer side of the 
starvation line. 

Meanwhile the drastic change that had 
come about in the structure of prices 
of oil and even more of oil-based products 
such as fertilisers and pesticides upset the 
balance of payments for the non-oil pro¬ 
ducing countries, specially the developing 
ones, for which the situation had already 
become very difficult in the wake of the 
earlier food crisis. As far as India is con^ 
cerned,. it is well known that nearly 80 
per cent of the foreign exchange earnings 
has had to be spent on imports of oil, rer- 
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tititisers and food alone. No doubt, the 
exports have shown a noticeable increase 
but the increase has not been adequate to 
meet the expanding import bill. All this 
has meant reduced availability of essential 
goods leading to inflationary pressures with 
consequent suffering to the majority of the 
population already on low subsistence 
level Similar must be the situation in 
other affected developing countries. It is 
indeed tragic that in the present critical 
situation when such developing countries 
need more assistance, and that too ur¬ 
gently, the pattern of trade and so-called 
aid, of which so much is talked about, 
is actually resulting in transfer of even their 
limited resources to the richer countries. 

continued impoverishment 

This would mean not only no further 
improvement in their economic health but 
continued impoverishment with nothing 
to look forward to, for want to invest¬ 
ment, without which improvement in pro¬ 
duction and services would not be possi¬ 
ble. One of the anomalies of the current 
situation is that even essential agricultural 
inputs such as fertilizers and pesticides arc 
available to the farmers in developed 
countries at almost half the price at which 
they are exported to the poor develop¬ 
ing countries. To expect agricultural 
production to go up substantially in such 
a situation is asking for the impossible. 
This is a situation which the world commu¬ 
nity can ignore only at its own peril. The 
gravity of the matter is so serious that it 
cannot brook any delay. Means must, 
therefore, be found to ensure that there is a 
positive transfer of adequate resources to 
the developing countries to enable them to 
increase production, particularly of essen¬ 
tial goods such as foodgrains, in the 
shortest possible time. 

High prices and restricted availability 
of oil-based products, such as fertilisers 
and pesticides, not only lead to an in¬ 
crease in the cost of production of agricul¬ 
tural commodities but also set a limit to 
the growth of output. In a situation like 
this, price incentives for encouraging agri¬ 
cultural production can play only a limi¬ 
ted role in as much as the farmers’ capa¬ 
city to take full advantage of such in¬ 
centives is restricted due to reduced avail¬ 
ability of the critical inputs. Until this 
situation improves, greater reliance 
would need to be placed on inputs that 
arc relatively uncffected by the energy 
crisis. 

In view of this, as also the urgency of 
increasing agricultural production we took 
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several initiatives during the current agri¬ 
cultural year. Special regional meetings 
Were held with the state governments to 
identify the issues requiring immediate 
action and to ensure proper implemen¬ 
tation of the various development pro¬ 
grammes. To relieve the shortage of power 
fortubewells in the states of Punjab, Har¬ 
yana and Uttar Pradesh, a Contingency 
Plan was prepared to divert power from 
other areas and sectors. Arrangements 
were also made to meet the requirements of 
diesel for agricultural purposes A pro¬ 
gramme was taken up for the develop¬ 
ment of local manurial resources both in 
the rural and urban areas. I might men¬ 
tion that we are trying to instal 100 thou¬ 
sand bio-gas plants based on cow-dung 
in the rural areas, for the production of 
fuel gas for domestic use and good quality 
manure for agriculture. Stress is being laid 
on the development of irrigation and pro¬ 
duction and use of quality seeds. 

We arc also making efforts to 
evolve alternative cropping strategy for 
rainted and drought prone areas so 
as to minimise the impact of aber¬ 
rant weather conditions. Although the 
crop recently harvested suffered a set back 
due to failure of rain in parts of the country 
and floods in other parts, the crops sown 
at the commencement of this winter season 
present a hopeful picture. Many parts of 
the country received welcome rains in 
October, December and more recently in 
early January also. Food prices have wit¬ 
nessed some fall and we expect further 
easing of the situation when the standing 
rabi crops are harvested next April-May. 

As I mentioned earlier, the developing 
countries find themselves today in a 
vicious circle. This vicious circle has to be 
broken. Given the will all round, it should 
not be difficult to find the necessary solu¬ 
tions, In the first place, the advanced in¬ 


dustrialised countries could help by re¬ 
allocating priorities for their internal pro¬ 
duction, imports, and export, so as to en¬ 
able the developing countries to havc/a 
greater access to the world markets and, 
through this, to acquire the much needed : 
foreign exchange. As you all know, the 
share of the non-oil producing developing 
countries in total world trade, small as it 
had already been, has declined significantly 
over the years, so that even otherwise 
there is a need to boost their exports. 
Secondly, the industrially advanced and the 
oil producing countries could provide de¬ 
velopment assistance in large measure to 
the non-oil-producing developing coun¬ 
tries so as to enable them to expand their 
economies, specially in the agricultural 
sector, at a much faster rate, and achieve a 
stage of self-sustained growth in the fore¬ 
seeable future. 

May I restate in this context, that 
according to the projections made by 
FAO, the cereals deficit of the develop¬ 
ing market economy countries could rise 
by 1985 to as much as 85 million tonnes 
which, at 1973-74 average price of US dol¬ 
lar 200 per ton of all cereals, would re¬ 
quire 17,000 million dollars per annum, a 
staggering figure indeed. And, it was itt 
view of this, that the World Food Con¬ 
ference held recently in Ronje recognised : 
the need for the international community 
to assist the developing countries in aug- : 
menting their production of foodgrains, ■ 
Thirdly, to meet their immediate needs, : 
the non-oil producing developing count¬ 
ries could be given adequate loans of ; 
foreign exchange at concessional rates. I 
am glad to note that initiatives in this 
direction are being taken by the world j 
financial institutions. 

For the world as a whole, l feel there is 'j 
considerable room for economy in the ■ 
use of energy and food, by changing the j 
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composition of the diet so as to avoid 
wasteful use of agricultural products 
to overfeed, in quality or quantity, a 
few, at the risk of depriving many ot any 
food whatsoever. Food habits could 
change, and new sources of energy could 
be identified, developed and tapped so as 
to reduce the critical dependence on oiJ, 


The sun is an inexhaustible reservoir of 
energy. It is for scientists to devise me¬ 
thods to harness this energy. Greater re¬ 
liance could be placed on the use of pro¬ 
ducts with low energy content. Efforts 
could also be made for a more intensive 
use of energy through recycling. 

I do not claim to have identified 


the remedies to the vexed and the mixed 
problems of inflation, energy crisis and 
trade dilemmas, but I am sure that, given 
the will and a spirit of cooperation on 
the part of the international community, 
wc will get over ihe difficulties sooner ra¬ 
ther than later. 


The facts of a new 
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economic order 


Tuf: economic order of today is different 
from that or yesterday. This is a fact, 
one can like it or dislike it, one can 
complain or applaud, one can dream about 
the past; it is a fact, we have entered a 
new economic cider. The point is that 
it should be better than the one before. 

The new facts of this new order appear¬ 
ed at the time of the so-called economic 
crisis. The fact that there is an economic 
crisis cannot be disputed and I beg you, 
although you are talking about problems of 
development of the third world, not to 
forget that the OECD countries arc very 
badly struck by the crisis. The growth in 
GNP, which had reached some six per cent 
average for the OECD countries in 1973 
over 1972 has fallen to quarter per cent 
and will not go beyond 0.5 per cent in 
1975 over and above 1974. 

balance of payments 

The balance of payment problems arc 
extremely difficult and the countries that 
had a deficit in 1973 in the community — 
Denmark, Ireland, Italy, United King¬ 
dom ■— have doubled their deficit; those 
that had a balance, such as France, are 
now m deficit. Altogether, the additional 
delicit of balance of payment that wc have 
lo pay due to the crisis represents 2 to 
3 per cent of our GNP. 

Inflation which had been there for a 
longtime before the crisis has now reach¬ 
ed peaks with an average of more than 
13 per cent in 1974. Governments having 
used traditional and classical deflationary 
measures, have s:cn the beginning of 
recession. Unmnloyment lias reached the 
figures which start political crisis, social 
commotion. The one-million figure is a 
kind of holy figure in Germany, France, in 
Britain and they are all under the light. 


This has not been evenly shared by the Com¬ 
munity members and one, Germany, has 
done better than the others. Two have 
done worse than others — Italy and Great 
Britain. This resulted in internal 
tensions which are very serious. You 
should not ignore the psychological 
and political implications of this crisis. 
When one is sick, one has a tendency 
lo close the windows and one has 
a tendency to refuse to see even 
friends. There is now a tendency to isola¬ 
tionism in everyone of the OECD count¬ 
ries, from the USA to France and other 
European countries and this counter- 
current which what had happened during 
ing the past few years a very alarming 
sign. 

grim picture 

As a result of this also the weakest or 
the ones who feel that they are the weakest 
have accepted a larger degree of depen¬ 
dence of their economy, of their policies. 
As you may have read in the press, the 
chairman of the European Commission, 
Francis Xovin Ortoli,a few days ago was 
denouncing the increase of dependence 
of European countries with regard to the 
United States. 

So the picture is grim on our side. 
Still there arc some rays of hope, 
in particular the fact that, after a very 
long period of prosperity, the signs of a 
serious crisis have led those who have to 
think in terms of long term perspective 
to consider those perspective with greater 
care and with greater understanding and 
intelligence, l mean of course the ban¬ 
kers and the industrialists, who cannot 
afford thinking in short term. I mean 
also trade unions and often public opi¬ 
nion as well as the press. The fact that the 
press now speaks of long-term perspec¬ 


tives is one of the few rays of hope which 
we have in Europe. 

The implications of the crisis for the 
developing countries have been shown 
during the last two days, so I shall be 
very brief aboul that. Still I would like 
to recall that the most seriously affected 
countries in the world are developing 
countries. They are those who were close 
to “absolute poverty" to lake Mr Mac- 
Nainara's expression “this one billion 
inhabitants" which has now lost even 
the hope to pull themselves up with their 
own resources. They were struck by the 
crisis, which resulted in fantastic increases 
in the prices of imports which are essen- 
tial to life and did not get substantially 
better returns for their exports. My 
friend, Ambassador Lall, when he signed 
an agreement recently was saying: “We 
thought we could see the light. We were 
struck by the storm; the tunnel caved in, 
the light seemed to go out." This is the 
situation fur the most seriously affected 
countries, one billion inhabitants in the 
world. 

precarious position 

Other countries have done better, those 
countries whose exports had increased in 
value at the same time when the cost of 
their imports was increasing. They have a 
new balance between their exports and 
their imports, they seem to be in abetter 
situation. But for many of them, the situa¬ 
tion is extremely precarious and it will 
remain so as long as we have the present 
balance in the commodity World markets, 
as long as these countries are suppliers of 
the economic growth in the world and not 
the partners in this world growth. 

The oil producers are, of course, those 
for whom the crisis was ths most favoura- 
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blc, Some 70 to 80 billion dollars were 
paid to them additionally in 1974 — 10 
to 15 billion from the third world, 65 to 
70 billion from the industrialised world. 

According to OECD statistics, 
imports from oil producing countries 
Which were around 28 billion dollars in 
1973 will reach nearly 70 billion dollars 
in 1975. Still they have many problems of 
development, due to the rapidity of the 
jump into this very modern type of society, 
calling for industrial and agricultural ad¬ 
vancement. For other oil producing count¬ 
ries, there arc surpluses which cannot be 
used by them. 

In brief, out of the crisis, it appears that 
there are various types of situations, of 
development. Indeed the nature of re¬ 
quirements for development is very diffe¬ 
rent from one case to another. For t lie 
more seriously affected countries, it is the 
financial facilities that are needed. For 
those who depend almost entirely on ex¬ 
ports of one or two commodities, the need 
is for stabilisation of their revenue, of the 
returns for their exports. For those that 
have now every chance to develop, it is a 
conjuction of technical, industrial, and 
scientific cooperation. For all of them, it 
is an access to markets, which will result 
in better development of their com¬ 
mercial ability. 

fruits of unity 

Between the developing countries struck 
by the crisis a number of political and 
psychological elements have also appeared. 
For some it is fear, fear of collapse, 
fear of chaos with everything that it may 
mean in political terms. For almost all 
of them, it is a contention of the establish¬ 
ed order which should result into pro¬ 
gress because it is going to be a driving 
Force throughout the world. The lone of 
the latest United Nations meeting con¬ 
firms that this contention will not be satis¬ 
fied with long tedious speeches but will 
result into a constant pressure to change 
the rules of the game. There is also this 
new feeling that sticking together gives 
you an additional force. There is one 
doubt that the demonstration made by the 
oil producers, however, unpleasant for 
a number of us, in particular for the 
European countries, has taught a lessen. 
Developing countries when they stand to¬ 
gether for a certain power, can build up 
strength and bring about some degree of 
equality between industrialised countries 
and developing countries. We have to 
accept it and I frankly welcome it. 

Facing that now situation, what should 


we do? Of course we can keep on think¬ 
ing of the past recalling the good days of 
the old order. I don't think this is the pro¬ 
per approach, the approach of responsible 
political leaders, responsible economists, 
journalists or financial writers. What we 
should do is to see the problems and de¬ 
vise new rules of the game. Most urgent 
of course is to meei the financial require¬ 
ments of the most seriously affected count¬ 
ries. The first thing to do was to avoid 
that they should perish under the strain 
of the first months of the crisis. If some¬ 
one is hurt on the road first you heal his 
wounds. The wounds have to be healed 
and this was the purpose of the decision 
laken by the United Nations during the 
extraordinary session: an emergency ac¬ 
tion was to be undertaken through which 
3,000 million dollars would be made 
available to these 25-30 countries most 
seriously affected by the crisis. 

The recommendations of the United 
Nations, criticised by many, has proved 
useful. The UN had to sec that money 
was made available and it turned out to be 
a success mostly due to immediate action 
by the oil producing countries. We had 
hoped that they would give some 1500 
million dollars of the total figure. In 
fact, we know already that in this 12 
months period- July 1974 to June 1975— 
their contribution in accordance with the 
very strict criteria decided by the United 
Nations go far beyond that figure of two 
billions. The industrialised countries have 
also contributed as they should. The 
contribution of some of them is particu¬ 
larly striking ami confirms that there was 
a ray of hope due to the reaction of public 
opinion and the press. 

UN special account 

A country l ike Switzer land with five mil¬ 
lion inhabitants has put J 5 million dollars 
in this UN Special account. Sweden has 
put 37 million dollars for eight million in¬ 
habitants; Yugoslavia in spite of its diffi¬ 
culties has put seven million. I am pleased 
that the European Community has played 
a leading role in advancing the ideal al¬ 
though it was not among the first contri¬ 
butories. The Community has kept to 
its word and that was confirmed by our 
council of ministers meeting just a few 
days ago. We shall pay 500 million 
dollars to which we Were committed. 

I am sorry that the reaction was not the 
same everywhere. It is very surprising 
that the government of the United States 
decided not to take j»art in the exercise. 
It is all the more surprising when we think 
that every time in history when there has 
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been a catastrophe in the world, reactions 
and emotions in the American public 
opinion have been among the most power¬ 
ful. So I really cannot understand what 
happened this time, l am also sorry that 
the socialist countries have kept out of 
this effort. It is true that they can argue 
that they arc not responsible for this 
crisis, but they nevertheless are pan of 
the world community. We all welcome 
their participation in an increasing 
number of international conferences like 
the World Food Conference recently and 
we found difficult to understand that they 
should not be among us when the problem 
was to save the life of the most seriously 
affected countries. The purpose of all 
this exercise was simply to give a 
breathing space. It was not less but it 
was no more. 

official development assistance 

The new financial problems which 
these countries encounter with 
the increase in their import bill 
have to be faced. This will not be cover¬ 
ed through a fund, but through a reorga- j 
nisation and redistribution of financial ; 
flows throughout the world and a very sub- . 
stantial increase in those financial flows. 
According to the figure of the World 
Bank, official development assistance 
should grow from 10 billion dollars — 
the level in 1973—to 20billion in 1980 for , 
an average growth of eight per cent which ; 
is unacceptable as it means a decrease 
in GNPfor a number of countries. ODA j 
should grow to at least 25 billion dollars 
within the next five years to guarantee a 
two per cent average growth for the deve¬ 
loping countries. At the same time, the 
borrowing capacity of these countries , 
should be increased from nine to 23 j 
billion dollars. ! 

Roughly there should be some 30 bil- = 
lion dollars made available by 1980 in ; 
one form or another to the developing j 
countries and in addition there should ; 
be the redistribution corresponding to I 
the present economic circumstances with 
roughly 80 per cent of ODA and financial 
facilities to the MSAs and 20 per cent to i 
the non-MSAs, These are impressive: 
figures but they are not the figures that 
scare me. 

Let me in this context recall the fantas¬ 
tic effort already made by the oil produc¬ 
ing countries. The figures given by the 
OECD at the end of Nevermber, 1974 
showed commitments by OPEC countries 
to developing countries are of the order 
of 10 billion dollars with actual disburse¬ 
ments reaching already 2.6 billion dollars. 
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This means that in the first year when the 
oil producing countries have received very 
substantial additional flow’s of money, 
their official development assistance has 
passed the European figure plus the Ameri¬ 
can figure in commitments and has almost 
reached in disbursements the lower of the 
two which is the American figure. This is 
not sufficient but the hope is very great as 
we know of the further intentions of the 
oil producing countries. Every possible 
effort should be made to increase such 
flows and I welcome, therefore, the deci¬ 
sion taken recently by the International 
Monetary Fund, with a view to borrow¬ 
ing on the oil producing financial mar¬ 
kets for the purpose of extending to 
developing countries with a rebate in 
the rate of interest for the most seriously 
affected countries. I also welcome Mr 
McNamara's approach in his speeches. 
Every industrialised country should 
contribute to that effort through deci¬ 
sions taken at world level and also 
through its direct action in a number of 
developing countries. 

appropriate answer 

Oil producing countries are anxious not 
only to give money for development but 
also to invest money in profitable indus¬ 
trial, agricultural or other economic ven¬ 
tures. In many cases, the famous triangu¬ 
lation between facilities in the developing 
countries — peace, raw materials 
and commodities, ambitions to develop, 
the capital flowing from oil producing 
countries and the complement that we 
can and should bring in the form of 
additional markets, technology, know¬ 
how—is the appropriate answer. 
This conjunction can be extremely profit, 
able and can result in very important ven¬ 
tures which will ultimately help in orga¬ 
nising this much needed larger financial 
flow. 

Let me turn to another important point 
Which is the world food situation. I con¬ 
sider that in such a period the increase in 
the food aid programme is a must. I 
consider that the figure given as an objec¬ 
tive by the FAO of 10 million tonnes of 
grains to be supplied as food aid, is the 
Bible. The Community is ready to play 
its part in building up a food aid pro¬ 
gramme and stocks. But I believe that 
where the European Community has a 
major role to play is food supplies. The 
crops which the world is short of can in 
many cases be developed in all parts of 
the world and through a common agricul¬ 
tural policy. We have a system of plann¬ 
ing for agricultural production which 
is unique in the world. We can and 


we. should include among our targets 
to be covered by the planning of the 
common agricultural policy the pro¬ 
duction of those additional quantities of 
food wh*ch are badly needed. Of course, 
this should not be done in isolation; this 
should be done in close conjunction with 
the assessments made by the FAO or by 
the new World Food Council in order that 
our additional production should take 
its place within world food requirements. 
This should not, however, mean competi¬ 
tion with new or additional productions 
at home which remains, of course, the first 
objective. 

The second field where new rules of the 
game have to be established is the field of 
raw materials and commodities. The 
UN Extraordinary Session in the Springof 
1974 has given the facts of the matter. 
We can agree here that a situation in which 
wheat price can be multiplied by two 
or three in a space of 18 months, sugar 
price can go up from one to six in Jess 
than one year, raw material prices can be 
multiplied by two or three or four in a 
maticr of less than one year, such a situa¬ 
tion is unbearable. At least it is unbear¬ 
able foi those countries which have to im¬ 
port such essential goods or for countries 
that dpend on the export of such goods 
for their revenue, for their economic life. 
Which are those countries? Well, they 
are the developing countries, but they 
are also all those industrialised countries 
that have a confined space. There is a 
great geo-political difference between the 
countries in Europe or Japan so heavily 
dependent on imports and the countries 
with large economic spaces such as the 
USSR or the USA. Therefore, our 
economic external relations are a part 
of our life. 

common interest 

We have to find a way to consolidate our 
external relations in terms of economics. 
We cannot afford the kind of risks which 
can be taken easily by those countries 
which are not importers of raw materials 
and commodities. In other words, in the 
field of raw materials and commodities, 
our interests are, in many cases, much 
closer to the interests of the developing 
countries than to the interests of those 
industrialised countries with large econo¬ 
mic space. This is a new aspect of 
life which should be given due considera¬ 
tion. The final result should be world 
commodity agreements which would be 
different from one commodity to another. 
Such agreements should result in a cer¬ 
tain degree of guarantee of sale of those 
products, a certain degree of guarantee of 
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prices with a certain degree of reference to 
the prices of the other products, be they 
manufactured goods or other. This will 
indeed take a very long time to establish. 
In my opinion, we have gone through a 
ten-year period which was a period of in¬ 
dependence of a number of colonial coun¬ 
tries. We are entering a ten-year period 
which will be a period of raw materials 
and commodities, of organisation of 
world markets. It will be a slow progress 
as the interest of all are not identical — 
still progress should be made when and 
where it is feasible. 


three approaches 

In that respect I would like to reall 
three approaches now made by the Com¬ 
munity and which fit well with this sugges¬ 
tion that we should try and progress wnen 
it is possible. In our present negotiations 
with the 45 so-called ACP countries, the 
all of Black Africa plus a few countries in 
the Caribbean and the Pacific, we have 
proposed to guarantee the nominal return 
of their exports, product-wise. In other 
words, should Ghana in 1978 get less 
for its cocoa sales to Europe than the aver¬ 
age of the three previous years, we under¬ 
take to pay the difference. It is a right to 
compensation for the difference and it is 
as important, I consider, as it is to have 
unemployment allowances for our 
workers at home when they are unemp¬ 
loyed. We guarantee to the producers 
who sell to our markets that, if there is 
a natural catastrophe or if prices fall in 
the world market, they will have a mini¬ 
mum return, i.e., the return they got on 
an average during the three preceding 
years. It is the right to compensation 
which is the important part of the story. 

The second approach goes further and 
introduces a kind of sliding scale. 
On sugar we want to enter into a system 
with the ACP sugar producers according 
to which, as was the case under the Com¬ 
monwealth Sugar Agreement, we guaran¬ 
tee to buy a certain quantity against a 
guarantee of supply but this is additional 
to the previous Commonwealth Sugar 
Agreement — we also guarantee a mini¬ 
mum price which is the same price as we 
pay to our own producers. The countries 
concerned may still take advantage of 
the market ana get a higher price but in 
any case the prices paid to them Will not 
fall below the price that we pay to the 
producers and as it is the price that we 
pay to our producers it indexed with the 
cost of production. We know very well 
that we, do, ip fact, guarantee the pro¬ 
ducers against increase in the cost of 
production. Otherwise, they would stop 
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producing sugar beet. We extend the 
same guarantee to the ACP countries. 

Thirdly—this aspect has not yet been 
mentioned in public—and subsequent to 
the suggestion made by partners in the 
developing world, the Community has 
stated that it is ready to consider long¬ 
term agreements for the supply of some 
of the agricultural products which we 
produce. With the guarantee of supply 
and system of pricing that would be pre¬ 
determined, it would enable them to plan 
knowing exactly how much they will 
have to pay for their own purchases of 
agricultural product. For a number of 
ountries which cannot grow grains for 
instance, due to climatic conditions, this 
is very important. The country with 
which we are negotiating this, first and 
foremost, imports that commodity for 
500 million dollars per annum and has 
a population of 10 to 15 million 
inhabitants. You can see the importance 
for them if they knew that for that 
part of their imports they have a 
pre-determined price evolution in direct 
relation with prices elsewhere. 

All of us have to join forces to come 
to a better deal on raw materials 
and commodities, this is in my view 
one of the most important aspects of 
this new economic order. Meanwhile 
the most crucial issue will be, as 
Ambassador Lall puts it, that wc find 
the means in order that the import capa¬ 
cities of countries should not be impaired, 
and for some of them, in order that their 
imp >rt capacity should be increased 
through the development of their expert 
returns. 

access to markets 

For the industrialised countries 
that have very big markets, it amounts 
to give an access as free as possible 
to our markets. There it has been the 
consistent EEC policy to enter into a so- 
called Omeral System of Pieferences 
w\ieh Was started a few years ago. Our 
G3? now covers very subitantial figures: 
the maximum that could bi introduced 
duty-free in the Common Mirkn almost 
reaches now three billion dollars pjr an¬ 
num. It is an indueemmt to industriali- 
sa.ion as it bears mostly on industrialised 
and processed p r oducts. We want to 
make it a pjrraanent system although it 
was adopted on a temporary basis. Much 
will depend, of course, on what the other 
industrial countries will do. But I am al¬ 
ready pleased th'U the Trade Act recently 
passed in Washington has at long last de¬ 
cided on the General System of Prefere nces 
with regard to the American market. We 


want to make the GSP a permanent system 
and this is a part of the assistance that we 
can give in this new order. In some cases, 
however, our ambition is greater and we 
feel that wc should not only give free 
access but guaranteed access in a certain 
manner. 

Then wc come to the idea that there will 
be, probably on a regional basis, fields 
where economics can be better integrated 
or made more inter-dependent than they 
are now. We have to sec how we can en¬ 
courage our operators, industrialists, 
bankers, traders and brokers to enter into 
joint ventures of a long duration with 
developing countries on which we depend 
forilie supply of some materials or capi¬ 
tal. Such joint ventures can be entered into 
through joint investment which between 
us is becoming a more effective proposi¬ 
tion now that there is oil producing count¬ 
ries’ money available for investments, pro¬ 
vided they are profitable. It can also take 
other forms that exist even with socialist 
countries where no foreign investment is 
allowed. This is the whole idea of long 
term contracting with certain industrial 
development taking place in developing 
countries for the sake of our market or at 
least partly for the sake of our market, 
the sales of the correponding production 
being guaranteed under long-term con¬ 
tracts. 

role of companies 

In all these fields you realise that the 
operators, the companies, will be the 
leaders and not the governments or the 
public authorities. National or private 
companies will decide on the fields where 
such joint ventures can be entered into 
because it makes economic sense in 
guaranteeing supply, in establishing 
that inter-depmdence. Consequently, 
we will have to work more closely than 
in the past with our companies, our 
bankers, the economists who know about 
business, the financial Writers. All this, 
of course, should be accompanied by an 
access to the technology developed by 
the industrialised countries, such a cell 
being the result of various preliminary 
acri>ns. Of course, there are classical 
means of technical cooperation such as 
training, scholarship, technical assistance 
etc. which are not being ignored and are 
of particular significance in the field of 
agriculture. 

But, in the field of industry, I want to 
draw your attention to the fact that the 
technology which is required for the de¬ 
velop aunt which you have in mind* for 
the develop mint which is coining so fast 
now in some oil producing countries and 
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in some of the neighbouring countries, 
that kind of technology is not the tech¬ 
nology which is taught in the universi¬ 
ties or which is available to governments. 

It is know-how, it is experience, it is 
management, capabilities and this kind 
of technology will not result from formal 
agreements between governments or 
agreements with the Community; it will 
result from direct investments by donors 
and others in ventures in which they have 
themselves a direct slake. 

After we have considered these various 
means of action, I believe it is the con¬ 
junction of these means which, can be 
found to be a satisfactory solution. Every 
one of them has been known for years 
and it is by combining them that we can 
hopefully make progress 

policy of partnership 

The idea that there should be conjunc¬ 
tion of the means is not new to a country 
which belongs to the Commonwealth. 
But it is new to many other countries. In 
particular, when you are in the United 
States, there is always the tendency to 
consider that assistance to development is ' 
only of a financial nature. This is not our 
belief and this is why the Community has 
a preference for the so-called association, 
a policy of partnership. Through contrac¬ 
tual agreements we can enter into a com¬ 
prehensive system of aid to develop¬ 
ment, combining (as we shall do with the ! 
45 countries, or with the countries of the 
S >uth Mediterranean) financial assistance, 
possibly food supplies, technical assist 
tance, trade promotion, access to the 
market, guarantee of export returns and 
institutional facilities thus enabling our 
partners to enter into contact with our 
public opinion, with our parliamenta- j 
rians, our trade unions, our press. ; 

It is important to remember here that ! 
industrialised countries cannot have a | 
development aid policy which would be | 
split from the other policies. It is true j 
when they decide to open a line of credit ! 
or financial facilities, that what they give j 
is not available at home but it I 
is just as true in many other fields. If we : 
decide to give free access to our markets, j 
it means their production entering 
into direct competition with our own 
production. In the agricultural field we 
see that every day in Europe and in our 
negotiations with ACP or Mediterranean 
countries the main difficulty has been that 
duty-free entry into the Common Market 
means direct competition with our far¬ 
mers. There will come a day when 
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we have a better division of labour, as 
I feel should be the case. 

So, there is a direct conjuction to make 
between our internal policies and our 
development aid policies. In other words 
development aid policies should be at the 
very centre of thinking of governments, it 
should be a subject for discussion, beyond 
governments, between all the political 
forces in a country. There will be 
no real development aid policy, if this is 
limited to-the opening of credits. If we 
Want to go further, trade unions, Parlia¬ 
ments, the press and the people should 
be involved. All this requires a lot of 
imagination. 

In the olden da>s one would find a 
thinker sitting on a banch or a stone. To¬ 
day thinkers cannot sit any more they 
have to run around to gather information, 
to listen to others. Today problems of 
development have to be reinvented by 
you, whereas in the past, there has been 
an effort, often very sincere to try and pass 
do you the lessons that we have learnt our- 
aelves. 

imagination required 


should be that way. First, no industrialised 
country can be indifferent to what is 
happening now. Men are dying, this is a 
problem fbr all of us. There can be no 
peace in the world if there are tensions and 
injustice bearing on millions of people. 
We have a responsibility in the creation 
of the order that prevailed so far. We 
built it for our own sake. We were often 
responsible for your economic develop¬ 
ment for lens of years, if not centuries. We 
thus have a direct responsibility. But it 
is not only on moral ground that we can¬ 
not be indifferent; the whole economic 
balance depends on the resolution of this 
crisis. We need your markets. There is 
money floating around the world in search 
for investment possibilities. The develop¬ 
ment is a must for you, and it is also a 
must for the economic order. 

But, more precisely for Europe, as I told 
you earlier, countries with unlimited sup¬ 
plies must compensate those small slates 
by a consolidation of a number of their 
economic external relations. It is for us a 
‘must*. We have to compensate the small 


size of the markets of our own 
states. I think the time is better now 
than ever before for this endeavour. 
As I have said, our industrrilists 
were very much afraid when they 
felt they could be strangled. They 
are more decided now to look 
outside. They are anxious to enter into 
the new markets, because they want to 
sell more and the new markets are in the 
developing countries. They are anxious 
to have access to the new financial 
resources which exist mostly in the oil 
producing countries, and all this is in the 
interest of our bankers, industrialists. 

It is a grand design, it is a vision of co¬ 
operation, not of confrontation. Here 
I should say that Europe needs 
cooperation. The risk for Europe is too 
big if there is confrontation. So it is my 
hope that we shall play a central role. 
But, again, much will depend on how We 
can cooperate with you in setting out 
what should be done to turn the present 
crisis into a motive, into a force for 
progress. 


Everything has to be reinvented when 
you think of the many mistakes that have 
been made with development having no 
roots in the culture, in the society of the 
countries that we were pretending to help. 
You have a right to develop, .but also a 
right to remain yourself. So, imagination 
is badly needed, and this will be one of 
the challenges of tomorrow. 

As you see, my whole reasoning is 
definitely for the new order. But, I am af¬ 
raid, I have to say that I have not put my- 
aelf in the perspective of the club of Rome. 
Another meeting would be needed, if you 
were to consider what would happen in a 
world that would run short of everything, 
that could be suffocated by the excess of 
population. Still, I think this is not the 
problem of today, not the problem of 
tomorrow. I respect the thinkers of the 
club of Rome for their long-term consi¬ 
derations which must be kept in mind. 
But today and tomorrow the problems are 
different, there is still enough for us 
to progress, and I am convinced 
mankind has a kind of genius that will 
make it possible that there will be enough 
still for many years to come. When 
your chairman wrote to me in October he 
said: 

“We believe the EEC has a central role 
to play in giving lead to new perspec¬ 
tives of international cooperation, both 
political and economic.” 

I think he is right; at least I think it 
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Pol itics Condition Trade 

The sudden upsurge in east-west trade 
in the early 1970s, after two decades of 
stagnation, revived in the west the old 
hope, dating back to the days of the 
common struggle against the Axis powers 
in World War-U, that increased economic 
interdependence between the capitalist 
and communist systems may result in the 
gradual dismantling of military and politi¬ 
cal rivalries between them. Some people 
even see east-west trade as a means of 
inducing political change in the USSR 
towards greater liberalism at home and 
greater tolerance for the aspirations of 
the people of eastern Europe, who have 
been under Soviet rule since 1945. 

How realistic is the hope that western 
aided modernisation will make the USSR 


where the traditional markets and part¬ 
ners of the most developed cast Furopean 
countries were, as a threat to the political 
and economic hegemony that he was 
establishing. When Czechoslovakia's 
government, under a Communist prime 
minister, announced that it was interested 
in the US offer to join in what was later 
to become the Marshall Plan for the 
recovery of Europe in 1947, Stalin for¬ 
bade it to do so. From then on, the 
limits of east European countries' econo¬ 
mic sovereignty became steadily narro¬ 
wer. 

Apart from purely political reasons 
for wanting to strengthen its control over 
eastern Europe. Russia had clear econo¬ 
mic objectives there. In Soviet eyes, 
eastern Europe, especially the more 
developed countries such as Czechoslo¬ 
vakia, Hungary and East Germany, were 
important sources of raw materials and 
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more liberal at home and more ready for 
compromises on the international scene? 

( 

How strong are the forces in the Soviet 
bloc on whom these hopes are pinned? 

Russia's postwar policies in eastern 
Europe provide dues, none oi them 
especially encouraging. 

Under Stalin, the USSR opposed the 
western powers’ postwar efforts to 
liberalise international trade and to pro¬ 
mote multilateralism in cast-west rela¬ 
tions. Stalin sought to consolidate Soviet 
control over the newly acquired empire 
in eastern Europe. Stalin looked upon an 
economic opening towards the west, 


machines for its own postwar recovery 
and the second phase of its industrialisa¬ 
tion which began as soon as the recovery 
had been computed. From further enemy 
countries (East Germany, Hungary, Ru¬ 
mania, and Bulgaria) Russia is estimated 
to have taken some *15—20,000 million 
in reparations, dismantling and occupa¬ 
tion costs. Former allied countries 
(Czechoslovakia, Poland, Yugoslavia), 
too, made their contribution by delivery 
prices well below world market 
prices. 

In contrast, the much maligned US 
‘‘imperialism" put up an estimated 
$19,000 million into western Europe's 
economies—and this quite apart from 


what was provided as part of UNRRA 
and other i diet* programmes. 

In addition, Russia’s new “socialist 
commonwealth'* became a vast workshop 
for Russian orders for machines, equip¬ 
ment and consumer goods. Moscow 
expected all eastern European countries 
to embark on Soviet-style industrialisation 
emphasising heavy industry. This was 
followed later by the collectivisation of 
agriculture everywhere, except in Poland 
and also Yugoslavia, which had embarked 
on its own version of collectivisation 
upon leaving the Soviet bloc in 1949. 
but abandoned it in 1953. This enforced 
industrialisation raised fewer problems in 
the largely agrarian countries of south¬ 
eastern Europe, such as Rumania and 
Bulgaria and even Hungary, even though 
Hungary had considerable industry in a 
predominantly agrarian economy. But 
collectivisation was a vast and costly 
upheaval for an industrialised country : 
such as Czechoslovakia, for example, 
whose real strength was in light industry. 

trade reorientation ' 

As soon as the process of the com¬ 
munist take-over of power was completed \ 
in 1948, the USSR compelled Czechoslo- 1 
vakia to drop its trading partners in the 
west and to reorientate its trade to¬ 
wards the Soviet bloc. From that time , 
on, Czechoslovakia was obliged to be- , 
come the main supplier of electric and ‘ 
diesel locomotives, presses, forges, rolling 
mills, diesel generators, river boats and 
chemical equipment for the USSR. By : 
1964,40 per cent of Czechoslovak exports ■ 
went to the USSR and only 15 per cent ! 
to non-communist countries. Poland, too 
was forced into an about turn: before the j 
war, the USA was its main trading part- J 
ner and th.c USSR accounted for only i 
one per cent of Poland's foreign trade. j 

In a wav, life for east European ex¬ 
ports became easy; the Soviet market 
took everything, but the easier that it 
became to sell there, the more difficult 
was it to sell in discriminating and de¬ 
manding western markets. Foreign trade 
was only one example of how, tied to 
to the Soviet Union, with its lagging 
technology, east European economies 
dropped even further behind western 
Europe. The more developed east 
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European countries, such as*. Czechoslo¬ 
vakia (and others too to a certain 
extent), resented being asked to pass on 
what they had in the way of a techno¬ 
logical lead over the Soviet Union and 
the less developed cast Europeans, be¬ 
cause at the same lime they remained cut 
off from the sources of really advanced 
technology in the west. 

II 

Shift of Priorities after Stalin 

Stalin's death gave the east European 
leaders a chance to shift their economic 
priorities, i.c. to revive their trade with 
the west and to put less emphasis on 
heavy industry in their domestic deve¬ 
lopment plans. Trade with the west 
began to rise and some attention was 
given io agriculture and the light food 
industries. But the rapid recovery of 
the Soviet economy in the first few 
years of Khruschev's rule and its ability 
to increase deliveries to eastern Europe, 
including industrial materials, encouraged 
the east Europeans to resume their 
expansion of heavy industiy. The output 
of the heavy manufacturing industries 
especially machinery and equipment, was 
expanded in order to use and pay for 
these additional Soviet deliveries This 
in turn created new opportunities for 
investment. Fast economic growth to 
the limit of each country’s economic 
resources remained official policy until 
the early 1960s. 

The leading Czechoslovak reformer 
Professor Ota Sik, has given a vivid 
description of this “production for pro¬ 
duction’s sake” policy, which later 
caused serious upheavals and forced a 
change of course. In one of his television 
lectures shortly before the Soviet inva¬ 
sion in the summer of 1958, he said: 
'•Our main investments were in the 
sphere of mining, steel works, heavy 
industry and the like. It is understandable 
that other countries must also invest to 
a certain degree in these branches of 
industry. But we gave them top priority. 
For instance, in 1948 we invested in 
mining, in the utilisation of fuels, in 
electric power, and in metallurgy 35 
per cent of our total investment; in l%3, 
44.5 per cent; and in 1966, over 47 per 
cent. The expansion of this branch of 
industry was such that our economy 
could not carry it.. .In other words, the 
creation of heavy machinery production 
required more and more steel, therefore 
we had to build steel works, and the 
building of steel works required large 
construction works, which in turn re¬ 
quired again heavy machinery. And as 
the heavy machinery industry increased, 
it again required steel works, and so 
on,.In other words, they delivered to 


each other. According to the plan 
balance sheet, everything was in order. 
There was always a certain demand which 
was met from resources, but the end 
result for the population was minimal”. 
(Ota Sik , The Bureaucratic Economy , 
1 961). 

As a result of mounting difficulties 
and criticism from the population, all 
the east European regimes had to scale 
down their targets; Bulgaria and East 
Germany in 1961; Czechoslovakia in 
1963. and Hungary and Poland in 1963. 
This was followed by various economic 
reforms, beginning with the East Ger¬ 
man “new economic system of planning 
and management” in mid 1963. Criti¬ 
cism had focused on mistakes in econo¬ 
mic policy and the inefficiencies of 
bureaucratic control. The reforms sought 
to correct these weaknesses by giving the 
planners the training and tools needed 
to support economic policy, by gradually 
[landing over economic decisions to 
industrial managers and replacing the 
sanctions of plan fulfilment by those of 
the market. 

limited objectives 

Party leaders accepted these reforms 
with serious reservations and in some 
countries, such as East Germany, en¬ 
sured that they remained limited so as 
to prevent them from spilling over into 
the country’s political fife. But in other 
countries this process proved more diffi¬ 
cult to control. The leaders’ limited 
objectives were transformed by those who 
were told to execute them into something 
far more comprehensive and challenging. 
The intellectuals who were given the 
job in Czechoslovakia grasped that, to 
achieve a substantial improvement in 
the country’s economic performance, the 
whole system would have to be changed. 
It is not a coincidence that this was 
realised with such clarity in Czechoslo¬ 
vakia, which before the war had a strong 
parliamentary system based on a pros¬ 
perous capitalist economy. As Sik and 
other reform leaders in Czechoslovakia 
later admitted, the search for a belter- 
balanced “new socialist model” for 
Czechoslovakia half way between capita¬ 
lism and administrative socialism con¬ 
tained in itself a strong element of 
political pluralism”. And so political 
liberalisation in the eyes of the Czecho¬ 
slovak intelligentsia soon became an 
aim almost as important as the original 
aim of getting the country out of the 
economic trough into which years 
of Stalinist mismanagement had driven 
it. Moscow was of* course also 
alarmed that expanded relations with 
the west were one of the basic features 
of the reform programme aimed at 


revitalising the Czechoslovak economy 
during the Prague spring in 1968; Neither 
this nor political reforms were what the 
Soviet leaders had originally and reluc¬ 
tantly agreed to as a limited rescue 
operation for the ailing east European 
economies So they set about to reverse * 
the process. 

Even before the soviet invasion in 
August 1968, had put an end to the 
Czechoslovak experiment, reforms had 
lost their momentum in East Germany, 
Poland Bulgaria and even Russia itself 
(Rumania had by then embarked on its 
lonely nationalist challenge to Moscow 
with little or no thought of domestic 
liberalisation). Only Hungary was 
continuing its own cautious but well 
thought out reforms, launched in January 
1968, only a few months before the 
Czechoslovak crisis. But even after the 
invasion of Czechoslovakia, Hungary’s 
unwavering loyalty to Moscow in foreign 
policy, as well as the memory of the 1956 
uprising, ensured that it was allowed to 
get on with its economic reform pro¬ 
gramme. Like that in Czechoslovakia, 
this involved a substantial degree of de¬ 
centralisation of economic decision- 
making and of liberalisation of foreign 
trade. All this was done in strict 
isolation from the political framework, 
which remained intact. But despite its 
undoubted economic successes, the 
Hungarian reform too has now lost 
much of its original momentum. Much 
more ominously, several protagonists of 
the new economic course were demoted 
in February 1974, and were replaced 
by more orthodox party men in the 
Hungarian politburo. The primacy of 
of politics over economics is now 
restored. 

fruits of the reform 

This has not happened solely or even 
primarily on orders from Moscow. 
Hungary's own critics of the new econo¬ 
mic system have played a big role in its 
virtual immobilisation. These critics 
have been helped by the disappointment 
felt by many workers in Hungary with 
the fruits of the reforms, in Czechoslo¬ 
vakia, there had been too little time to 
put the feelings of the workers and the 
population at large to the test. But even 
in the short period between January, and 
August, 1968, there were already signs of 
working-class doubts about some of the 
measures put forward in answer to 
Czechoslovakia’s lagging industrial per¬ 
formance. This was particularly true 
of plans to introduce bigger differentials 
as an incentive for skilled workers and 
technical staff. 

In Hungary, the gains made by the 
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professional people, the managers, and 
the higheri'paid workers since 1968 have 
provoked resentment, which has delighted 
the more orthodox hardliners, who had 
been sceptical about the reforms on other 
grounds, Moscow has welcomed the 
appearance of these new allies within 
eastern European countries as a brake 
on undesirable reforms. Russia's own 
extremely limited reforms started in 
1966-67 are now proceeding even more 
slowly and cautiously. 

Ill 

Technocrats Defeated 

In terms of classes and groups that 
influence policy, it could be argued that 
a combination of external and internal 
circumstances has led to a big defeat 
for the pro-western managerial techno¬ 
crats, who have been supplanted not 
necessarily by old-style Stalinists but by 
extremely cautious pragmatists and op¬ 
portunists afraid of undue risks. Of 
necessity, some further experimentation 
certainly goes on (in Poland for example) 
but within a still more limited framework. 
Those rcspomblc for economic policy, 
must now act with an eye not only on 
Moscow and their more conservative 
brethern in eastern Europe, but also on 
critical domestic opinion at home, com¬ 
posed partly of resentful workers and 
partly of the much smaller but neverthe¬ 
less influential coalition of conservatives 
and younger idealists in the party appara 
tus and outside in the universities, who 
instinctively suspect anything that 
smacks of capitalism, profits, etc. 

To limit the impact of any changes 
in the economy is one thing; to ensure 
that the economy goes on developing at 
a satisfactory rate of growth is another. 

The economy’s ability to deliver the 
promised higher standards of living to the 
masses--an enormously important ob¬ 
jective for the whole Soviet bloc since 
the Polish riots in December, 1970—is 
kept in mind by the leaders. Russia's 
own rate of growth has slowed down 
alarmingly in the past few years, and the 
same has happened elsewhere in the bloc 
with the exception of Poland and Ru¬ 
mania. Having rejected the idea of big 
reforms as a way out, Soviet leaders hope 
that increased economic contacts with 
the west as a means of obtaining the 
necessary know-how and modern techno¬ 
logy will serve as well if not better. 

In this context, these economic re¬ 
lations with the west are crucial. It is 
not so much a matter of vast direct in¬ 
vestments by the west, which would be 
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difficult to integrate with the Soviet 
system without disrupting it and causing 
political instability. It is much more a 
question of obtaining western aid for 
a limited number of really crucial pro¬ 
jects, in high technology especially, plus 
the credits to finance them. Later on, 
having made a start on the opening of 
vast resources in Siberia, Moscow calcu¬ 
lates that the USSR may be able to 
do without western aid. The 
persistence with which the Soviet 
leaders have been pushing their ideas 
and plans in the west, especially in the 
USA, West Germany and Japan—the 
three industrial countries in which 
Russia is most interested—shows what 
importance they attach to western 
capital and technology. But as the ex¬ 
perience with the Fiat car project in 
Togliatti since 1965 has shown, the 
Soviet government is not prepared to 
open its country to anyone any more 
than the strict minimum necessary. The 
Soviets do not want prolonged foreign 
presence in the USSR. 

cautious approach 

Moscow is enforcing the same caution 
on its east European partners. The 
extreme caution with which they have all 
tackled so-called joint ventures with 
western companies is an example. Apart 
from Yugoslavia, which has not been 
subject to Soviet discipline, and Rumania 
which has since 1964 carved out a more 
independent position within the bloc, 
other east European countries have not 
been ready to allow foreign firms on their 
soil. There have for years been plenty of 
joint ventures in third countries, as well 
as straightforward production-sharing,i.c, 
prodclion in, say, Hungary or Poland, 
for assembly elsewhere or vice versa, but 
that has been all. Only in July of 1974 
did Hungary set up two such joint ven¬ 
tures on its own soil—^one with the Swedish 
car firm Volvo, the other with the West 
German Siemens. Poland is considering a 
step in this direction, but Czechoslovakia 
(mindful of what happened in 1968) is 
planning no thing like that yet. 

Moscow is anxious to help its east 
European partners to reduce their huge 
deficits on trade with the west by 
increasing their exports to those countries. 
These deficits have, of course, grown as a 
result both oft he inflation in the west 
and specific problems, such as the oil 
crisis. But here the east Europeans face 
the same problem that they first enoun- 
tered in the 1950s. Years of easy exports 
to the Soviet market have reduced their 
fitness to compete with western manu¬ 
facturers. The cast Europeans want to 
find other ways of tyin^ western firms to 
themselves and obliging them to push 
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their joint interests on western and othe 
markets. Thrs is probably the background 
to the decision to try out joint ventures 
after all. But the clear Soviet proviso is 
that their shall be no repetition of what 
happened in Czechoslovakia in 1968. In 
other words, the west is expected to 
deliver its goods, but not to reap any 
political advantages from them. The Soviet 
Union seeks to reconcile three aims: (1) 
the maintenance of a reasonable rate of 
economic growth, (2) the preservation of 
a large measure of control over eastern 
Europe's economic contacts with the west 
and (3) the restriction to a minimum of 
outside influence on existing economic 
institutions. An cast German commentator 
put it extremely dearly last year: 

‘•There can not and will not be any free 
movement for the capitalist way of 
making money : no peaceful mixture of a 
bit of capitalism and a bit of socialism. 
We do not cook an ideological or eco¬ 
nomic stew with capitalism. Peaceful co¬ 
existence means sensible cooperation with 
a simultaneous and unmistakable delimi¬ 
tation of political and economic Systems, 
This also calls for never slackening vigi¬ 
lance vis a vis imperialism”. (H. Grothe, 
East Berlin Television, February 8 1973). 

vita! interests 

Of course it could be argued that this ' 
is just the voice of East Germany, still the 
most conservative and embifttled of east 
European governments (which incidentally 
manages to keep its own technological 
short-cut in the from of intra-German 
trade with direct access to the Common ! 
Market!). Some of the others, except 
Russia itself, are probably vitally interested 
in these contacts and strongly tempted to 
risk something in the interests of obtain- 
ing the great benefits that such coopera- . 
lion undoubtedly gives those communist 
countries who embark on it. But the pre¬ 
sent prolonged ideological and political 
campaign in eastern Europe is designed 
precisely to guard against the temptation ) 
of even brief flirtations with the west, ; 
while yet obtaining western goods. It is * 
designed to ensure that no undue cx- f 
pectations are aroused by the increasing ] 
economic contacts with the west, and ) 
that once these contacts take place, they ) 
do not develop beyond the strictly defined 
limits laid down by Moscow. 

Sources and acknowledgements: The 
foregoing summarises, by special arrange¬ 
ments, a report in the latest issue of 
European Trends , published quarterly, to 
subscribers only by the Economist In 
telligence Unit, but the EIU is responsible 
neither for the emphasis of my summary 
nor for my interspersed comments based 
on a variety of sources. 
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a united front 


Towards 

WiTff an agreement in Washington over 
methods of recycling the billions of 
dollars earned by oil-producers, a dis¬ 
tinctly protectionist State of the Union 
message from President Ford and bank 
purchase of majority holdings in major 
industries in West Germany the oil¬ 
consuming west have sought to arm 
themselves after mutual squabbles for 
nearly 18 months against the effects of 
higher energy prices. 

They arc not measures taken by an as¬ 
sured industrial world; they are protec¬ 
tive moves taken by very alarmed states 
who realise I heir arguments between the 
Common Market and the USA and bet¬ 
ween the USA and France have used up 
precious time during which all of them 
have moved fast towards runaway infla¬ 
tion* shakier currencies and dangerous¬ 
ly rising unemployment. The intensive 
last-minute efforts by Washington to 
avert a clash between the USA and the 
Common Market before the monetary 
conference opened was a sign of the 
intense disunity over methods of bring¬ 
ing the middle-east's dollars into ration¬ 
al investment and industrial use and the 
determination of both west Europe and 
the USA not to be left holding the baby 
of major responsibility for helping the 
weaker oil-users if they ran into financial 
difficulties. Only with reluctant difficulty 
was a compromise, born of the know¬ 
ledge that failure to agree could be catas¬ 
trophic. between the Kissinger plan for a 
25,000 million dollar lending fund for 
major oil consuming nations and the 
European plans for a petrodollar re¬ 
cycling facility within the International 
Monetary Fund, achieved. 

deeper understanding 

A major outcome of the several quick 
secret trips between Washington and 
Bonn, conducted by Dr Burns, chairman 
of the IJS Federal Reserve System who, 
fluent in German, enjoys far greater pres¬ 
tige in West Germany than any other 
American financial official, was a far 
closer moving together between the 
Americans and West Germans, backed 
by an assurance of extensive German 
Central Bank support of the dollar. The 
Americans see in still prosperous and a 
very determined West Germany a far 
better assurance of support in Europe 
than France moving towards negotia¬ 
tions between oil-producers and oil-users 
and than in a often disunited Common 
Market. 

Germany's pragmatic Chancellor 


Schmidt, despite his socialism, stands far 
closer to the basic American attitude that 
industry must pick up and continue to 
grow than any other European leader. 
The Americans are still the most aggres¬ 
sive towards the oil producers of any of the 
users but recent protective purchase 
of majority holdings in the German 
Krupps concern and the massive Good 
Hope mining and engineering combine to 
keep middle-east majority purchases at 
bay showed that the Germans, though 
intent on keeping the best relations with 
Arabs and Iranians, were equally de¬ 
termined to adopt a defensive attitude. 
The purchase is itself something of 
a gamble depending for success on the 
continuing profitability of the two great 
firms which, in turn, depends on the 
availability to them of sufficient indus¬ 
trial fuel. But, having seen some weaker 
holders of Daimler Benz blocks of shares 
sell with almost demonstrative secrecy 
to Arab investors, the Germen govern¬ 
ment and banks were not prepared to 
wait for legislative processes before they 
stepped in to forestall others from yield¬ 
ing to the lure of liquidity at the risk 
of permitting embarrassing foreign 
majority holdings in their prestige 
industries. 


fear of unemployment 

Self-protection is the keynote of 
contemporary west European policies. 
They are alarmed less about middle- 
cast money as an investment weapon 
than they are about their banking sys¬ 
tems and, above all about unemployment. 
With bitter memories of the ‘20s and 
‘30s and their outcome the European 
governments fear unemployment more 
linn anything else. Their fear may be 
misplaced, for circumstances in social 
security and political attitudes are far 
different from those of 50 years ago. The 
almost complete change of attitude by 
President Ford who now recommends 
tax reliefs and protective charges ins¬ 
tead of a policy of non-interfcrencc 
which lie announced on taking office is a 
case in point. The heavy lay-offs of fore¬ 
ign labour throughout west and central 
Europe and the adoption of short-time 
working to avoid discharges arc other 
signs that growing worklessness and a 
falling standard of living are alarming 
the governments. Rising* prices, work¬ 
lessness or short-time are the effects of 
the higher oil and enegy prices that are 
most obvious to the people who are 


voters and on whose content depends 
peaceful civil government. 

In the USA more than seven per cent 
of labour force is workless; German un¬ 
employment is probably now over the 
million mark; the French, rather luckier, 
have approaching 900,000 seeking jobs 
and in Italy lay-offs and short weeks 
have increased since the beginning of 
tiic autumn and there is no likelihood 
of improvement before the late spring. 
Everywhere in the Common Market 
tlie number of workers unemployed or 
short i ime has risen very sharply in 
recent weeks. Workers due to retire in 
the next few years arc being offered in* 
ccmivcsto cease working earlier; short 
working weeks and short time in rotation 
arc other devices used universally to 
disguise the real extent of west Europe's 
unemployment and to preserve content. 

rising bankruptcies 

Similarly, in west Europe and the 
USA the number of bankruptcies of 
persons and businesses doubled in the 
last year, industrial output is dropping 
and consumer-confidence is sagging. 
The general effect, with inflation averag¬ 
ing about 15 per cent is unsettling. 

Of them all, the French are probably 
the least anxious of the west Europeans. 
They arc holding their own viewpoint 
as to how best to bring energy problems 
into solution, insisting on their multi¬ 
lateral conference on energy among oil 
producers, oil consumers and industri¬ 
ally developing countries. President 
d ‘Estaing’s success in persuading the 
Americans agreeing to hold the meeting 
pleases the French and a preparatory 
conference is expected in Paris in March 
with the aim to hold a final conference 
late in the summer. 

Two of the “developing" states 
invited—India and Brazil-produce oil 
and oil discoveries in Brazil continue. The 
Algerians, invited as an oil producer, 
protesteJ rightly that it was a developing 
nation. The original plan for a “trila¬ 
teral" conference of producers, users and 
“developing” is being quietly dropped. 
The American-backed French initiative 
may become a major discussion of 
future production, supply and use of 
valuable raw materials generally and the 
French feel that they have given a lead to 
a longer-term solution of present pfo- 
blems than is provided by any construc¬ 
tions of monetary ingenuity. 
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With tht way the second In- 

tmfrtioaal Seminar of Economic Journalists, held 
recently in New Delhi, went, its sponsors and parti* 
cipant have every reason to be satisfied. Never* 
theless, there could be two opinions on some as¬ 
pects of it as, indeed, there could be more than one 
opinion on almost every thing on earth 
or, let me add, in heaven with or without a capital 
H. It is of course only too true that the presence 
and participation of men such as Mr Claude Chey- 
sson, commissioner for Development, European 
Economic Community, Mr Ahmed Kouross, deputy 
minister of Economic Affairs and Finance, govern¬ 
ment of Iran, and Dr K.B. Lall, our ambassador 
in Brussels, were of much interest and benefit to 
the deliberations. Nevertheless it seemed to many 
participants that some of the organizers of the 
seminar, particularly the ebullient Mr da Cost 
(president of the Forum of Financial Writers, 
New Delhi, under the auspices of which the semi¬ 
nar was held), had allowed themselves to be over¬ 
whelmed by their indebtedness to the visiting 
dignitaries for so generously giving of their 
time. 


Granted that oil is important and Iran even more 
important, since the Iranian government particularly 
has been making positive contributions to an under¬ 
standing or resolution of the problems of the oil 
price situation and its impact on the world econo¬ 
my, it would still be proper to say that both oil and 
Iran were allowed to pre-empt the proceedings of 
the seminar to an undue extent. It could be that 
this was partly because the young and brilliant Mr 
Kouross proved to be such an attractive and effec¬ 
tive performer on the platform — his marshalling 
of figures and arguments was indeed impressive. 
Again, granted that the forum and the two inter, 
national seminars sponsored by it owe a great deal 
to Dr K.B. Lall as its friend, philosopher and guide 
and that he is peculiarly qualified to speak with 
knowledge, authority and vision, or even to lay 
down the law on the issues which were on the agen¬ 
da this time, it could still be said that the seminar 
could have been used less obviously or obtru¬ 
sively for certain diplomatic objectives in which 
some of us may have or may be considered to 
have a special interest. 


One result of all this was that, quite early on the 
road, the seminar seemed to have lost track of its 
agenda. There were speeches and speeches but 
little, discussion, and even with regard to the 
speeches there were some queer happenings. For 
instance, a leading industrialist from south India 
was importuned to attend the seminar and parti¬ 
cipate in it. But, having persuaded him to do so, 
those concerned seemed to have promptly lost inte¬ 
rest in inviting him to the mike. I should perhaps 
ascribe this lapse simply to thoughtlessness 
and the general loss of control over the time-table 
by those who were guiding its proceedings. I may 
add also that the industrialist in question could not 
have cared less and that it is the Forum which 
is the loser in the sense that, when a difficult and 
complex enterprise has been organized with such 


dedication and enthusiasm by its active members, 
it isa pity that there should have been avoidable 
contretemps. 

Not since the second World 

War are battles being fought on so many 
fronts as is the case with Vaffaire Vcrghese — 
and I have a suspicion that more fronts may be 
opened before the last shot is fired and forgotten. 
Mr G.S. Bhargava of The Hindustan Times, who has 
taken it upon himself to shed light on the dispute, 
which its editor is having with its management, has 
written an article for the New Statesmen , London, 
the British part of the readership of which is 
evidently in need of some diversion which could 
take its mind off the I.R.A. Mr Bhargava or, per¬ 
haps, the subs at the New Statesmen have given 
this article the caption "The Birla letters” which, 
as Lewis Carroll might have said, is rather odd, for 
the one and also the only relevant statement which 
Mr Bhargava has made in this article is that, after 
asking, "What is in the famous Birla letters?”, he 
has given the answer that, "Frankly, I do not 
know” Lest anyone might suspect him of wanting 
in journalistic enterprise or resourcefulness, Mr 
Bhargava explains that his ignorance is "because 
Vcrghese has not even shown them (the letters) to 
his (Mr Verghese’s) wife.” I do not know whether 
the implication is that, had the wife been shown 
the letters by the husband, Mr Bhargava could 
somehow or other have managed to have a look at 
them. 


1 do not know either whether Mr Bhargava 
has a grievance that his editor has this unhelpful 
habit of being secretive within his family 
circle. It is however clear enough that he has 
a complaint against Mr (K. K.) Birla who, says 
Mr Bhargava, has been "cagey” about the 
contents of his letters. Although Mr Bhar- 
gava, as he claims, may not know what is 
in the Birla letters, he admits that Mr Birla 
has marked his letters to Mr Verghese as 
"private and confidential.” Having so marked 
his letters, was Mr Birla supposed to make copies 
of them and distribute them among all and sundry 
in which term may be included Mr Bhargava? In¬ 
cidentally, apart from having learnt that Mr Birla’s 
letters were marked 'private and confidencial,’ Mr 
Bhargava seems to have also acquired the addi¬ 
tional knowledge that “Mr Birla entered into a 
long and discursive correspondence.” The adjec¬ 
tives, obviously, are used in a pejorative sense 
and, since it takes two to carry on any corres¬ 
pondence, the fault could not have been entirely 
Mr Birla’s, if in this case the correspondence 
was "long and discursive.” 

Mr Bhargava may not know 

what is in the Birla letters, but this has not 
come in the way of his devoting about one 
half of his article to figuring out why Mr Birla 
should have thought it necessary to terminate Mr 
Verghese’s services. He says that, by "observing 
the development from The Hindustan Times 9 office 
and piecing together bits of circumstantial evi- 
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dance* ht has been able to make a number of 
"guesses* — ‘inspired’, perhaps. 1 should not 
grudge him any credit that may accrue to him far 
his ingenuity, but I have to point out that, so fltf 
as making guesses —« inspired or otherwise—goes, 
he has been outsmarted by the local correspon¬ 
dent of the Newsweek who had long ago drawn on 
his imagination even more ungrudgingly to divine 
what might have prompted Mr Bfrla to come to 
the conclusion that it was time for a change of 
editors at The Hindustan Times . Some of us may 
feel that fair comment has been the first casualty 
of V affaiie Verghese, for it is nothing short of an 
outrage that libelous or near-libelous charges are 
being made against the chairman of the board of 
directors of The Hindustan Times Limited by jour¬ 
nalists, both Indian and foreign, on what Is des¬ 
cribed as "bits of circumstantial evidence”, but 
which could very easily be no more than bazaar 
gossip. 


According to Mr Bhargava, Mr Birla wrote 
to Mr Verghese last August terminating his 
services as from the 28th of February this year. 
In other words, Mr Verghese has been given six 
months’ notice and no obstacle has been placed iu 
his way of functioning as the effective editor of the 
newspaper during this period. Yet Mr Bhargava 
describes this action as something done "abrupt¬ 
ly.” If Mr Bhargava has not chosen to be so 
selective in his use of "bits of circumstantial evi¬ 
dence”, it should not have been difficult for him 
to guess — especially as guessing seems to be 
a strong point with him — that some discussion 
had probably taken place between Mr Birla and 
Mr Verghese before the letter in question was writ¬ 
ten. Again, some goodwill gesture which all pro¬ 
gressive managements make to their employees who 
may be retiring or otherwise departing and which 
Mr Birla may have held out to Mr Verghese is 
interpreted by Mr Bhargava as an attempt at 
bribing Mr Verghese to quit quietly. Malice, it 
appears, is all. 


Finally, Mr Bhargav* has a 

dig at journalists who are not concerned 
about upholding journalistic rights and ethics 
since they look to the government for 
providing "cheap housing, automobiles from 
the official pool, free trips within the countiy 
and abroad, assignments from the government k> 
radio and television, and similar perquisites.” Am 
we to infer that Mr Bhargava has been imposing on 
himself a virtuous regimen of self-denial in these 
matters? If this were indeed the case, the house 
he has built for himself on concessional land in the 
journalists’ colony in New Delhi should have come 
into being in a fit of absent-mindedness. The New 
Statesman, in a footnote to the article, mentions 
that "Mr G.S Bhargava is an assistant editor of the 
Hindustan Times, New Delhi.” To this may be 
added the information that, when he was employed 
by The Hindustan limes in this capacity, which was 
after Mr Verghese had become editor, there was a 
move in the office to protest against this appoint¬ 
ment. 1 must add, however, that what I have said 
here is owed to hearsay which, I submit, may not 
be less reliable or reputable than the "bits of cir¬ 
cumstantial evidence” which have set Mr Bhar¬ 
gava off on his guessjpB game. April 1. will 
soon be around and while Mr Bhargava must be a 
strong candidate for the proverbial Fool’s regalia, 
the editor of the New Statesman should beno mean 
rival. When he extended the hospitality of that 
journal’s columns to Mr Bhatgava’s fulmination^ 
Mr Anthony Howard should have mourned tha 
people would have forgotten that he himself bate 
stepped into the shoes another and much bettdr 
man, the late Richard _____ 

Crossman who had 
to go (and who did so 
gracefully) because he 
had differences with 
the management. 
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An Eflitem Economist Feature 



Fruits of teamwork 

S. P. Chopra 


Our country sought econo¬ 
mic assistance from a number 
of friendly nations during the 
past two decades so as to 
quicken the pace of economic 
development. We were fully 
aware of our shortcomings, 
particularly in regard to the 
paucity of resources and 
technical knowhow. Happily, 
many countries held forth 
their hands of friendship and 
the USSR occupies a high 
rank among them. The num¬ 
ber of projects which have 
been completed or are being 
implemented through Soviet 
cooperation is equal to 80 
and they cover some of the 
vital sections of our economy. 
Also, the USSR is among the 
top four countries which have 
given generous assistance to 
our country, the other three 
being the USA, the UK and 
West Germany. 

Heavy Industry 

The bulk of the assistance 

S rovided by the USSR is in 
eavy industry. The Russian 
technicians who helped in the 
erection of the Rhilai and 
Bokaro steel plants deserve 
ourwholc-heartcd appreciation. 
What is noteworthy about 
these steel plants is that their 
performance as measured by 
the most rigorous tests has 


been of the highest order and 
has helped this country in 
saving foreign exchange worth 
millions of rupees. What 
is more, Indian technicians 
have received training in the 
manufacture of iron and steel 
not only while operating the 
above-mentioned two steel 
plants but also in some of 
the steel plants in the USSR. 

Pivotal position 

Petroleum has, during the 
last two years, occupied a 
pivotal position in the world 
economy specially after the 
sharp increase in oil prices 
by the oil-exporting countries 
of western Asia. The USSR 
has extended liberal assistance 
to our country in not only 
the prospecting of oil-fields 
but also in the setting up of 
refineries. Thanks to the 
training imparted by the USSR 
technicians to our workers, 
it is now possible for us to 
take over the management of 
all the refineries in our own 
hands and plan the erection 
of new ones. Even in the 
prospecting of oil in the off¬ 
shore areas, the USSR was 
the first to extend its helping 
hand. 

Besides heavy engineering 
and oil, the USSR has render¬ 


ed assistance in the erection 
of power plants, exploitation 
of coal resources, manufacture 
of coal-mining machinery, 
development of non-ferrous 
metals (such as copper, alu¬ 
minium and zinc), manufac¬ 
ture of life-saving medicines, 
production of medical instru¬ 
ments, fabrication of precision 
instruments, shipping and 
ship-building and even in the 
field of agriculture through 
model farms. Not only has 
the USSR provided this 
country with tractors when 
their manufacture had not 
been started but it has also 
helped in the improvement of 
many strains of plants. Our 
country is currently develop¬ 
ing sunflower with Soviet 
cooperation. It may be 
stated that sunflower has an 
oil content of 45 to 50 per cent 
as against 20 to 25 per cent in 
groundnut. 

Solid foundation 

The June 1971 agreement 
for scientific and technical 
cooperation in agriculture 
and animil husbandry laid 
down a solid foundation for 
cooperation in this field. The 
Indian Institute of Techno- 
l>gy, Bunbay, Geological 
Department of Ouxmia 
University and the Metal¬ 


lurgical Department at Indian 
Institute of Technology, 
Kharagpur, received liberal 
assistance from the Soviet 
Union. In the field of scienti¬ 
fic research, the USSR has 
provided valuable help in 
regard to computers, satellites 
and rocketry. 

Manifold Increase 

The trade between the 
two countries has multiplied 
manifold since 1953 when the I 
first trade agreement between 1 
India and the USSR was | 
signed. It has played a 
dynamic role in equipping our j 
exporting units with capabili- I 
ties to be able to export in a | 
competitive manner even to ** 
other countries. In 1953, the | 
trade turnover between the 5 
two countries was a little more f 
than a crore of rupees but in \ 
1973-74 it exceeded Rs 530 f 
crores. The protocol for 1975 f 
envisages trade turnover of | 
more than Rs 700 crores. | 
Besides the export of such tra- | 
ditional commodities as tea, 
coffee, deoiled cakes, cashew, 
spices, tobacco and taw jute 
our country has exported in 
recent years increasing quan¬ 
tities of cotton textiles, jute 
manufactures, handicrafts, 
readymade garments, linoleum, 
garage equipments, electronic \ 
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motors, batteries, power cables, 
wire ropes, dyes and tools, 
detergents, cosmetics and 
cigarettes. 

Over the past two decades 
the economic and trade rela¬ 
tions between India and the 


USSR have acquired a firm 
basis. At the same time, the 
Indo-Soviet Treaty of Peace, 
Friendship and Cooperation 
which was signed on August 
9,1971 gave a comprehensive 
legal framework of collabo¬ 


ration between the two 
countries. The Indo-Soviet 
Joint Commission for Econo¬ 
mic, Scientific and Technical 
Cooperation has provided the 
institutional framework within 
which extensive programmes 


of teamwork have been worked 
out. And the next decade 
promises further intensified co¬ 
operation between the two 
countries in the fields of agri¬ 
culture, industry, science and 
technology. 


Mutually beneficial economic ties 

V. A. Kuznetzov 

Counsellor for Economic Affaire, USSR Embassy in India 


The year 1975 is a remark¬ 
able year in the development 
of mutually beneficial econo¬ 
mic ties between India and 
the USSR, 

This year we are celebra¬ 
ting the 20th anniversary of 
the launching of Soviet-Indian 
economic cooperation which 
began with the signing, in 
February 1955, of an agree¬ 
ment on Soviet assistance to 
India in the construction of 
the first stage of the Bhilai 
Steel Plant. During the last 
two decades, this cooperation 
has greatly expanded. About 
80 industrial projects have 
been or are being constructed 
or designed in India. Out of 
these, more than 55 projects 
have already been commis¬ 
sioned. In a majority of 
cases, these represent large 
modern metallurgical, engi¬ 
neering, oil producing and 
refining enterprises, coal 
mines, power stations, agri¬ 
cultural farms, etc., which 
contribute considerably to 
the development of the econo¬ 
my of the country, especially 
the public sector. 

Variegated products 

At present the above- 
mentioned projects account 
for one-third of India’s out¬ 
put of steel, one-fifth of power 
generation, 60 per cent of 
crude production and 30 
per cent of oil products, more 
than 80 per cent metallurgi¬ 
cal equipment and a consi¬ 
derable part of power equip¬ 
ment; they also turn out 
large quantities of drugs 
including antibiotics. 

The year that has just en¬ 
ded was also marked with 
many significant events in the 

momma 


development of Indo-Soviet 
economic cooperation. The 
most important of them was 
the second meeting of the 
Inter-governmental Soviet 
Indian Commission on Eco¬ 
nomic, Scientific and Techni¬ 
cal Cooperation held in the 
middle of September in Mos¬ 
cow. Established two years 
ago, the Commission has al¬ 
ready become an effective 
instrument for arriving at 
quick decisions on current 
issues as well as determining 
the directions of, and drawing 
up the projects of, mutual 
cooperation. 

Joint commission 

In the course of the second 
meeting of the Joint Commis¬ 
sion which was held in a 
businesslike , atmosphere of 
mutual understanding, a 
number of highly important 
economic issues were discus¬ 
sed. The meeting chalked 
out a programme of further 
joint actions aimed at the 
implementation of the pro¬ 
visions of the important docu¬ 
ments signed during the visit 
of Leonid Brezhnev to India 
last year. This visit, follow¬ 
ing the signing of the Treaty 
of Peace, Friendship and 
Cooperation, has become 
another historic landmark in 
the development of Soviet 
Indian economic relations. 

The 15-year economic 
and trade cooperation agree¬ 
ment, signed at that time by 
Mrs Indira Gandhi and 
L. I. Brezhnev, as well as 
other documents, have given a 
fresh impetus to the develop¬ 
ment of economic cooperation 
between the two countries, 
which has now acquired a 


stable a long-term character 
and which will, as before, be 
concentrated in such key 
industries as ferrous metal¬ 
lurgy, power generation, oil 
production, agriculture and 
training of specialists. 

A review of the work done 
during the past year shows 
that, thanks to the efforts 
of both sides, good results 
have been achieved, and that 
the provisions of the docu¬ 
ments signed during L* I. 
Brezhnev’s visit are in the 
process of implementation. 
Under the conditions of the 
existing energy crisis, a great 
deal of attention is being 
devoted by the two countries 
to intensify Indo-Soviet colla¬ 
boration in oil and coal indus¬ 
tries. For this purpose, in 
December 1973 and in Jan¬ 
uary 1974, two teams of 
experienced Soviet experts 
headed by the minister of 
Coal Industry of the USSR, 
Boris Bratchenko, and the 
minister of Oil Industry of 
the USSR, V. D. Shashin, 
visited India. 

New measures 

As a result of the joint 
work of Indian and Soviet 
experts, new concrete measu¬ 
res were worked out to intensi¬ 
fy geological prospecting and 
drilling for oil and gas, and 
to provide the most modern 
equipment to the Oil and 
Natural Gas Commission 
(ONGC). The progress made 
in the implementation of the 
techno-economic report on 
the development of India’s 
oil industry during 1973-83 
was also discussed. The 
implementation of the recom¬ 
mendations contained m this 


report will enable the ONGC 
to considerably increase the 
production of oil and gas by 
the end of the fifth five-year 
Plan period. 

Coal projects 

The USSR has also agreed 
to assist India in the construc¬ 
tion of a number of coal 
projects. A team of Soviet 
specialists has, jointly with 
Indian experts, completed the 
feasibility report on the 
construction of two open-cast 
mines at Singrauli (Madhya 
Pradesh) and the underground 
coal mine at Raniganj (West 
Bengal), and has started 
working on a feasibility report 
on the construction of a 
coking coal open-cast mine and 
washery at Ramgarh (Bihar). 
The second meeting of the 
Joint Commission assessed the 
progress of work on the above 
projects. 

Soviet and Indian organi¬ 
sations are at present engaged 
in working out technical 
documentation on the expan¬ 
sion of the Bhilai and Bokaro 
steel plants, each to a capacity 
of four million tonnes of steel 
per year. Detailed project re¬ 
ports have been completed and 
the division of supplies, as 
between the Indian and Soviet 
sides, has been carried out 
regarding plate mill “3600” 
and continuous steel casting 
machines for the Bhilai steel 
plant and rolling mill “1400” 
for the Bokaro steel plant. 
The feasibility report on the 
expansion of the Bhilai plant 
to a capacity of seven million 
tonnes of steel per year is 
being finalised. 

In the second meeting of 
the Commission concentrated 
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attention was paid to tfte 
coordination of activities of 
the concerned Soviet and 
Indian organisations for the 
expansion of the Bhilai and 
Rokaro steel plants and for 
ensuring a further increase in 
the output of metallurgical, 
power and other equipment at 
heavy engineering enterprises 
in India. 

On the basis of the initial 
data collected by a team of 
Soviet experts in January- 
February 1974, a detailed 
project report on l he construc¬ 


tion of a copper concentration 
complex at Malanijkhand 
(Madhya Pradesh) is now 
being prepared. The designing 
of the largest Indian oil refinery 
at Mathura, with an annual 
capacity of six million tonnes 
of oil, is in full swing. 

In view of the decision on 
the development of production 
cooperation between the two 
countries, Soviet experts have 
collected initial data and are 
working out a feasibility 
report on the construction of 
an alumina plant in Madhya 


Pradesh with a capacity of 
500,000 tonnes of alumina 
per year, which will be 
exported to the USSR, 

A team of Soviet experts 
visited India in September 
and examined the possibilities 
of cooperation in the field 
of machine-tool manufacture. 
Questions pertaining to 
cooperation in other industries 
as well as joint ventures in 
third countries are also under 
consideration. 

The second meeting of the 
Joint Commission decided to 
establish a special working 


group (within the framework 
of the Commission) entrusting 
it with the task of preparing 
suggestions in respect of pro¬ 
duction cooperation. For this 
purpose a team of highly 
experienced Soviet experts will 
be visiting India soon. 

The implementation of the 
provisions of the Protocol 
signed at the end of the 
second meeting of the Joint 
Commission will without doubt 
lead to further strengthening 
and deepening of mutually 
beneficial ties between the two 
countries. 


Non-ferrous metallurgy from the USSR 

G. L. Kozlov 


Tim Soviet Union which 
has sufficient reserves of bau¬ 
xite, copper, lead, zinc, nickel 
and tungsten has been able 
to build up a large-scale non- 
ferrous metal industry capable 
of satisfying the rapidly grow¬ 
ing need of the country. 

According to the current 
five-year Plan, the output of 
non-ferrous metals will be 50 
per cent higher in 1975 than 
in 1970. 

The USSR shares its ex¬ 
perience in non-ferrous metal¬ 
lurgy with developing coun¬ 
tries and particularly with 
India for which non-ferrous 
metals constitute a vital sector 
in the scheme of industrialisa¬ 
tion. 

To meet her growing requi¬ 
rements India has to spend 
considerable foreign exchange 
for the import of non-ferrous 
metals as shown in the table 
below: 

Table I 

Imports of Non-ferrous Metals 
1969-70- 1973-74 


year 

Rs crores 

1969-70 

74'5 

1970-71 

119.4 

1971-72 

102 4 

1972-73 

109.1 

1973-74 

139.7 


need be directed to increasing 
indigenous source of supply 
and developing the necessary 
technology to convert natural 
ores into useful metals. 

The draft fifth five-year 
Plan envisages the expansion 
of existing units and setting 
up of new enterprises engaged 
in the production of alumi¬ 
nium, copper, zinc, lead and 
nickel—all in the public sector. 

Bharat Aluminium 

An important role in achi¬ 
eving self reliance in alumi¬ 
nium is to be played by the 
state-owned Bharat Alumi¬ 
nium Company (B ALCO) which 
is responsible for the construc¬ 
tion of two aluminium com¬ 
plexes in Korba (MP) and 
Ratnagiri (Maharashtra) with 
total capacity of 150,000 tonnes 
of aluminium every year. 

The Korba Aluminium 
Complex which is based on 
bauxite deposits in the Amar- 
kantak and Phutkapahar areas 
in Madhya Pradesh, and elec¬ 
tric power from the Korba 
Thermal Power Station (Soviet 
assisted) is expected to produce 
100,000 tonnes of aluminium 
metal per annum, including 
about 60,000 tonnes of alumi¬ 
nium semis i.e. rolled and ex¬ 
truded products and wire rods. 


nisations have worked out the 
Detailed Project Report 
(DPR) of the smelter and fab¬ 
rication facilities and have 
supplied a part of the electro¬ 
lyzer, rolling and other equip¬ 
ment valued at nine crorcs of 
rupees. 

The drawings of the alumi¬ 
nium plant were elaborated 
by MECON (with the partici¬ 
pation of Soviet experts) 
which is designated to be the 
principalconsultant to BALCO 
for its Korba smelter complex. 
Most drawings and documents 
for the first phase of the 
smelter have been completed. 
The first phase of the smelter 
will go on stream in March 
this year. 

Indo-Soviet Pact 

The 15-year Indo-Soviet 
economic agreement signed 
during the visit of L. I. Brezh¬ 
nev, General Secretary of the 
CPSU Central Committee, to 
India in November 1973 envi¬ 
saged, among other things 
further cooperation in non- 
ferrous metallurgy. 

In pursuance of the Proto¬ 
col of the Indo-Soviet Commis¬ 
sion on Economic, Scientific 
and Technical Cooperation 
an export-oriented alumina 
plant, based on bauxite depo¬ 
sits of Balagbat, Sarguja and 
Mandla districts of Madhya 
Pradesh is proposed to be set 
up. BALCO entered into ana#- 


reement with Tsvetmetpromex- 
port for the preparation of a 
feasibility report for the plant. 

The feasibility report where¬ 
in maximum utilization of in¬ 
digenous equipment is envisag¬ 
ed will be handed over by the 
Soviet technicians in March, 
1975. 

Copper had a very wide 
range of applications in Indian 
industry. The demand for 
copper and its alloys during 
1973-74 was of the order of 
83,000 tonnes, which is expect¬ 
ed to go up to 105,000 tonnes 
by the end of fifth Plan period. | 
The indigenous production of | 
copper is meagre and, there¬ 
fore, resort had to be taken * 
to substantial imports from $ 
abroad (see table below). 

Table II 

Imports of Copper 
1969-70—1973-74 


Year 

’000 tonnes 

Rs crorcs 

1969-70 

46.5 

47.4 

1970-71 

51.8 

60.2 

1971-72 

56.2 

51.2 

1972-73 

54.5 

48.6 

1973-74 

42.8 

N.A 


A 

Source : Monthly L Statistics of j 
Foreign Trade. | 

In order to speed up the * 
development of copper ore jj 
deposits of the country and | 
to reduce dependence on an- i 

UNttutY 3I.W75 


In accordance with the 
Source : Monthly Statistics of con tract concluded between 
Foreign Trade, BALCO and T&vetmetpromex- 

In view of this, all efforts port of the USSR, Soviet orga- 
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Ore Deposits are 
Natures Endowment 



The Minerals & /Metal? « 

Trading Corporation of India Ltd. ft 

EXPRESS BUILDING, BAHADURSHAH ZAFFAR MARG 
NEW DEIHM10M1 


Resource creation Is 

MMTCis Ingenuity 

m Nature take 1 * millions of years to create ore deposits like 
■B this Converting reserve? into resources also takes time» 
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IP 11 YEARS OF HARD LABOUR 
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j|Wf has accelerated the pace of development of mines all over 

»w> India Today our exports of minerals exceed Rs. 124 

H| jK ci ores. Future is promising for export of mineral ores 
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important developments in each quarter in the various fields of the 
national economy as well as in the world economy, organizes its mate¬ 
rial in convenient form and illustrates it with diagrams, graphs and 
charts. Its features are a business roundup, an analysis of markets and 
an investment supplement. 
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The annual subscription is Rs 20. 
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The Manager, 
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Save 

with 

grace 

linoleum floor-coverings are an economic 
investment, linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bankj 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

the versatile floor-covering ■ For better living 

India Linoleums Ltd., 
F.O. Kriapur, 84 Farganas, West Bengal. 
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ports, a numbfer of projects 
have been taken up for deve¬ 
lopment As a result, the indi¬ 
genous production of copper is 
likely to be substantially in¬ 
creased by the end of the fifth 
Plan period. 

In addition to the copper 
complex at Ghatsila, in Novem¬ 
ber last the smelter at Khetri 
was commissioned and was 
fed with first copper 
concentrates. 

Another ambitious copper 
project is the Malanjkhand 
project in Madhya Pradesh. 
The Hidustan Copper Limited 


has signed an agreement with 
Tsvetmetpromexport of the 
USSR for the preparation of 
a detailed project report for 
the mining operations and the 
concentration complex at 
Malanjkhand. The deposits 
here are estimated to be 78 
million tonnes and have a 
prospect of being considerably 
increased after additional sur¬ 
veying while copper content 
of the urc is rather high—*1.06 
per cent. 

The DPR which will be 
shortly handed over by Soviet 
experts to the Indian officials 


provides for the annual pres 
duction of three million 
tonnes of ore which is sufficient 
for obtaining 27,000 tonnes of 
copper. 

Meanwhile, exploration 
through surface drilling has 
been taken up and steps are 
being taken for the develop¬ 
ment of infrastructural 
facilities. 

Along with rendering assis¬ 
tance in the construction of the 
project the USSR supplies a 
number of non-ferrous metals 
to India under trade agreement 


it might be of relevance in 
this context to mention that 
MMTCs imports of non-ferrous 
metals from the USSR consti¬ 
tuted about 10 per cent of 
India's total imports in 1973- 
74 from that country. The im¬ 
ports included such items as 
zinc, copper, nickel, palladium 
and platinum. 

Like othergoods India buys 
non-ferrous metals in the 
Soviet Union without spending 
her hard currency (i.e. trade 
operations are settled in 
Indian rupees) and on balanc¬ 
ed basis. 


Two decades of purposeful cooperation 

L. Klochkovsky 


Since the signing of first 
Indo-Soviet Economic Agree¬ 
ment for the construction 
of the Bhilai Steel Plant on 
February 2, 1955, the two 
countries have traversed a long 
and fruitful road of coopera¬ 
tion. Indo-Soviet friendship 
has not only strengthened and 
expanded but. as Leonid 
Brezhnev observed, has 
obtained a new content as a 
resultof the joint efforts of the 
Soviet Union and India in the 
world arena. It can very well 
serve as an example of peace¬ 
ful coexistence or states with 
different social systems, striving 
for the promotion of peaceful, 
friendly and mutually advan- 

j tageous contacts, 

I 

Friendly assistance 

The Soviet Union extended 
its hand of friendly assistance 
to India in the most difficult 
and important period of her 
economic development. Of 
great significance is the 
Soviet contribution to the 
development of the heavy 
industry which is the backbone 
of the Indian economy. About 
SO different industrial plants 
and other projects have been 
built or are under construction 
in India with Soviet assistance. 
These plants now turn out 30 
per cent of steel smelted in 
India, 80 per cent of the total 
I metallurgical and 60 per cent 
1 of power engineering equip¬ 

bastbrn economist 


ment, nearly one-third of oil 
products and 20 per cent of the 
total amount of generated 
electric energy. 

The Bhilai Iron and Steel 
Plant--the first link of Soviet- 
Indian cooperation—achieved 
excellent results. Out of the 
first three public sector iron 
and steel plants, the Bhilai 
plant is the best in terms of 
the main indicators of per¬ 
formance. Metal from Bhilai 
is exported to may countries. 
The plant yields the country a 
stable annual income. The 
volume of its production has 
doubled over the past few 
years. Now Bhilai smelts about 
two million tonnes of steel a 
year, and it has been planned 
to increase its production 
capacity to four million tonnes 
of sled per year. Later, the 
capacity of the plant will be 
raised to seven million tonnes. 

No less indicative is another 
joint project—the —Heavy 
Electrical Equipment Plant in 
Hardwar, commissioned five 
years ago. The plant today 
turns out sophisticated electrical 
equipment. In 1974, the plant 
started the serial production 
of turbo-generators with a 
capacity of more than 200,000 
kilowatts. The first such turbo¬ 
generator has been supplied to 
the power station being built 
near Madras. On the whole the 
Hardwar plant will supply 
more than 50 per cent of 


equipment for the thermal and 
hydro-power stations under 
construction in the country. 

The assistance of Soviet 
experts in developing the first 
Indian earth satellite, became 
an important ticnd in Soviet- 
Indian cooperation. In the 
near future the Indian sputnik 
will be put on a near-earth 
orbit with the help of a Soviet 
carrier-rocket. Flight control 
will be carried out by Indian 
scientists. 

Bilateral trade 

Mutually beneficial bila¬ 
teral trade is yet another 
field of cooperation that has 
expanded considerably during 
the period. It is worth recal¬ 
ling that 20 years ago the 
annual turnover of Soviet- 
Indian trade was minimal but 
today it exceeds 600 million 
roubles. The Soviet Union has 
become one of India’s main 
trading partners. It ranked 
first among the buyers of 
Indian commodities in 1972*73 
and is one of the leading 
suppliers of goods needed by 
India. 

The high development rate 
of Soviet- Indian trade is not 
a mere chance. It is determined 
by lofty and noble principles 
underlying dose mutual rela¬ 
tions; full equality of the two 
sides, rputual benefit and sin¬ 
cere desire of the USSR to 
render the Indian people 


disinterested assistance in their 
struggle for economic and 
social progress. The USSR 
supplies India with muchines 
and equipment, industrial raw 
materials and other goods 
needed by its economy. India ; 
covers the purchase of Soviet ; 
goods by the sale of her 
traditional goods as well as 
products of the young national 
industry. Now intore than 50 
per cent of Indian exports to 
the USSR consist of indus* 
trial goods, such as textiles, 
footwear, rolled stock, pig 
iron, surgical instruments, 
optical lenses and many other 
industrial items. 

The Soviet Union trades 
with India on the most favour¬ 
able terms. The prices of Soviet 
goods are comparable to those 
in the world market. Low 
interest credits are granted to 
Indian state organisations and , 
private companies on favour-. 
able terms, to be paid off over a 
long period of time. The recent \ 
investigations of the Reserve ! 
Bank of India and the Indian i 
Institute of Foreign Trade 
have shown that India trades j 
with the Soviet Union and 
other socialist countries on 
much more favourable terms 
than with the non-socialist 
world. 

There is every ground to 
think that economic ties 
between the USSR and India 
will go on gaining in scope and 
strength. The main trends in 


237 


JANUARY 31, 1975 



the promotion of these ties 
were determined during Leonid 
Brezhnev’s visit to India in 
1973. Broad vistas are opening 
for mutually advantageous 
trade. In accordance with the 
understanding between the two 
countries trade may double 
in 1980 as compared with 1973. 
The Soviet Union will go on 
rendering India all-round 


assistance in the development 
of its economy. The USSR 
will give assistance in the 
development of the key 
branches of the heavy industry 
(ferrous metallurgy and 
machine-building first and 
foremost), as well as power 
engineering, agriculture, geolo¬ 
gical survey and training of 
personnel. 


At the same time, the 
necessary prerequisites are now 
being created for the establish¬ 
ment of long-tern economic 
contacts between the USSR 
and India based on the 
cooperation of production and 
the organisation of effective 
division of labour. The agree¬ 
ment on cooperation between 
the USSR State Planning 


Committee and the Planning 
Commission of India la to play 
a important part in this. 

The further promotion of 
Soviet-Indian contacts will 
serve the cause of stronger 
friendship between the people 
of the both countries and wilt 
make an effective contribution 
to peace and mutual under¬ 
standing in Asia. 


Economic ties with west Asian countries 

V. L. Korneev 


One of the most characte¬ 
ristic features in the develop* 
ment of India's economic 
relations with foreign countries 
during the last few years has 
been a significant widening 
and deepening of economic 
tics with west Asian countries, 
especially Iraq, Iran and the 
United Arab Emirates (UAE). 

Besides the political impli¬ 
cations, the process of foster¬ 
ing economic ties with these 
countries has gained impetus 
during the last few years due to 
the necessity of finding an ade¬ 
quate and relatively low-priced 
source of crude supply to 
India—-the problem which pre¬ 
occupies a great number of 
governments in the world 
nowadays. 

It is widely known that the 
import of crude is now the 
largest item of foreign ex¬ 
change expenditure which 
drains the reserves of many 
developing countries including 
India. 

Crude oil import 

As indicated in the draft 
of the fifth five-year Plan, 
India is to import during 
1974-75—1978-79 crude and 
oil products costing Rs 3080 
crores constituting about 22 
per cent of the value of India’s 
imports during this period. 

Thus, the purchase of crude 
oil on terms and conditions 
which currently prevail in the 
international markets adds a 
heavy burden on the import 
bill. 

In this context, the develop¬ 
ment of mutually beneficial 
economic ties with the oil- 
producing states is of great 


importance and the govern¬ 
ment of India is understand¬ 
ably taking necessary and time¬ 
ly steps in this regard. While 
analysing the development 
of India’s ties with oil-produc¬ 
ing countries of west Asia, 
one may study the role of 
cooperation with socialist 
countries, and especially with 
the USSR. 

According to press reports, 
Iraq is to supply to India 
during the next 12 years about 
114 million tonnes of crude 
from North Roumeilla oil¬ 
fields (which have been deve¬ 
loped with Soviet technical 
assistance) for Mathura refinery 
which is being constructed with 
Soviet assistance. 

Prospecting in Iraq 

The Oil and Natural Gas 
Commission (ONGC) in India 
whose experts are now pros¬ 
pecting oil in Iraq was Also set 
up with Soviet assistance. 
Under the supervision of Soviet 
scientists, engineers and fore¬ 
men, over 8,000 Indian techni¬ 
cians have been trained in the 
complex science of oil pros¬ 
pecting and extraction. Today, 
the ONGC has at its disposal 
skilled manpower, research 
and design institutes, training 
establishments, production 
boards etc. AU these enable 
the ONGC to play an impor¬ 
tant role in India’s quest for 
crude. Quite recently it be¬ 
came known that the ONGC was 
taking part in oil prospecting 
in another west Asian country 
"~lran. India’s economic ties 
with this country have been 
strengthened recently. The 
exchange, of, k visits between 
Mrs Indira Gandhi and* the 


Shah of Iran has promoted, 
to a great extent, the develop¬ 
ment of these ties. 

According to the agreement 
reached in 1974 Iran is to sup¬ 
ply annually to India 2.8 mil¬ 
lion tonnes of crude oil for 
Madras refinery. This figure 
will be increased to 3.5 million 
tonnes after the expansion of 
this refinery. Besides, Iran is 
to supply to India additionally 
one million tonnes of crude oil 
annually. 

Mutual trade 

All these agreements will 
lead to a substantial rise in the 
total value of India’s imports 
from Iran which in 1973-74 
increased by about 20 per cent 
as compared with 1972-73 and 
reached the figure of Rs 145.3 
crores. At the same time the 
value of India’s exports to this 
country in 1973-74 wa? only 
2.9 per cent above the 1972-73 
level which resulted in a for¬ 
midable negative balance of 
trade at about Rs 120 crores. 
To reduce this deficit and at 
the same time to maintain the 
supply of crude from Iran 
(which constitutes about 95 
per cent of the total value of 
India’s imports from this coun¬ 
try), India must increase its 
exports to Iran. In the imple¬ 
mentation of this task, the 
supply of India’s iron ore for 
metallurgical complexes in Iran 
(and among them for the 
metallurgical plant in Isfahan 
which was built with the Soviet 
assistance) will play a useful 
role. At present, the expansion 
of this plant with Soviet assis¬ 
tance to four million tonnes of 
steel annually is under con¬ 


sideration. This will create 
good conditions for India’s 
supply of iron ore to Iran. 

Besides the supply of iron 
ore India is to export to Iran 
65.000 tonnes of rolled steel 
and 120,000 tonnes of steel 
rails. A substantial part of 
these supplies will be met by 
Bhilai Steel Plant which is now 
the largest active project of 
lndo-Soviet economic and 
technical cooperation. 

The beginning of 1975 was 
marked with further develop¬ 
ments in the strengthening of 
India’s economic ties with oil- 
producing west Asian coun¬ 
tries. 

The exchange of views 
between Indian officials and 
visiting delegations of two 
main Persian Gulf countries— 
the UAE and Bahrein- 
showed a good prospect for 
further progress in the deve¬ 
lopment of economic ties bet¬ 
ween India and these countries. 

UAE supplies 

As it was stated after the 
conclusion of talks between 
Indian and the UAE officials, 
the UAE will supply India a 
substantial quantity of crude 
oil on the most favourable 
terms. To pay for the pur¬ 
chases of crude from the UAE 
India is to increase its exports 
to this country. This task was 
much facilitated by the UAE 
desire to collaborate with India 
in the development of basic 
industries. It is reported that 
India will assist the UAE in 
the field of fertilizers, steel and 
cement plants and other ancil* 
laries. 

A team of th* public sector 
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design organisation Metal¬ 
lurgical and Engineering 
Consultants (India) Ltd, 
(MECON) visited Dubai in 
July 1974 and submitted its 
study report on the building of 
a sponge iron plant with Indian 
assistance. 

In this respect it is worth 
recording that MECON is also 
a project of Indo Soviet eco¬ 
nomic cooperation, and is 
similar to the well-known 
Soviet design institute 
GYPROMEZ, with which 


MECON maintains close ties. 
On the basis of Soviet techni¬ 
cal documentation, catalogues 
and standards MECON is now 
making designs for the build¬ 
ing of metallurgical complexes 
both in India and abroad, 
including many west Asian 
countries. 

As for the supply of metal¬ 
lurgical equipment for these 
plants a substantial pari of it 
will be met by engineering 
plants built with Soviet assis¬ 
tance such as Heavy Machine 
Building Plant 1 HMBP 1 at 


Ranchi and Ntining and Allied 
Machinery Plant at Durgapur 
as well as the Heavy Electrical 
Plant at Hardwar. 

These plants constitute now 
the core of India’s heavy en¬ 
gineering and are in a position 
to produce all kinds of 
equipment for the setting 
up of metallurgical plants 
almost without foreign assis¬ 
tance. For example, HMBP, 
when it reaches its full capa¬ 
city, will be able to equip 
annually a steel plant for the 


production of one million 
tonnes of steel per year, which 
is equal to the production 
capacity of the first stage of the 
Bhilai Steel Plant. And in 
future the capacity of HMBP 
is to be doubled. 

Thus, there is enough evi¬ 
dence to show that Indo- 
Soviet economic cooperation is 
not only a factor in achieving 
self-sufficiency by the Indian 
economy, but also helpful 
in the development of its ex¬ 
port potential to cope with 
the current energy crisis. 


The saga of Indo-Soviet collaboration 


India and the Soviet Union 
established diplomatic rela¬ 
tions on April J 3, 1947. It 
was hailed as a historic 
step in both countries. The 
Hindustan Times said then 
that “’the present stage is the 
beginning of a lasting and 
fruitful friendship between 
the peoples of India and the 
USSR” and the Soviet 
weekly New Times characteri¬ 
sed it as an event of ‘ inter¬ 
national significance”, and 
observed that tc India is moving 
towards an independent 
policy.” 

The period 1947 to 1955 
was momentous for the world 
and India. Then came the 
1955 Bandung Conference 
and the enunciation of the 
Panchsheel principles. At 
Bandung one of the major 
declarations of the develop¬ 
ing countries was on the need 
for a vigorous struggle for 
economic independence. 

| Panchsheel spirit 

Earlier, in July 1954, 
Pravda had welcomed the 
Panchsheel principles, when 
they were first proclaimed. It 

commented that _ these 

important principles,.. would 
diminish the possibility of 
war, serve to alleviate tension 
in world community and im¬ 
prove the valuable coopera¬ 
tion between the countries.” 
Soviet support for India’s 
policy of non-alignment and 
the Panchsheel principles be¬ 
came a firm foundation for 
Indo-Soviet relations. 

| Thus it was in the struggle 


for ponce and progress, ami 
for a new international order 
that the foundations were 
laid for Indo-Sovict friendship 
and cooperation. In 1953 a 
trade agreement was signed 
between the two countries 
which sought to raise mutu.il 
trade exchanges. 

But it was the economic 
agreement of February 2, 1955 
for the construction of the 
Bhilai steel plan* which open¬ 
ed up a new vista of re la* 
tions between the two count¬ 
ries. What thus began at 
Bhilai was not only the 
beginning of Indo-Soviet co¬ 
operation, but also of the 
absorbing story of India’s 
industrialisation. 

Soviet-aided projects 

Today about 80 major 
projects have come up or are 
coming up in the country 
through Soviet cooperation. 
India has emerged as one of 
the top ten industrial nations 
of the world and has achieved 
self-reliance in many vital 
sectors of the economy. To 
this extent, it has advanced its 
economic independence and 
its prestige m the comity of 
nations. 

And yet, in 1951, when 
India launched its first five- 
year Plan, the country was 
lied to the capitalist world, 
which continued to treat 
India as a raw material ap¬ 
pendage and a market for 
export of its goods. However, 
India undertook a vast his¬ 
toric task to change the life 
of its . people. From its very 


inception, Indo-Soviet econo¬ 
mic cooperation was geared 
to India’s economic deve¬ 
lopment programme, which 
carried new provisions on 
trade, mode of payment, 
industrial collaboration, trans¬ 
fer of know-how, the training 
of specialists and skilled 
manpower both in the USSR 
and at Indian projects, 
development of technical 
consultancy and various other 
measure*, all designed to help 
India to rapidly develop its 
economy and attain the goal 
of self-reliance. 

Total credit 

Including the credit for 
India’s fourth five-year Plan, 
the Soviet Union has so far 
provided a total credit of 
Ri 1,002 crores. About 80 
projects have been built or 
are under construction and 
designing with Soviet assistan¬ 
ce. These projects form the 
hard core of the public sector 
which has grown in size 
steadily during the years of 
planning and development so 
that today it has noc only 
become a powerful factor in 
the Indian economy but also 
sets the pace for further 
growth. Above all, it is the 
only sector of the economy 
promoting scientific and tech¬ 
nological development. 

Soviet assistance to India 
has been largely directed to 
the development of basic 
industries such as mining of 
raw materials, ferrous and 
non-ferrous metals, oil and 
power, heavy machinery, 


drugs and pharmaceuticals, 
precision instruments, as also 
to the development of agri¬ 
culture, science and lechology. 
In all these fields, India has 
already reached a high level 
of development. 

Substantial share 

The share of the projects 
in the core sector constructed 
with Soviet assistance is al¬ 
ready substantial—30 per cent 
in steel production, 50 percent 
in oil extraction, 30 per cent 
in oil refining, 20 per cent 
in power generation and 80 
per cent in metallurgical 
machinery. The Soviet contri¬ 
bution to the development 
of non-ferrous metals, drugs 
and pharmaceuticals, power 
equipment and others is also 
substantial. 

Steel production is des¬ 
cribed as a barometer of a 
country’s progress. But in 
1955 India’s production was 
only 1.5 million tonnes. 
Today out of the five integ¬ 
rated steel plants in the 
public sertor, two are assisted 
by the USSR. They are also 
the biggest. The Bhilai Steel 
Plant alone is producing one- 
third of the total steel output 
of the country today and it is 
the most efficient of the steel 
plants. The Bokaro steel plant, 
which is the second to come 
up with Soviet assistance, has 
already produced 1.5 million 
tonnes of hot metal.' It will be 
India’s biggest steel plant. 
The growth of these two 
plants has enabled the country 
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(o save hundreds of crores, 
of rupees by cutting down 
imports. Bhilai has earned 
hundreds of crores by the ex¬ 
port of its products, while 
Bokaro has exported pig iron 
worth Rs 12 crorcs already. 

Bhilai, now of 2.5 million 
tonne capacity, served as a 
training ground for the future 
metallurgists of India. Today 
it is the Bhilai-trained metal- 
lurgists who arc guiding the 
growth of India’s steel indus¬ 
try, More than 800 Indian 
engineers .of the plant were 
trained in the Soviet Union. 

Under the agreement of 
June 3. 1972, further expan¬ 
sion of Bhilai to four million 
tonnes has been undertaken. 
This includes the construction 
of a converter shop, continuous 
steel casting machines and 
plate mill M 36(XT f which arc 
the most modern metallurgi¬ 
cal machinery. Production of 
plates at Bhilai will be of 
momentous significance to the 
growth of shipbuilding, de¬ 
fence, machine-building and 
other industries. 


Bhilai plant has made a 
significant impact on the 
region, and to the economic 
and social development of 
Madhya Pradesh. When ex¬ 
panded to seven million tonnes, 
the plant will have a great 
influence on the development 
of the region. 

The Bokaro steel plant, 
which is coming up with 
Soviet credit and technical 
assistance under an agreement 
of January 1965, has already 
reached the completion of the 
first stage of 1.7 million 
tonnes per year. Pig iron pro¬ 
duction began in October 1972 
and steel ingots in December 
1973 With the commis¬ 
sioning of the hot strip 
mill, expected in 1975, Bokaro 
will be able produce flat steel 
products. This is expected to 
make a substantial difference 
to the steel supply position in 
the country. 

The Bokaro plant is the 
last word in steel technology. 
It has been given the latest 
of everything the USSR, has 
got. Unlike Bhilai, Bokaro 


uses the oxygen converter 
method of steel making which 
is more economical and pro¬ 
ductive, 

To Bokaro goes the prestige 
that it is largely an indigen¬ 
ous plant, and it is a tribute 
to the skill of Indian engineers 
and workers trained in the 
Soviet Union, and the enter¬ 
prise of other public sector 
projects, which have provided 
equipments and materials to 
Bokaro, that the Bokaro plant 
has not only reached rated 
capacity but has already set 
up records in production. 
Above all, Indian-made equip¬ 
ments have proved their 
quality test at Bokaro. 

Commissioning of the 
various units at the second 
stage of Bokaro, which will 
ensure production of four 
million tonnes, will be com¬ 
pleted by March 1977, accor¬ 
ding to present estimates. 
Bokaro is already the biggest 
supplier of pig iron to the 
foundarics of India. The pro¬ 


duction of tinned sheets is 
expected to accelerate the 
growth of canning and other 
agro-industries. 

Thus, out of the target 
of 17.5 million tonnes of ingot 
steel by the end of the fifth 
Plan period, Bokaro and 
Bhilai alone will contribute 
eight million tonnes. 

The decision to expand 
the capacities of Bhilai and 
Bokaro steel plants to seven 
and ten million tonnes res¬ 
pectively was a momentous 
one. It meant, in effect, 
doubling the capacities of 
both, a stupendous task by 
any reckoning. 

At this stage the two plants 
arc expected to activate the 
growth of a vast infrastruc¬ 
ture that boggles one’s mind 
to think. Mr. K. C. Khanna, 
the Managing Director of 
Bokaro, feels that Bokaro 
heralds an “industrial explo¬ 
sion” in the Ranchi, Bokaro 
Dhanbad and Durgapur belt. 
He is of the openion that the 
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region will be the industrial 
heart of India. 

Rower development is a 
continous process to be closely 
related to the growth of 
industry and agriculture, Thus, 
it is recognised that long-term 
planning of power develop¬ 
ment is an imperative need. 

At the time of Indian in¬ 
dependence, the country had 
a power generation capacity 
of only 2.3 million kw. And 
there was no power industry 
worth the name. During the 
years of planning and deve¬ 
lopment 16.6 million kw 
ppwer generation capacity was 
added and a power industry 
was a built up. 

Power industry 

Indo-Soviet cooperation 
made a substantial contribu¬ 
tion to the growth of India’s 
power supply and to the 
creation of a power industry 
While Soviet assistance to set 
up five thermal (NeyvcIi,Korba 
Obra, Patratu, Harduapanj.) 
and five hydro (B^akra Right 
Bank. Hirakud, Mettur, Bali- 
mcla, Lower Sileru) power 
stations, of a total capacity of 
nearly three million kw, made 
a significant contribution to 
power development in various 
states. Soviet cooperation to 
set up India’s premier power 
equipment plant at Hardwar 
with a capacity to produce 
yearly equipments to generate 
2.7 million kw of power was 
of momentous importance 
to the country’s progress. 
About 200 engineers of this 
plant were trained in the 
Soviet Union. 

Since the plant has been 
completed in 1967, it has 
produced six 100 MW sets 
and six 200 MW sets. From 
1975, it is expected to produce 
yearly seven 200 MW sets, as 
also small hydro-sets and a 
variety of large motors and 
accessories. It will meet 50 
per cent of the demand for 
power equipments during the 
fifth five year Plan. 

The Hardwar Heavy Elec¬ 
trical Equipment Plant has 
put India on the power map 
of the world by producing 
such large turbo-generators 
which only few countries can 
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produce today. The plant 
has mastered the technology 
of the 200 MW sets and is 
now pioneering the develop¬ 
ment of the 500 MW sets. It 
is pertinent to point out here 
that a 200 MW power station 
can light a town of a million 
population. 

The Bharat Heavy Electri¬ 
cals Ltd, the apex organisa¬ 
tion, is not only producing 
today all types of power 
equipments, but also equip¬ 
ping atomic power plants, 
providing oil drilling rigs and 
other highly sophisticated 
items. It is now going into 
erection and maintenance of 
power plants, lor which special 
cadres of engineers are being 
trained in the Soviet Union. 
This is expected to reduce the 
period of construction to half. 

Today India has reached 
self-sufficiency in power 
equipments and has in fact 
begun a modest export pro¬ 
gramme. Both in India and 
abroad, the power equipments 
produced in India on the 
basis of Soviet know-how 
have proved their worth. 

Pioneer industry 

Another major effort of 
BHEL is directed to develop 
the MHD generator (Magneto¬ 
hydrodynamics) in collabora¬ 
tion with the Soviet Union 
which is the pioneer in this 
field. The MHD method prod¬ 
uces power using hot-coal gas, 
a process highly economical 
compared to the traditional 
methods. 

The oil crisis and the steep 
rise in the price of oil pro¬ 
ducts have made India turn 
to rapid coal development. 
This is of crucial importance 
for the further development 
of the country. In this task 
the Soviet Union has promised 
all-round assistance to India. 

Soviet assistance for the 
development of India’s coal 
industry began in the early 
sixties. Back in 1962-68 the 
Soviet Union helped India to 
build several large coal enter¬ 
prises: the Banki and Sura- 
khachhar underground mines, 
the Manikpur open-cast mine 
in Madhya Pradesh, the 
Kathara coal washery, a min¬ 


ing equipment factory in 
Durgapur, and the Central 
Electrical and Mcchnical 
Workshop in Korba to repair 
and service mining equip¬ 
ments. 

New agreement 

A new agreement was 
signed in December 1966, 
which provided for further 
development of cooperation 
between the USSR and India 
to build five open-cast mines 
with an annual capacity of 
6.5 million tonnes of coking 
coal to meet the needs of 
steel mills in Bokaro and 
Bhilai. This agreement is 
being implemented now. 

India has huge resources 
of hard coal running into 


130,000 million tonnes, with 
some 13.000 million tonnes 
being coking coal Whereas 
at present India produces 
nearly CO million tonnes of 
coal a year, in 1978 79 the 
output is to go up to 135 
million tonnes. 

At present the Central 
Design Institute in Ranchi 
is already carrying out, with 
the help of Soviet specialists, 
design work on developing 
coal deposits in Singrauli and 
Raniganj. Under the new 
agreement, the Soviet Union 
will render technical assistance 
in building two open-cast 
mines with an annual capa¬ 
city of 8-10 million tonnes 
each at the Singrauli coal¬ 
field, and two highly mechanis¬ 
ed mines, which together will 
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produce annually 5.2 million 
tonnes at the Raniganj coal¬ 
field. The new mines are to 
be equipped with some power¬ 
ful Soviet mining machinery. 

The expansion of the steel 
plants by 1978-79 necessitates 
the rapid development of 
coking coal. Thus, develop¬ 
ment of coking coal deposits 
in Ramgarh, (Bihar state), 
situated near the Bokaro Steel 
Plant, with Soviet assistance, 
is being undertaken. It is 
planned to puild at these coal 
deposits an open-cast mine to 
produce 3.0 million tonnes of 
coking coal a year. 

Apart from designing and 
construction of open-cast and 
deep mines, India will receive 
Soviet assistance in surveying 
coal deposits in the Mirznpur 
area (Uttar Pradesh). The 
Soviet Union will also pro¬ 
vide further training to Indian 
engineers at Soviet open-cast 
and deep mines and at re¬ 
search institutions. The Soviet 
Union is also providing India 


technology for deep open-cast 
mining upto a depth of 400 
metres. 

The Coat Mining Machi¬ 
nery Plant at Diirgapur (West 
Bengal was set up in 
cooperation with the USSR to 
manufacture 45,000 tonnes of 
various items of coal mining 
machinery. It is the country, 
premier plant in this field and 
is capable of meeting the 
entire demand for sophistica¬ 
ted mining epuipments. 

Because of slack demand 
in the earlier years for coal 
mining machinery, the plant 
has diversified its production. 
It has already established a 
good reputation for the 
manufacture of material hand¬ 
ling equipments for ports and 
large plants. With the nationa¬ 
lisation of coal mines and the 
new drive tor faster coal 
development, the plant ex¬ 
pects to use 75 per cent of 
its capacity to produce mining 
equipments. However, it is 


expected to carry on pro¬ 
duction of some of the new 
lines of products it has al¬ 
ready developed recently. 

With its modern engineer¬ 
ing works, design facilities, 
technical know-how and highly 
trained personnel, the Durga- 
pur plant is capable of manu¬ 
facturing equipment for other 
major industries such a$ steel, 
power, and fertiliser as also 
for ports. To Bokaro steel 
plant itself it has supplied 
over 14,000 tonnes of equip¬ 
ments. 

Oil prospecting 

Cooperation in oil indus¬ 
try occupies a special place 
in Indo-Soviel economic rela¬ 
tions. It began from the 
very inception of India’s quest 
for oil f when the Soviet Union 
sent the first oil delegation 
under Prof. Kalinin to make 
a report on India’s oil pros¬ 
pects. 

The Soviet Union has 
rendered technical assistance 


to India’s oil industry by deli* 
vering prospecting, boring 
and other oil equipments, by 
sending oil specialists, by 
doing research, designing 
and prospecting and by 
training Indian specialists. 

The Soviet Union has 
helped to set up two oil re¬ 
fineries of three million tonnes 
capacity each, the Barauni 
and Koyali refineries, and is 
now providing assistance to 
set up India’s biggest refinery 
at Mathura of six million 
tonnes capacity. Thus out of 
the eight refineries in the 
public sector, already built or 
being built, three major refi¬ 
neries have received Soviet 
assistance. The construction 
and operation of the Koyali and 
Barauni refineries created the 
nucleus of the public sector 
relining industry and helped 
to train up the initial cadre 
of Indian specialists in refin¬ 
ing. The Soviet Union has 
offered recently technical 
assistance in energy conserva- 
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tion, augmentation of capa¬ 
city, improvement in product 
patterns, and improvement in 
the service factor of the 
refineries. 

The Soviet Union has also 
provided assistance to set up 
an oil institute at Baroda. 

Since oil and gas were 
struck in Cambay in 1958 
more than 160 structures and 
30 oil and gas deposits have 
been found in India. In May 
1960 the first well in Anklcsh- 
war yielded oil The amount 
of drilling done in prospective 
areas has topped the two 
million metre mark during the 
years of cooperation. Per 
metre drilling rate is the 
cheapest in India. The majo¬ 
rity of the deposits discovered 
have been put into operation 
and are being exploited on an 
up-to-date technical level 
which ensures high efficiency. 
By the beginning of 1974 
annual oil extraction at the 
enterprises belonging to the 
Oil and Natural Gas Com¬ 
mission reached 4.1 million 
tonnes. Since then the annual 
rate of extraction has been 
stepped up. Including the 
joint sector, in 1974 the pro¬ 
duction of crude was of the 
order of 7-8 million tonnes 
and the two sectors have dis¬ 
covered a reserve of 175 
million tonnes so far. 


Joint reports 

In 1970-71 a group of 
Soviet and Indian specialists 
prepared a techno-economic 
report on the complex develop¬ 
ment of the Indian oil indus¬ 
try for the period 1971-75. 
This has been approved by the 
government of India and is 
being implemented at present. 

India is rich in oil and 
natural gas, with a prospec¬ 
tive area of some 1,600,000 
square kilometres. The incre¬ 
ase in the survey work of the 
most prospective Assam-Arakan 
and Tripura sedimentary basins 
is expected to raise the level 
of oil production substantially. 
That is why under the new 
agreement with the USSR in¬ 
tensive exploration work will 
be undertaken. Already, good 
oil deposits have been discover¬ 


ed in Galaki (Assam) and 
Tripura. According to the 
ONGC, crude production for 
the whole country is expected 
to reach the level of 15 million 
tonnes by 1978-79. Of course, 
this will be short of self-suffi¬ 
ciency and hope is now pinned 
on Bombay High where the 
first exploration was carried 
out by Soviet specialists. 

The Soviet Union has rece¬ 
ntly agreed to assist India with 
special drilling rigs and equip¬ 
ments for raising the rate of 
exploration and extraction. 

On the oil map 

The development of India’s 
oil industry largely through 
Soviet assistance, has put 
India on the oil map of the 
world. Today India is offering 
know-how in oil technology to 
foreign industry. Soviet assis¬ 
tance in the design and pro¬ 
duction of these equipments 
ensures their rapid develop¬ 
ment. 

The rapid development of 
non-ferrous metals (copper, 
aluminium and zinc) is crucial 
to the further development of 
Indian industry. However, 
this branch of industrial deve¬ 
lopment has remained compa¬ 
ratively backward and India 
spends considerable foreign 
exchange on importing non- 
ferrous metals. Happily, India 
is well placed in the case of 
bauxite, the main raw material 
for aluminium with a share 
of 10 per cent of world re¬ 
sources. 

The decision to expand the 
aluminium industry in the 
public sector was taken in the 
sixties. Of the two aluminium 
plants which the Bharat Alu¬ 
minium Company (Balco), 
the public sector undertaking, 
is setting up in the country, 
one at Korba and the other at 
Ratnagiri, the former is to ser¬ 
ve as a basic unit of the non- 
ferrous metallurgical industry. 

The Korba aluminium plant, 
assisted by the USSR and 
Hungary, will not only train a 
cadre of specialists for the 
aluminium industry but also 
carry out researh and develop¬ 
ment in this field. A training 
centre is being set up at Korba 
to train 100 technicians per 
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year with the assistance of 
Soviet specialists. 

The first complex of the 
plant, with the Hungrian assis¬ 
tance, produces 200,000 tonnes 
alumina per year, and the 
second complex (the smelter 
and fabrication units) coming 
up with Soviet assistance, will 
produce 100,000 tonnes of alu¬ 
minium products per year. 
The smelter unit is expected to 
be completed in stages of 
25,000 tonnes (in four stages) 
before the end of 1975. By 
1976 Korba is expected to 
go into full production. Pro¬ 
duction has already started at 
Korba. 

The Soviet Union has also 
offered assistance to set up 
a 500,000 tonne alumina plant 
in Madhya Pradesh. The entire 
production is cxpeeled to be 
sold to the Soviet Union. This 
is one of the ‘‘production-co¬ 
operation” projects, envisaged 
in the 15-year economic agree¬ 
ment between the two countries 
signed during the visit of L.l. 


Breznev. to this country. 

The Soviet Union is also 
helping India to develop one 
of India’s largest copper depo¬ 
sits in Malanjkhand (Madhya 
Pradesh) under an agreement 
signed in October 1973. The 
deposit was discovered in 1968 
and was noted for its high cop¬ 
per content. The reserves are 
estimated at 850,000 tonnes of 
copper. 

The Malanjkhand benefica¬ 
tion plant will be the most 
advanced entreprisc in this 
field in India designed accord¬ 
ing to the most modern tech¬ 
nology. The plant is expected 
to porduce 30,000 tonnes of 
copper a year, which will go a 
long way ir* meeting India’s 
growing demand for copper. 

Tne Surgical Instruments 
Plants, Madras; the Synthetic 
Drugs Plant, Hyderabad; the 
Antibiotics Plant, Rishikesh, 
all built with Soviet assistance, 
play today a major role in the 
drug industry of the country. 
The Surgical Instruments Plant, 
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with an annual production 
capacity of 2.5 million pieces, 
covering a wide range of instru¬ 
ments in the fields of general 
gynaecological, ophthalmic, 
ENT, dental and neuro-surgery, 
is able to meet today the coun¬ 
try’s demand for most of the 
sophisticated medical instru¬ 
ments. The Synthetic Drugs 
! Plant, designed to produce 
| over 850 tonnes of drugs and 
vitamins, is already playing a 
i major role in India’s economy, 
j Eighteen types of drugs turned 
\ out by the plant are among 
j the most important used in 
r modern medicines. Apart from 
■ producing such vital drugs to 
f combat tuberclosis, epilepsy 
I and liver diseases, the plant 
I; produces folic acid important 
5 in the treatment of radiation 
I, and post cancer complications. 

[ The Antibiotics Plant natu- 
! rally plays a crucial role in the 
; ; tight against deadly diseases. 

; It is designed to produce 290 
: tonnes of antibiotics yearly 
j such as pencillin, streptomycin, 
/ dihydro-streptomycin, chlor- 
- tetracycline, oxytctracyclinc, 
tetracycline and nystatin, It 


has already reached the rated 
capacity. 

The plant has made a major 
contribution by putting in the 
market low-priced life-saving 
medicines. A case in point is 
the fall in the price of tetra— 
and oxytetracycline capsules 
which used to sell at exorbitant 
prices. Rishikesh unit keeps 
prices steady in spite of the 
steep rise in raw material prices. 

The Soviet Union has pro¬ 
vided the plant unit with the 
available know-how free of 
charge and has a continuing 
agreement to pass on all the 
latest innovations in tech¬ 
nology, Under this pio- 
gramme, during 1973-74, the 
USSR deputed a specialist to 
the plant to pass on the latest 
stiains of tetracycline, oxy- 
tcracycline and others, and 
they have been successfully 
introduced. 

During the fifth Plan period, 
it »s proposed to expand both 
the antibiotics plant and the 
dregs plant with Soviet assis¬ 
tance costing over Rs 40 
crores. The capacity of the 
antibiotics plant will be raised 


by another 171 tonnes, while 
that of the Hyderabad plant 
will be raised to 2,000 tonnes 
from the present level of 1,400 
tonnes. This would mean 
adding two or three units, 
With these expansions, the 
Indian Drugs and Pharmaceu¬ 
ticals Ltd. will have a share of 
50 per cent in the medical 
industry of India. 

Of the many giant industrial 
projects which have come up 
with Soviet assistance pride of 
place should go to the Heavy 
Machine - Building Plant 
(HMBP) at Ranchi, the “plant 
of plants”, producing heavy 
machinery and equipment for 
a variety of industries, includ¬ 
ing the strategic industries. It 
may be recalled that India had 
no plant to manufacture heavy 
machinery and equipment in 
1947. The plant originally 
designed to manufacture ma¬ 
chinery and equipments to 
equip a million tonne steel 
plant per year, has diversified 
its production since then. With 
an annual capacity to manufac¬ 
ture 80,000 tonnes of heavy 
equipments and machinery, it 
produces today blast furnace 


equipment, coke-oven equip* 
ment, all types of rolling stock, 
electrical overhead travelling 
cranes of different capacities, 
crushing and grinding machi¬ 
nery, and excavators. In fact, 
it has a surplus capacity at 
present, and India and the 
USSR are examining the pos¬ 
sibilities of utilising this sur¬ 
plus capacity to aid develop¬ 
ment of third countries. 
Since 1966, it has been the 
major supplier of machinery 
and equipment to Bhilai and 
Bokaro steel plants, electro- 
iysers and other equipments 
for the aluminium plant at 
Korba, and will equip the 
medium steel plants proposed 
to be set up soon. It is also 
supplying equipments to the 
Durgapur Mining and Allied 
Machinery Corporation, the 
Heavy Electricals Ltd, TISCO, 
and others, as also drilling rigs 
to the ONGC. It will also 
supply equipments to the major 
underground railway projects 
in the country. 

Courtesy: Information De¬ 
partment of the USSR 
Embassy in India. 
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TRADE 

WINDS 


Indo-Pak Trade Pact 

India and Pakistan signed in 
Islamabad on January 23 a 
trade agreement and a memo¬ 
randum of understanding in¬ 
corporating, among other 
things, banking arrangements 
between the two countries. 
This was in pursuance of the 
Simla agreement of July 2, 
1972, and the trade protocol 
of November 30, 1974, signed 
by the two countries. The 
agreement comes into force 
with immediate effect. U 
will be valid for one year and 
is extendable by a further 
period of two years. 

In pursuance of the mem¬ 
orandum of understanding 
between the two governments, 
representatives of the State 
Bank of India and the National 
Bank of Pakistan have signed 
the working arrangements for 
remittance facilities between 
the two countries in regard to 
trade. The Indian delegation 
included representatives of 
the ministries of Commerce, 
External Affairs and Finance, 
the State Bank of India and 
the State Trading Corpo¬ 
ration. A meeting between the 
Indian trade delegation and 
various Pakistani organiza¬ 
tions concerned with foreign 
trade at Karachi on January 
24 considered visits at the 
level of public sector corpo¬ 
rations to facilitate closer exa¬ 
mination of mutual business 
interests and commercial con¬ 
tracting. The Indian dele¬ 
gation also discussed with 
Pakistani officials the possi¬ 
bility of trade in rice and 
cotton. 

Pood Pact with USA 

India is likely to get 300,000 
tonnes to 500,000 tonnes of 
foodgrains under PL 480 in 
the next US fiscal year start¬ 


ing in July next. Meanwhile, 
the hurdles in the way of con¬ 
cluding an agreement for the 
supply of a similar quantity 
in the current fiscal year have 
been cleared. According lo 
Mr C. Subramaniam, union 
Finance minister, an agree¬ 
ment is expected to be signed 
within the next few weeks. Mr 
Subramaniam, who returned 
from the USA on January 22, 
after discussions with the US 
authorities and the World 
Bank and IMF officials, said 
the US government had now 
agreed not lo insist on certain 
restrictions in regard to the 
foodgrain deal. Initially, the 
USA wanted to place some 
restrictions on the utilisation 
of sale proceeds of the food- 
grains and also ban export of 
foodgrains by India. 

Mr Subramaniam said India 
regarded such restrictions as 
“unnecessary/’ It was explain¬ 
ed that India had an obliga¬ 
tion to return in kind the 
wheat lent to it by the Soviet 
Union. It was argued that 
the USA should not insist on 
such restrictions when it had 
not placed constraints on 
other forms of assistance. The 
payment for the purchases, in 
dollars, will be on soft terns; 
two per cent interest in the 
first few years and 2.5 to 3 per 
cent in subsequent years. 

Indo-US Trade Panel 

India and the United Stales 
have agreed to establish a 
joint business council to pro¬ 
mote direct contacts between 
their business sectors, includ¬ 
ing the public sector enter¬ 
prises in India, in industrial 
and commercial projects of 
high priority. The decision was 
taken by the economic and 
commercial sub-commission 
of the Indo-US Joint Com¬ 
mission which concluded its 


two-day meeting in Washing¬ 
ton on January 21. This is the 
first time that the United States 
has agreed to promote trade 
and joint enterprises and 
other forms of economic co¬ 
operation with a non-commu¬ 
nist country. 

So far, except with com¬ 
munist countries, it had 
left trade in the hands of 
the private sector. On pre¬ 
vious occasions, the US gov¬ 
ernment had taken the si and 
that it had little to do with 
trade interests and India 
would have to approach the 
US private sector on its own. 
Both the governments, in 
cooperation with the proposed 
joint business council, will 
actively cooperate to improve 
the climate for American in¬ 
vestment in India. The two 
sides agreed to hold talks 
within the next few weeks on a 
possible double taxation treaty. 
The progress made by the sub¬ 
commission underscores a new 
stage in Indo-US economic 
relations based on in a wide 
range of activities in trade, 
agricultural inputs, taxation, 
investment and industry. 
Indian officials will provide a 
list of non-traditional pro¬ 
ducts with potential for in¬ 
creased exports to the United 
States. 

Financial Writers’ Meet 

The second international 
seminar of economic journa¬ 
lists which concluded its deli¬ 
berations on January 29, in 
New Delhi, called for a “global 
frame*’ to solve the problems 
arising out ofinfiation and the 
high cost of energy. A state¬ 
ment, adopted by the 100-odd 
economic journalist from 24 
countries attending the semi¬ 
nar, said that the crisis would 
deepen if each country looked 
to only its own interests. 

The statement said that the 
ultimate solution lay in build¬ 
ing up a “mutually reinforcing 
pattern of co-operation” based 
on the “optimum utilisation of 
the monetary, scientific and 
technological resources of the 
industrial nations, a part of the 
monetary surpluses and na¬ 
tural resources of OPEC count¬ 
ries, and of the raw materials 
and human skills from other 


developing countries/’ This 
triangular approach would have 
to be supported by an improve¬ 
ment in the terms of trade of 
the developing countries and 
compensatory transfers of 
capital to help them meet the 
immediate burdens. 

During its six-day delibera¬ 
tions, the seminar was addres¬ 
sed by a number of promi¬ 
nent persons, including Mr 
Claude Cheysson of the Euro¬ 
pean Economic Community, 
Mr Ahmed Kouross, Iran’s 
deputy minister of Economy, 
Dr K.B. Fall, India’s envoy for 
economic affairs in Europe, 
central ministers and heads of 
leading Indian institutions and 
business houses. 

UNDP Aid for 
Power Projects 

The United Nations Deve¬ 
lopment Programme is assist¬ 
ing this country in its two 
power projects, which are 
designed not only to augment 
the existing capacity by pos¬ 
sible use of geothermal energy 
but also to increase the effi¬ 
ciency of the national grid. It 
is expected that, by 1979, the 
required plant capacity will 
be about 40,000 MW, double 
than the present capacity. 
Although the central and state 
governments are designing 
and constructing thermal, 
hydro-electric and nuclear 
plants to cope with the grow¬ 
ing demand for power, geo¬ 
thermal power as a source of 
electrical power is sought to 
be pressed into service to 
decentralise power distri¬ 
bution. 

So far, 250 thermal spring 
localities have been identi¬ 
fied by the Geological 
Survey of India, with Uttar 
Pradesh and Maharashtra 
having sizable geothermal po¬ 
wer resources. As the cost of 
power generation with con¬ 
ventional thermal plants in 
these slates is high involving 
long distances for transpor¬ 
tation of coal, it is necessary 
to determine the economic 
viability of geothermal power. 

Fall in World Rice 
Production 

World rice production in 
1974—mostly for consump- 
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tion in 1975—declined by three 
million tonnes to 319 million 
tonnes, the Food and Agri¬ 
culture according to Organisa¬ 
tion (FAO). The main cause 
was unfavourable weather, 
in south Asia, the major 
rice producing region. The 
entire shortfall was concent¬ 
rated in importing coun¬ 
tries while exporting coun¬ 
tries increased their produc¬ 
tion. The FAO inter-govern¬ 
mental group on rice had a 
week-long meeting with parti¬ 
cipation of rice experts from 
40 countries. The group con¬ 
cluded that with world export 
availabilities larger than in 
1974, and part of the import 
demand diverted to less expen¬ 
sive cereals, such as wheat, 
the cxp>rl supply and import 
demand situation for rice in 
1975 seemed to be more in 
balance than in the previous 
two years. However, world 
reserve stocks of rice were un¬ 
likely to be icplenishcd to any 
appreciable extent this year. 

Scientific Cooperation 
with Soviet Union 

The Soviet Union and India 
have worked out a long-term 
programme of scientific co¬ 
operation for 1975-80 which 
will open up a vast vista of 
joint research. Mr I,. Yefre¬ 
mov, First Deputy Chairman 
of the Slate Committee on 
Science and Technology of the 
Soviet Union recently said, 
the programme “specifies the 
field of science and technology 
where cooperation can pro¬ 
duce practical benefit for both 
India and the Soviet Union/' 
The programme envisages co¬ 
operation in producing che¬ 
mical products, liquid fuel 
and synthetic gas from coal. 
In the held of light industry, 
Mr Yefremov said, the two 
countries would cooperate 
in the production, mixing, 
processing and dyeing of syn¬ 
thetic and natural fibres and 
fabrics as well as in the utili¬ 
sation of waste nutters and the 
processing of hides and skins. 
Regarding corporation in 
non-conventional energy. Mr 
Yefremov indicated coope¬ 
ration in the use of restorable 
sources of energy, such as 
solar and geothermal energy. 

Stressing the importance of 
eastern economist 


agriculture an hydro-power 
development, he pointed out, 
the cooperation in this field 
envisaged transfer of water 
from one i ;ver basin to another. 
Soviet and Indian engineers 
would pool their efforts in 
designing industrial and other 
projects in tropical and highly 
seismic conditions as also in 
the development and applica¬ 
tion of new building materials. 

World Bank Raises 
Lending Rate 

The World Bank announced 
on January 23 that it had 
increased the rate of interest 
charged on loans to it*' borrow¬ 
ers from 8 per cent to 8.5 per 
cent per annum. The increase 
affects loans committed by the 
bank on or after February 1. 

India - Hungary Trade 
Protocol 

India and Hungary signed 
a Lradc protocol recently at 
Budapest providing for an 
overall turnover Rs 81.5 
irores. Indian exports under 
the protocol will be around 
Rs 40 crores and Hungarian 
exports around Rs 41.5 cro¬ 
res. Apart from the traditional 
items such as groundnut oil¬ 
cakes, paper, coffee etc, the 
protocol provides for export 
of several non-tradiuonal 
goods from India such as mild 
steel tubes and fittings, tinned- 
fruit juices, confectionery, 
chemicals and engineering pro¬ 
ducts such as air compressors, 
dry cell batteries and hand 
tools. Imports from Hungary 
will include steel and steel 
products, chemicals, drugs 
and medicines, high pres¬ 
sure gas cylinders, machine 
tools and conveyor belts. 

Indo-Polish 

Collaboration 

India and Poland signed 
on January 24 a protocol 
giving a new dimension to 
the economic cooperation 
involving sophisticated tech¬ 
nology. Under the protocol 
a programme is being drawn 
up by the two side for sup¬ 
plies of equipment and draw¬ 
ings by India for the expan¬ 
sion of the coke oven units in 
Polish steel plants. The proto¬ 
col, outlines cooperation 


between the two countries 
in mining industry and 
machinery, fisheries, agricul¬ 
ture, shipbuilding, shipping, 
electronics, heavy and machine 
building industry. Poland 
will be importing more Indian 
machinery and equipment, and 
has agreed to help India set 
up, a trawler construction 
yard, and supply 300,000 dwt 
of ships, including one bulk 
carrier and two product car¬ 
riers. Poland also agreed to 
consider possibilities of 
placing orders for hulls on 
Indian shipyards according 
to Polish specifications, cast¬ 
ings and forgings, EOT cran¬ 
es, flat bogies and cable ma¬ 
chinery. The two sides agreed 
to consider transfer of tech¬ 
nology and trade in electro¬ 
nics. Poland is also to help 
India in mining, coal industry, 
metallurgy, organic inter¬ 
mediates. pesticides. mole¬ 
cular biology and irrigation. 

Rs 50-crore Annual Plan 
for Delhi 

The Plan outlay for the union 
territory of Delhi for J975-7o 
has been fixed at Rs 50.50 
crores against the current 
year's outlay of Rs 45 crores 
at a meeting between the Chief 
Executive Councillor, Mr 
Radha Raman, and the Plan¬ 
ning Commission. The cen¬ 
tral assistance remains un¬ 
changed at Rs 41 crores. Delhi 
had been allowed to increase 
its internal resources from Rs 
4 crores in the current year to 
Rs 10.50 crores in the next 
year. The commission had 
approved the Plan outlay of 
Rs 49 crores for ihc next year 
and had agreed that the sav¬ 
ings of Rs 1.50 ciores to Rs 2 
crores from the current year 
should be carried over to next 
year. The Delhi Adminis¬ 
tration plans to give priority 
to the generation of power, 
irrigation facilities, small 
industries and improvement of 
slum areas. 

Textile Exports Go Up 

Textile exports have hit a 
record figure of Rs 330.39 
crores, in the calendar yeai 
1974 against Rs 226.36 crores 
in 1973. According to figures 
released by the Cotton Textile 


Export Promotion Council* tbe 
volume of piecegoods exported 
has actually gone down from 
631 million sq metres in 1973 
to 481 million sq. metres in 
1974, but because of price in¬ 
flation earnings from piece- 
goods have shot up from Rs 
137.58 crores to Rs 164.37 
crores. In the ready-made 
garments there has been a 
spectacular increase from Rs 
47.64 crores to Rs 88.29 
crores. Hosiery exports have 
also jumped from Rs 1.75 
crores to Rs 4.97 crores, while 
other items have fetched Rs 
51.96 crores against Rs 26.32 
crores. Yarn exports contri¬ 
buted Rs 20.80 crores from 
12.6 million kg against Rs 
13.07 crores from 11.9million 
kg in 1973. 

HMBP’s Record 
Production 

The Heavy Machine Build¬ 
ing Plant, a unit cf "he Heavy 
Engineering Corporation, 
Ranchi, touched a new high in 
the production of mechanical 
equipment. Its cumulative 
production of equipment and 
structurals during this finan¬ 
cial year (April to December, 
1974) is worth Rs 359 million 
against Rs 240 million over the 
corresponding period last year. 
A notable feature of the cur¬ 
rent production is that the 
plant is clearing up its back¬ 
log of pending orders. 

The revamping of the 
28" bar mill at the metal and 
steel factory, Ishapuf, doubling 
its capacity from 25,000 ton¬ 
nes to 50,000 tonnes of assort¬ 
ed sizes of alloy steel billets has 
been executed. The plant has 
completed supply of all equip¬ 
ment for the slitting and trim¬ 
ming line for Indian Alumi¬ 
nium Company for their plant 
at Taloja near Bombay. Both 
the jobs were taken up as 
turn-key projects and all 
equipment was designed by the 
plant's engineers. It has also 
executed the order for sophis¬ 
ticated equipment for the 
cold reversing strip mill re¬ 
quired by Advance Mills at 
Ahmedabad. The mill is de¬ 
signed to turn out 1 mm thick 
(minimum) stainless steel 
strips to be used mostly in 

JANUARY 31, 1975 


' 246 



food processing units and in 
making utensils* 

Another achievement is the 
completion of the assembly 
of the magnet for cyclotorn 
for the Bhabha Atomic 
Research Centre, Calcutta. 
The magnet frame weighs 262 
tonnes and comprises yoke 
slabs* pole pieces and Dee 
tank cover assembly. 

HMBP will be completing 
supplies of equipment for 
Bokaro’s first stage of 1.7 
million tonnes by next month. 
HMBP has supplied equipment 
for about 180 electrolytic 
reduction cells required by 
Bharat Aluminium at Korba. 
Each cell weighs 67 tonnes. In 
all HMBP is to supply 27,000 
tonnes of equipment valued at 
Rs 21 crores. 

State Units to Get 
Public Deposits 

Public sector units will be 
allowed to invite fixed depo¬ 
sits from the public. A begin¬ 
ning is being made with the 
Bharat Heavy Electricals and 
Scooters India Ltd. A large 
number of public sector under¬ 
takings are running short of 
working funds. Financial insti¬ 
tutions and banks cannot help 
them because of the tight 
credit policy. In any case, 
bank credit is much costlier 
than public deposits. It has 
therefore, been decided that 
the public sector should adopt 
the same remedy that the 
private sector has resorted to, 
namely* inviting public deposits 
at attractive interest rates to 
reinforce working funds. Some 
stringent checks may soon be 
imposed to discourage indis¬ 
criminate resort to public de¬ 
posits. 

5 100 Million EEC Aid 

The nine governments of 
the European Economic Com¬ 
munity have decided to pay 
out another $ 100 million to 
help the countries worst hit 
by the increase in oil prices. 
This is in addition to $ 150 
million paid last year. The 
contributions are part of a 
$ 3,000-million fund first pro¬ 
posed by the EEC Commis¬ 
sioner for Development Aid, 
Mr Claude Cheysson. Of the 
$ 100 million agreed on now 
only $ 33 miUioh will be paid 


directly into the UK fund. 
The rest will be distributed by 
the nine-nation Community. 

Non-banking Firms' 
Deposits 

The Reserve Bank of India 
has reduced the quantum of 
deposits the non-banking finan¬ 
cial and non-financial com¬ 
panies could take from the 
public in the form of unsecured 
loan from 25 per cent to i5 
per cent of their paid-up capi¬ 
tal and free reserves as dimi¬ 
nished by the balance of accu¬ 
mulated loss. The reduction 
in ceiling applies to deposits 
in the form of unsecured loans 
guaranteed by directors of the 
companies and deposits raised 
from shareholders. The bank 
has directed that such compa¬ 
nies having deposits of these 
categories in excess of 15 per 
cent of their paid-up capital 
and free reserves would wipe 
out ilie excess by December 
31, 1975. 

Companies conducting 
prize chil/lucky draws/savings 
schemes, etc. which are gov¬ 
erned by another set of direc¬ 
tions issued by the bank and 
which have been allowed time 
up to the end of September 
1976 to wipe out any excess 
of the guaranteed loans/ 
shareholders’ deposits over 
the existing ceilings of 25 per 
cent arc now required to bring 
down their outstandings in res¬ 
pect of the unsecured loans 
within the reduced ceiling of 
15 per cent by December 31, 
1976. 

£ 20 m UK Loan 

Britain has offered India a 
further interest-free loan of 
£20 million in addition to £75 
million pledged at the Aid 
India Consortium meeting in 
Paris in June last. 

The total of £95 million for 
the current financial year is 
the largest amount ever pro¬ 
vided by the UK to India. 

The new loan is part of the 
British contribution to the 
United Nations emergency 
programme to assist develop¬ 
ing countries most seriously 
affected by the rise in the prices 
of oil and other commodities. 

It will be used for the pur¬ 
chase of materials and compo¬ 
nents in Britain required to 


maintain the level of India's 
industrial and agricultural 
production. India proposes 
to use part of the loan to 
buy fertiliser which it badly 
needs. 

Indo-Zambia Pact 

India and Zambia have 
called upon the developing 
countries to come closer in 
economic, technological and 
scientific fields to meet the 
“grave difficulties" faced by 
them. 

In a joint communique 
issued at the conclusion of 
President Kenneth Kaunda’s 
four-day state visit to India, 
the two countries urged the 
developed nations to regulate 
their relationship with the 
developing countries on a 
basis “which would be just 
and equitable." 

Reviewing the economic and 
technical relations between 
the two countries, the two 
leaders agreed to increase and 
diversify them in the economic, 
commercial, technical, scien¬ 
tific, technological and cul¬ 
tural fields. For this purpose 
they signed three agreements 
and a protocol emphasising 
the intention cf both the 
countries to strengthen and 
expand their relations further. 

OPEC Oil Price Freeze 

The world’s major oil ex¬ 
porting countries are preparing 
to offer a five-year freeze on 
oil prices in real terms as their 
contribution to a construc¬ 
tive dialogue with consumer 
countries. The Algerian Oil 
minister, Mr Belaid Abdes- 
salem, proposed to Oil 
and Finance ministers of 
the Organisation of Petro¬ 
leum Exporting Countries 
(OPEC) that this should form 
the main plank of OPECs 
approach to its customers. 

This proposal, which won 
widespread support at the 
OPEC conference at Algiers 
on January 27, will form the 
basis of an OPEC working 
paper setting out their position 
towards the consuming coun¬ 
tries which OPEC heads of 
state will consider at a summit 
conference in Algiers in about 
one month. 

delegate to the Con¬ 
ference said Iran would agree 


to stabilising the oil price at 
current levels, with rises only 
to counter the effects of 
inflation. 

Fall in Petrol 
Consumption 

Petrol consumption by 
Indian motorists came down 
by 35 per cent in the face of 
the present world oil crisis, 
according to Mr S. B. Rudhi- 
raja managing director of the 
Oil Corporation of India, 
Mr Budhiraja, said the off¬ 
take of heavy duty furnace 
oil had also dropped by 
about 10 per cent as a 
result of the corporation’s sus¬ 
tained campaign to persuade 
the oil-fired industrial boilers 
to switch ove* to coat. Mr 
Budhiraja said as part of its 
campaign the corporation 
would shortly open three more 
fuel efficiency service cells at 
Madras, in the Ahmedabad- 
Baroda region and in the 
north. 1 here are already 
thice such cells at Bombay, 
Calcutta and Coimbatore. 

FIEO Team to S~E Asia 

The Federation of Indian 
Export Organ isatiops (FIEO) 
is exploring the possibility of 
rendering consultancy {services 
to south-east Asia. In pur¬ 
suance of this objective, a five- 
member delegation, sponsor¬ 
ed by the federation, left on 
January 27 on a lour of Singa¬ 
pore, Malaysia, Indonesia, 
the Philippines and Thailand. 
The team headed by Mr 
M.M. Suri Managing Director, 
M. M. Suri, and Associates, 
will spend about 25 days in 
these countries. A large num¬ 
ber cf projects in the south¬ 
east Asian region are being 
financed by the Asian Develop¬ 
ment Bank (ADB) and Indian 
consultants have a very useful 
role to play in such projects. 

According to FIEO, 
Malaysia offers good po¬ 
tential for industrial 
and infrastructure projects 
such as machine tools; 
molasses-based industries, 
calcium carbide, rubber- 
based industries, hand tools, 
automobile spares, railways 
equipment etc. There is also 
scope for consultancy ser¬ 
vices exports to Indonesia in 
the field of mining, railways, 


ummMwmmt 


247 


JANUARY 31 , 1975 



electricity* road and bridge" 
building. 

During its visit, the 
team will have discussions with 
various procurement agen¬ 
cies, government as well as 
private, about their program¬ 
mes and the consequent re¬ 
quirements of consultancy 
services. Specific fields will 
be identified and sources of 
availability of know-how 
indicated to the parties con¬ 
cerned. The team will also 
explore the possibility of col¬ 
laborating with consultants 
from developed countries 
already operating in the re¬ 
gion and associate with 
them for projects aided by 
international agencies. Since 
most countries in the south¬ 
east Asian region are still in 
the process of development, 
Indian consultancy, which is 
tailor-made to suit the needs 
of co-developing nations, 
will be in good demand in the 
region. 

lA’s Rs 100-Crore Plan 

Synchronising with the 
nation’s fifth Plan Indian 
Airlines is likely to have a 
separate five-year plan of Rs 
100 crorcs. Indian Airlines 
has already received approval 
in principle from the union 
government to go ahead with 
the plan. This would be a 
self-financing pi eject, resour¬ 
ces for which would be gene¬ 
rated internally, IA would seek 
central loans to me t any ad¬ 
ditional fund requirements. 
The IA plan, outside the pur¬ 
view of the Planning Commis¬ 
sion, would be utilised mainly 
for the expansion programme 
of the airline including acqui¬ 
sition of wide-bodied jets such 
as L<x khced Tristars, DC- *0-110 
ami Airbus 330 B2. Indian 
Airlines’ jet fleet capacity will 
need expansion to cater lor 
the growing passenger traffic 
and to fill up the gaps created 
by the phasing out of current 
uneconomic aircraft like Cara- 
vellcs and shedding of char¬ 
tered Air India 707 services. 
Keeping in view the techno¬ 
logical advances in aircraft 
design Indian Airlines is pre¬ 
sently evaluating different 
types of aircraft to obtain a 
fleet mix. A final decision on 
the acquisition of wide-bodied 


aircraft is likely to be taken 
shortly. 

IFC Programme for 
Less Developed Areas 

The Industrial Finance 
Corporation of India (IFC) 
has sponsored a new pro¬ 
gramme to promote industrial 
projects in less developed 
areas of the country. The 
programme envisages training 
of technologists and entre¬ 
preneurs and providing them 
guidance from leading specia¬ 
lists in both private and public 
sectors. Finance for viable 
projects in less developed re¬ 
gions is already being provided 
by the corporation at conces¬ 
sional rates of interest. The 
first programme in the sscrics 
is being held in Puri, Orissa, 
from February 1 to 6, 1975. 
This will be followed by simi¬ 
lar programmes in other in¬ 
dustrially backward regions 
and in [css developed areas 
of developed states. The Puri 
programme will have focus on 
problems faced in launching 
industrial ventures in Orissa 
and in bringing them on a 
sound footing. The program¬ 
me is being organised by 
the Management Develop¬ 
ment Institute, a body spon¬ 
sored by IFC. 

The corporation has given 
to the University of Delhi 
Rs 800,000 to promote ad¬ 
vanced research in the field of 
industrial management. 


derabte extent. Production 
continued to dip in a few core 
sectors, especially in chemical 
fertilisers where production 
during the nine-month period 
was low compared to the 
corresponding period of 1973, 
though there were signs of 
revival in December. 

Public sector undertakings 
however registered an 
overall growth rate of 12.7 
per cent during the first three- 
quarters of the current fiscal 
year over the corresponding 
period last year. In terms of 
value, Hindustan Photo Films 
Limited of Ottacamund, once 
considered a sick plant, regis¬ 
tered outstanding perfor¬ 
mance of 109.7 per cent in 
crease in output during the 
period, followed by the Ma- 


chine tools Corfwratioft 
of India which showed eft 
inciease of 85.4 per cent in- 
output. The Hindustan Ma¬ 
chine Tools, which has units 
in different parts of the coun¬ 
try, registered an increase of 
64.9 per cent in output during 
the three quarters period while 
Mining and Allied Machinery 
Corporation Durgapur’s show¬ 
ed increase of 38.2 per cent 
Other notable public sector 
units registering substantial 
increase in theii output during 
the nine-month period are : 
Bharat Heavy Plates and Ves¬ 
sels, Visakhapatnam (34.7 
per cent), Bharat Heavy Elec¬ 
tricals Limited (33.1 per cent), 
Garden Reach Workshops 
(29.6 per cent) and Heavy En¬ 
gineering Corporation (27.3 
per cent). 






EASTERN ECONOMIST 


Industrial Growth 
Rate Up 

The ovciall growth rate 
for the industrial sector during 
the first three quarters of the 
current fiscal year is estimated 
at around four per cent against 
the target of 7.5 per cent for 
the full year. The improve¬ 
ment in production could be 
traced mainly to the efforts 
made by the different econo¬ 
mic ministries to remove bol- 
tlcnccks in production. Power S 
position continued to be crili- § 
cal while some of the indus- § 
trial raw materials remained § 
scarce. But as a result of | 
monitoring by the ministry of s 
Industry, constraints in the I 
way of higher production § 
could be removed to a consi- i 

248 


Shriram Bearings 
Limited 


General notice is hereby given to the members of 
the public In terms of Rule 4-A of the Monopolies 
and Restrictive Trade Practices Rules, 1970 that 
the Company intends to make an application to 
the Central Government in the Department of 
Company Affairs, under Section 21 of the Mono¬ 
polies and Restrictive Trade Practices Act, 1969 
about its proposal to take up the manufacture of 
60 nos. of Ball Making Machines (Bail Flashing 
Machines, Ball Grinding Machines, Ball Lapping 
Machines and Ball Tumbling Machines) per annum 
at its existing factory at Ranchi, Bihar. 

Any person interested in the matter may, if he so 
desires, intimate to the Central Government in the 
Department of Company Affairs, within fourteen 
days from the date of publication of this notice, 
his views with regard to the above proposal and 
also the nature of his interest therein. 


Registered Office, 
Ppst Box No. 1232, 
dara Hindu Rao, 
Delhi-110006. 


R. K. 60EL 

Secretary 
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COMPANY 
AFFAIRS 


Decline Persists 

Equities, continued to move 
down further on the slock ex¬ 
change. The end of ihe^dock 
strike and the report that 
industrial output in certain 
sectors had increased further 
during December last failed to 
cheer marketmen. The stock 
exchange fraternity viewed 
with great concern the conti¬ 
nued stalemate in the jute 
workers strike and the increase 
in power cuts in Maharashtra 
and Tamil Nadu. Lack of insti¬ 
tutional support and fears of 
heavy dose of taxation in the 
forthcoming central budget to 
cover the mounting deficit fur¬ 
ther dampened market senti¬ 
ment. As a result businessuirn- 
over remained poor. Price 
movements were narrow and 
the undertone easy. In the pre¬ 
vailing mood it looksasthough 
the investment climate is not 
likely to improve unless some 
positive measures are taken by 
the government to boost the 
morale of the market, 

Albright Morarji 

Although sales of Albright 
Morarji and Pandit have gone 
up appreciably to Rs 5.78 
crores from Rs 4.79 crorcs, the 
gross profit was marginally 
lower at Rs 1.18 crores during 
the year ended October 31, 
1974 as compared to Rs 
1,22 crores in the previous 
year. Considering the Loss of 
production for the first two 
months because of the labour 
trouble and escalation m cost, 
this is indeed not a bad per¬ 
formance. The equity dividend, 
however, had to be restricted 
to 6.5 per cent because of the 
dividend ordinance, In 1972-73, 
the company paid an equity 
dividend of 15 per cent. Out 
of the gross profit, the direc¬ 
tors nave appropriated a sum 
of Rs 26.22 lakhs to depr¬ 
ivation reserve as against Rs 


25.52 iakhsin 1972-73 while the 
allocation to development re¬ 
bate reserve was reduced by 
Rs 10,000 to Rs 16,000. In 
1972-73, a sum of Rs 64.60 
lakhs was earmarked for taxa¬ 
tion but during the year under 
review no provision has been 
made for taxation which is esti¬ 
mated at Rs 64.30 lakhs. The 
erection and installation of the 
plant and machinery lor doub¬ 
ling the annual production ca¬ 
pacity for sodium trypoly- 
phosphuteto 25,000 tonnes was 
almost completed at the end 
of the year. The expanded 
plant is working quite satis¬ 
factorily despite such const¬ 
raints as power, furnace oil 
and kerosene oil. 

Gar ware Nylons 

Despite acute shortage of 
eaprolactum, particularly in 
the beginning of the year and 
severe power cuts, the turn¬ 
over ofGarvvarc Nylons during 
the nine-month period ended 
December 1974, was higher at 
Rs 9.94 crores as compared to 
Rs 8.71 crores in the corres¬ 
ponding period of the pre¬ 
vious year. Sales during 1974- 
75 are expected to be around 
Rs 14 crores, Rs I crorc 
more than in 1973-74. T he pro¬ 
fitability of the company so 
far has been quite satisfactory 
despite the steep rise in cost 
of raw materials. The company 
has made a considerable head¬ 
way in the implementation 
of its expansion programme 
for setting up a project for the 
manufacture of polyester fila¬ 
ment yarn. It has also made 
goodl progress with regard to 
its de-polymerisation project. 
This plant is expected to be 
commissioned during the 
second quarter of this year. 

The company is also setting 
up a joint venture project in 
Malaysia for manufacture of 
nylon yarn, twine, cords ol all 


varieties in the first stage, poly¬ 
ester and synthetic yarns in 
the second stage and the manu¬ 
facture of raw materials from 
which such yarn can be manu¬ 
factured in the third stage. A 
new company styled Garwarc 
Fabrics is to be incorporated as 
n 100 per cent subsidiary of 
the company. This project will 
serve as a pilot plant for the 
training of the Malaysian per¬ 
sonnel as also to undertake 
more research and develop¬ 
ment work. 

Madras Rubber 

The directors of Madras 
Rubber Factory have proposed 
to issue bonus shares in the 
ratio of one share for every two 
shares held by capitalising a 
sum of Rs 121.87 lakhs out 
of its reserves. The directors 
have also proposed to main¬ 
tain the equity dividend at 12 
per cent. Meanwhile the com¬ 
pany has reported impressive 
improvements in its working re¬ 
sults during the year ended 
September 30, 1974. Sales dur¬ 
ing the year jumped to Rs 59.35 
crores from Rs 40.30 crores 
while gross profit shot up to 
Rs 4.47 crores from Rs 3.05 
crorcs in 1972-73 . Out of this 
gross profit, the directors have 
set aside a. sum of Rs 123.82 
lakhs to depreciation reserve 
as against Rs J 20.10 lakhs in 
1972-73 while an amount of Rs 
51 lakhs was transferred u> 
development rebate reserve as 
compared to Rs 57 lakhs in 
the earlier year. No separate 
provision has been made for 
taxation in 1973-74 but the 
lax liability estimated at Rs 
120 lakhs will be paid out of 
the general reserve. It is ex¬ 
pected that there will be a 
substantial rise in output with 
a better utilisation of capacity 
of the Goa unit. The licenced 
capacity of four lakh tyres and 
tubes at Goa is likely to be 
reached during the current year 
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with a progressive rise in pro¬ 
duction. 

The company has received 
a letter of intent for doub¬ 
ling the capacity of this plant 
to eight lakh tyres and 
tubes per annum. The company 
has also received the 
governments' approval for 
transfer to Arkonam, a dec¬ 
lared backward area, an an¬ 
nual capacity of 250,000 tyres 
and tubes from the Madras 
plant which has a licensed capa¬ 
city of one million tyres and 
tubes per annum. But in view 
of the severe power cut in Tamil 
Nadu no effective steps have 
been taken to transfer the capa¬ 
city. However, production of 
tyres and tubes at the Mad¬ 
ras plant is boing maintained 
at the maximum possible 
level within the prevailing 
power constraints in Tamil 
Nadu. 

Central Bank 

The deposits of the Central 
Bank of India has crossed Rs 
1,000-crorc mark and have 
touched the level of Rs 1,025 
crores at the end of 1974. 
Deposits increased during the 
year by as much as Rs 91 crores 
or 9.7 per cent as against a rise 
of 13.4 per cent recorded by the 
banking system as a whole in 
1974. But, if the yardstick of 
rise in the growth of average 
deposits throughout 1974 was 
applied, which would be more 
truly refiective of the funds 
at the disposal of the bank, 
the growth rate of average de¬ 
posits worked out at 15.2 per 
cent for 1974 for the bank 
as against 16.7 per cent for 
all the scheduled commercial 
banks in the country. Loans 
and advances during the 
year rose by Rs 54 crores to 
678 crorcs. The growth rate 
of advances in this case also 
was lower at 8.7 per cent as 
compared to 12.1 per cent for 
the entire banking system. 
However, the average advances 
of the Central Bank, worked 
out at 23.3 per cent as against 

20.3 per cent recorded by the 
banking system as a whole. 

Including exports, the im¬ 
provement in the share of 
priority sector advances in 
total credit has been from 

19.3 per cent to 28.7 per cent 
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from the date of nationalisa¬ 
tion until the end of Decem¬ 
ber 1974, making a total of 
Rs 194.48 crorcs. While ex¬ 
ports accounted for the in¬ 
crease of Rs 23.27 crores. the 
increase was more marked at 
Rs 57.47 crores in agricultural 
advances. The share of Central 
Bank at Rs 76.58 crorcs, in the 
total public* sector banks’ agri¬ 
cultural advances was over 
12.5 per cent as at the end of 
1974. Nearly two lakh farmers 
have been directly benefited 
by the various schemes under 
which the’Bank has been in¬ 
creasing its commitment to 
agriculture. During 1974 Cen¬ 
tral Bank opened 54 branches 
carrying the total number of 
cilices as at the end of last year 
to 1219. 

A look into the representa¬ 
tion of branches as at the 
date of nationalisation and 
as on December 31, 1974, re¬ 
flects not only the maturing 
of the Bank as an all-India 
Institution, but also indicates 
its predominant bias in favour 
of opening offices in rural 
and semi-urban areas in 
consonance with the national 
policy. Thus, as against the 
total number of branches in 
India at 570 on July 19, 1969. 
the total number of branches 
at the end of 1974 was 1219 
which showed an increase of 
649 branches, out of which 516 
opened at rural & semi-urban 
centres. The Bank has on 
hand 82 licences for opening 
new branches. In the rolling 
plan for the three year period 
submitted to Reserve Bank of 
India for approavai, applica¬ 
tion have been made for 568 
new branches. 

The bank, it seems, has 
achieved the highest-over pro¬ 
fit in 1974. According to Mr 
D.V lancja, the Banks Chair¬ 
man, the bank’s profit for 1974 
will be “many! lines more” than 
for 1973. The final figure of 
profit after various allocations, 
is expected to be available only 
next month. In 1973, the bank’s 
gross profit was Rs 2.95 crores 
and after making appiopria- 
lions, a sum of Rs 16 lakhs 
was transferred to the central 
government. 

Bayer (India) 

Bayer (India) has obtained 
the consent of the Controller 


of Capital Issues for a further 
issue of 32,250 equity shares 
of Rs 100 each at a premium 
of Rs 100 i.c. at a price of 
Rs 200 per share. The Board 
has decided that out of these 
shares, the Indian sharehol¬ 
ders will be offered rights 
in the proportion of one share 
for every six shares held and 
the balance to the company's 


.employees in such a manner 
that nont of them gets more 
than 20 shares. The proposal, 
1 to we vc r, is subject to the 
approval of the shareholders. 

Consolidated Coffee 

In his annual address to the 
shareholders of Consolidated 
Coffee Ltd, the Chairman Mr 
M.A. Srcenivasan has high¬ 


lighted the treptendq^s prip*- 
gress made by the company 
during the five year period 
ended 1973-74. It is gratifyjfg 
to note that the gross income, 
profit before tax and profit after 
tax have all doubled during 
this period. Moreover the com¬ 
pany’s investments in sfcaxts 
and securities have more than 
trebled. Reserves have record- 
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ed an increase of Rs 35 lakhs, 
after the drawing of Rs 71.5 
lakhs during 1973-74 for the 
issue of bonus shares in the 
ratio of two shares for every 
five shares held. Although the 
average crop harvested in 
the company’s estates has ten¬ 
ded to be stagnant over the 
years, due mainly toextnensive 
new clearings and replant¬ 
ings that have been done in the 
last five years at a total cost of 
Rs 26.50 lakhs, the crops har¬ 
vested are expected, as a result 
of these operations, to show 
substantial increases in future 
years. 

There is too much political 
obsession with agricultural 
land with the result that agri¬ 
cultural land has become the 
platform, if not the playground 
of politics, with each party 
vying and wishing to excel the 
other, in land reforms. This in¬ 
spite of the fact that even Pandit 
Nehru declared years ago that 
there should be an end to land 
reforms. It is often said that 
land should be distributed 
among the landless. The wis¬ 
dom of such a policy is ques¬ 
tionable for it is common 
knowledge that even if all the 
arable land in the country is 
distributed among the land¬ 
less there would hardly be an 
acre for each. Moreover such 
catchy slogans as, “land to 
the tiller” are often raised to 
please the masses and to catch 
more votes. But stripped of 
its populist trappings to say 
“land to the tiller” would ap¬ 
pear no more respectable or 
rational than to say, “cloth to 
the weaver” or “curry to the 
cook.” These empty slogans 
and absurd policies obviously 
can lead us nowhere. This 
exercise of distribution of 
land will naturally lead to capi¬ 
tal starvation of agriculture 
on the one hand and mere sub¬ 
sistence farming on the other. 

It is high time that we follow 
the footsteps of such countries 
as Australia and Canada where 
land is not politicalised and 
where agriculture is free and 
unhampered by irksome laws 
and levies and where sky is 
the only ceiling. So it is ear¬ 
nestly hoped that a time of 
emergency and crisis like the 
present, the political inhibi¬ 


tions and prejudice will be cast 
aside and all out efforts will be 
made not only to attain high 
levels of productivity and earn 
foreign exchange but also to 
provide gainful employment 
and amenities to workers. The 
state of Karnataka is expected 
to give a hold lead in this 
direction. 

Victor Gaskets 

Taking advantage of the 
prevailing shortage of piston 
rings, Victor Gaskets India 
Ltd, a prominent producer of 
gaskets, is launching a project 
for the manufacture of piston 
rings at Nasik. Initially, the 
plant will have an annual pro¬ 
duction capacity of 15 million 
units. The capacity will be 
doubled in the second phase of 
the project to be taken up after 
two years from the start of 
production. The company has 
made considerable progress 
in the implementation of the 
project. It hopes to complete 
the installation of plant and 
equipment by Seplember- 
October and start production 
on a commercial scale in Janu¬ 
ary 1976, 

The company is expected 
to enter the capital market 
some time in September 
under its new name, Per¬ 
fect Circle Victor Ltd, with a 


fresh equity issue of Rs l crore. 
Dana Corporation, the com¬ 
pany’s US collaborators, who 
are one of the world leaders 
in automobile anciliaries, will 
take up shares worth Rs 30.40 
lakhs. The Indian promotors 
will subscribe to equity shares 
worth Rs 21.44 lakhs. The 
remaining equity capital of 
Rs 48 J 6 lakhs will be 
offered to the public for subs¬ 
cription. A part of capital 
outlay to the tune of Rs 2.10 
crorcs will be raised as insti¬ 
tutional loans. Victor Gaskets 
has earned a pre-tax profit of 
Rs 30 lakhs on a turnover of 
Rs 2.60 crores during the 
year ended September 30.1974. 
With the Nasik project gene¬ 
rating additional business, its 
turnover is expected to jump 
to Rs 6 crores in 1977-78. 
The company hopes to declare 
a handsome dividend out of 
the profits earned in 1977-78. 

Regal Papers 

Regal Papers has commenc¬ 
ed production of mirror finish¬ 
ed high gloss cast coated paper 
and board. This kind of paper, 
it is claimed, is being produc¬ 
ed for the first time in Asia 
outside Japan. It is interesting 
to note that this venture has 
been promoted entirely with 


indigenous technical know¬ 
how and raw materials without 
seeking any foreign collabo¬ 
ration whatsoever. Its plant 
thus represents a major break¬ 
through in high grade coated 
paper and board in the country 
which will not only serve us a 
substitute for imports but also 
pave a way for higher exports. 
It is estimated that the com¬ 
pany can earn foreign exchange 
to the tunc of Rs 50 lakhs 
annually. 

The company has an au¬ 
thorised capital of Rs l 
crore. It went public in early 
1973 by raising capital to 
the value of Rs 28 lakhs, 
comprising Rs 21 lakhs in 
equity and the balance of Rs 
7 lakhs in 9.5 percent redeem¬ 
able cumulative preference 
shares. To supplement the 
capital further, it proposes to 
go in for a rights issue by the 
end of this month to the extent 
of Rs 7 lakhs consisting of Rs 
5.25 lakhs in equity and Rs 
1.75 lakhs in preference. The 
shares will be offered in the 
proportion of one for four to 
those whose names appear on 
the register of the company 
as on January 28. , 

Unit Trust 

The Trust Laws (Amend¬ 
ment) Ordinance, to further 
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amend the Indian Trusts Act,* 
and the Unit Trust of India 
Act, was promulgated on Ja¬ 
nuary 7, 1975. Prior to the 
promulgation of this ordi¬ 
nance, income up to Rs 3,000 
for units in the Unit Trust of 
India and other specified cate¬ 
gories of investments was ex¬ 
empt from income-tax under 
Section 80L of the Income Tax 
Act, 1961. Also, investment 
up to Rs 1.5 lakh in units 
and other specified invest¬ 
ments was exempt from wea 11 h- 
tax. With the promulgation of 
the ordinance two further 
specific tax reliefs have been 
granted exclusively to unit¬ 
holders. 

These reliefs, in respect of 
income-tax and wealth-tax, 
have been made applicable 
from the assessment year 
1975-76. The assessment year 
relates to the income and 
wealth of the assessccs of the 
previous year. Tile assessccs 
will, therefore, get the benefits 
on tax assessment in respect 
of income from units which 
they have already received du¬ 
ring the current year 1974-75, 
as also for their holdings of 
units during J 974-75 for the 
purposes of wealth tax. In¬ 
come up to Rs 2,000 exclu¬ 
sively from investments in 
units of the UTI will be ex¬ 
empt from income-tax. This is 
over and above the limit of 
Rs 3,000/- already available 
under Section 80 L of the 
Income-tax Act, 1961 for 
income from certain approved 
investments, including units. 
To illustrate this, at the rate 
of dividend paid by the UTI 
during 1972-74, viz 8.5 per 
cent, the total income on an 
investment in units of appro¬ 
ximately Rs 24,000 will be 
full; exempt from income tax. 

Because of the facilities of 
ready encashability of units at 
prc-dcLermincd prices, and the 
complete safety of funds in¬ 
vested in units, many investors 
including pensioners already 
hold units of over this amount, 
often in the Reinvestment Plan 
of the UH. With the further 
tax exemption now given, many 
more may like to invest more 
of their savings in units since 
the earlier tax exemption of 
Rs 3,000 will continue to be 


available to them. It is neces- 
fchry to emphasise that the emp- 
ption for Rs 2,000 provided 
in the recent ordinance is 
applicable only for income 
from units and not for income 
derived from any other source. 
The ordinance also gives 
Wealth Tax exemption on in¬ 
vestments in units up to Rs 
25,000 in addition to the exemp¬ 
tion upto Rs 1.50 lakhs already 
in force for specified categories 
of investments, including units. 
Mere too the additional amount 
of Rs25,000 can be claimed for 
exemption under Wealth Tax 
for investments in units alone, 
over and above whatever the 
a lessees’ holdings of units 
may be within the earlier ceil¬ 
ing of Rs 1.5 lakhs. As hither¬ 
to, the Trust will make no de¬ 
duction of tax at source in the 
case of resident individuals 
while sending dividends to 
them. This is a facility that is 
particularly attractive to per¬ 
sons in lower income tax brac¬ 
kets. 

Under the recent Ordinance, 
the Units issued by the UTI 
will be eligible to be treated as 
‘trustee securities’ ui der the 
Indian Trusts Act, 1882. Vari¬ 
ous Trusts can, therefore, now 
invest their funds in units as 
soon as the necessary rules and 
regulations are framed by UTI. 
The facility for nomination 
announced in the ordinance 
will also be available to unit¬ 
holders shortly when the pre¬ 
sent schemes arc amended for 
this purpose. The nomination 
facility will be available for 
existing holders too. 

Andhra Pradesh Paper 

Andhra Pradesh Paper 
Mills Ltd has achieved a 
record production of 63,385 
tonnes of paper during the 
year ended June 30, 1974. The 
tempo of production is ex¬ 
pected to be maintained dur¬ 
ing the current year. The 
company's expansion program¬ 
me of 15,000 tonnes per 
annum is in an advance stage 
of implementation and is ex¬ 
pected to be completed by 
the first quarter of 1975. 

The company’s produc¬ 
tion has been more than 
doubled in reference to the 
output envisaged at the time 


of incorporation and will 
further increase after the 
current expansion programme. 

News and Notes 

Hercules Hoists has decided 
to expand its production facili¬ 
ties with the addition of some 
balancing equipment to cope 
with the growing activities. The 
company has developed small 
cranes and has already pul 
them on the market. It is now 
engaged in developing new 
material handling equipment. 
Regular sales of the new range 
of electric hoists which was 
impeded last year on account 
of the delays in the supply of 
certain essential components 
is expected to pick up this year. 

New Issues 

Falcon Tyres is setting up in 
backward area ncai Mysore 
City a Rs 1.40-crore project 
for the manufacture of lyres 
for scooters, motor-cycles and 
mopeds as also various types 
of industrial bells. The initial 
capacity of the plant will be 
four lakh tyres and an equal 
number of tubes and five 
lakh Industrial ‘V’ belts per 
annum. The capacity will be 


stepped up in phases to 
one million units for each 
of these three items. Ac¬ 
cording to current indications, 
the plant is expected to go into 
commercial production by 
September 1975. In view of the 
acute shortage of tyres, the 
management does not antici¬ 
pate any difficulty in market¬ 
ing its products. The manage¬ 
ment hopes that the company 
will start earning profits from 
1975-74, the first year of com¬ 
mercial production. Hence the 
company is confident of dec¬ 
laring a reasonable dividend 
on equity shares for 1975-76. 
The profit for subsequent years 
is expected to be large enough 
to step up the dividend subs- 
Lintially after making all ap¬ 
propriations and satisfactory 
transfers to reserves, 

To raise pari, of the re¬ 
sources required for the im¬ 
plementation of this project 
the company is offering 
to the public cquuy shares 
worth Rs 30 lakhs, all in equity 
shares of Rs 10 each. The 
subscription list opens on 
February 5 and will close on 
February 17 or earlier but not 
before February 7. 


Dividends 


(per cent; 


Name of the company 

Year ended 

Equity dividend dec¬ 
lared for 

Current 

year 

Previous 

year 

Higher Dividend 

Jain Tube Company 

July 31, 1974 

12.0 

8.0 

Same Dividend 

Indian Standard Metal 

Dec 31, 1973 

10.0 

10.0 

Indian Rayon 

June 30, 1974 

Nil 

Nil 

Inchek Tyres 

June 30, 1974 

Nil 

Nil 

East Angelia Phistics 

June 30, 1974 

Nil 

Nil 

Reduced Dividend 

Indian Hume Pipe 

June 30, 1974 

8.0 

12.0 

Bombay Potteries 

Sep. 30, 1974 

Nil 

6.0 

Tube Suppliers 

July 31, 1974 

Nil 

8.0 

Waichandnagar Indus- 
ries 

Sept, 30,1974 

7.7 

12.0 
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RECORDS 



snmsncs 

Wholesale prices^^^H 


ftaw Materials” came down by 
1.1. per cent to 317.8 as 
against 321.3 for the earlier 
week doe to a fall in the prices 
of raw skins (—5 per cent), 
rape seed (—4 per cent), jute 
raw and mesta, groundnuts, 
castorseed and gingellyseed 
(..2 per cent each) and raw 
hides (—1 per cent). The 
prices of copra (-J-2 per cent) 
and tanning materials (+1 per 


cent) however, moved up. 
Chemicals 

Indices for the “Chemicals” 
and “Machinery & Transport 
Equipment” groups stood sta¬ 
tionery at their previous 
week’s level of 312.6 and 
269.1 respectively. 

Manufactures 

“Manufactures” group com- 


Index Numbers of Wholesale Prices by Groups & Sub-Groups 

(Base: 1961-62=100) 


thf of ’cial wholesale prices 
index (with the year ended 
March, 1962= 100) recorded 
a fall ofO.S per cent to 315.1 
during the week ended Decem¬ 
ber 21, 1974 as against 317.8 
for the previous week. The 
all-commodities index at this 
level was lower by 1.0 per cent 
when compared to the corres¬ 
ponding week of the earlier 
months but was higher by 19.8 
per cent than that of a year 
ago. 

Food Articles 

Lower prices of betelnuts 
(—15 per cent), potatoes (—6 
per cent), coconut oil and 
pepper black (—4 per cent 
each), fish (—3 per cent), ragi, 
moong and turmeric (—2 per 
cent each), jowar, gram, urad, 
onions, bananas, ghee, ground¬ 
nut oil, gur and chillies (—1 
per cent each) brought down the 
index for “Food Articles” by 
0.5 per cent to 368.9 as against 
370.6 for the last week. How¬ 
ever, the prices of cardamoms 
(—7 per cent), barley and 
oranges (+3 per cent each), 
eggs and coffee (+2 per cent 
each), wheat, bajra, maize and 
gingelly oil (+1 per cent each) 
advanced. 

liquor and Tobacco 
A fall of 1.5 per cent to 
308.2 as against 313.0 for 
the earlier week in the index 
for “Liquor & Tobacco" was 
caused by a decline in the pri¬ 
ces of raw tobacco (—3 per 
cent). 

Fuel, Power light and Lubricants 
The index for the “Fuel, 
Power, Light & Lubricants” 
group stood at 318.5as against 
318. 6 for the previous week. 

In du s t ri al Raw Materials 
The index for “Industrial 

Bttnut 3COMOMBT 
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Groups & Sub-Groups 

Weights 

Week ended 

21-12-74 14-12-74 

23-11-74 

22-12-73 

Food Articles 

(412) 

368.9 

370.6 

374.2 

304.2 

Foodgrains 

358 

410.9 

410.6 

415.2 

305.0 

Cereals 

293 

376.9 

375.9 

379.8 

278.5 

Pulses 

65 

564 4 

567.0 

574 7 

424.3 

Fruits & vegetables 

57 

276.9 

280.0 

284.1 

279.9 

Milk Si milk products 

147 

324.6 

325.5 

382.0 

289.9 

Edible oils 

130 

408.2 

412.9 

414.4 

358.6 

Fish eggs & meat 

49 

523.8 

531.5 

536.4 

463.1 

Sugar Sl allied products 

157 

321.0 

323.1 

329.7 

292.2 

Others 

102 

286.3 

287.8 

287.0 

203.6 

Liquor Si Tobacco 

(25) 

308.2 

313.0 

310.4 

250.3 

Liquor 

44 

215.2 

215.2 

215.2 

180.7 

Tobacco 

956 

312.4 

317.5 

314.8 

253.5 

Fuel Power, Light Si Lubricants 

(61) 

318.5 

318.5 

318.6 

235.1 

Coal 

214 

263.2 

263.2 

263.2 

190.4 

Coke 

57 

357.3 

357.3 

357.3 

268.4 

Minerals oils 

495 

395.7 

395.7 

395.7, 

278.7 

Rectified spirit 

5 

323.1 

323.1 

323.1 

306.9 

Electricity 

219 

186.5 

186.5 

186.5 

162.1 

Castor oil 

10 

350.3 

351.2 

35L8 

407.8 

Industrial Raw Materials 

(121) 

357.8 

321.8 

320.8 

311.2 

Fibres 

340 

239.8 

240.0 

237.1 

231.8 

Oilseeds 

433 

413.5 

420.4 

419.5 

396.5 

Minerals 

29 

158.1 

158.1 

1581 

154.5 

Others 

198 

266.1 

267.9 

272.6 

283.8 

Chemicals 

(7) 

312.6 

312.6 

309.4 

216.0 

Machinery Si Transport Equipment 

(79) 

269.1 

269.1 

269.1 

187.7 

Electrical machinery 

238 

247.7 

247.7 

247.7 

184.1 

Non-electrical machinery 

490 

310.7 

310.7 

310.7 

208.5 

Transport equipment 

272 

213.0 

213.0 

212.0 

153.5 

Manufactures 

(294) 

254.1 

255.8 

255.8 

217.0 

Intermediate Products 

195 

303.5 

303.1 

310.8 

291.8 

Textile Yarn 

87 

225.3 

224.9 

222.1 

217.1 

Leather 

17 

206.4 

202.7 

193.3 

210.8 

Metals 

83 

392.0 

392.0 

393.3 

374.4 

Linseed oil 

8 

442.2 

445.1 

450.1 

418.7 

Finished Products 

805 

242.1 

244.4 

244.6 

198.9 

Textiles 

386 

228.6 

233.1 

233.4 

195.5 

Metal products 

130 

281.5 

281.5 

281.5 

246.9 

Non-metallic products 

51 

263.7 

262.6 

263.2 

193.3 

Chemicals products 

92 

249.5 

249.5 

249.4 

175.3 

Leather products (Shoes) 

30 

151.1 

151.1 

148.8 

110.6 

Rubber products 

34 

226.2 

226.2 

226.2 

163.5 

Paper products 

33 

241.5 

241.5 

241.5 

151.8 

Oilcakes 

26 

362.1 

370.7 

375.3 

271.6 

Miscellaneous 

28 

172.4 

172.4 

172.4 

133.8 

All Commodities 

(1000) 

316.1 

317.8 

319.2 

263.9 


fjQfD ; YYCigns assigns* m wiuuuuug wygu giuup imu a au wujuiuuiucs maex are 

f iven within brackets. Weights assigned to various sub-groups within the groups are given without 
rackets. 

Source; Office ofthe Economic Adviser to the Govt, of India, Ministry of Industry A Civil Supplies. 
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prising of (a) Intermediate 
Products and (b) Finished Pro¬ 
ducts declined by 0.7 per cent 
to 254.1 as against 255.6 for 
the last week. 

(a) The index for “Inter¬ 


mediate Produets” tttig 
fcioved up by 0.1 per cent to 
303.5 as against 303.1 for the 
previous week due to an in¬ 
crease in :he prices of leather 
(+2 per cent) and rayon yarn 
(+1 per cent). The prices of 


Unseed oil (—1 pat <seni),iwW: 
ever, fell. ' ; 

(b) The index for “Finished 
Products” receded by 0.9 per 
cent to 242.1 owing to a fall 
in the prices of cotton cloth 



Index Numbers of Industrial Production 


t urit 
(—<2 per octet 
the pace* of 
maninactuifeft 'I 

tiles ,'vf++ , 

ced. ''ViV ... ^ 



Group 


January-June 


Weight 


1972 


1973 


1973 


1974 

(Prov) 


1973 over 
1972 


Jan-June’74 


General index (crude) 

100.00 

199.4 

200.7 

197.0 

200.4 

+0.7 

+1-7 

Electricity generated 

5.37 

390.7 

383.8 

369.1 

406.5 

- 

-1.8 

4’io. t 

Mining & quarrying 

9.72 

164.2 

163.6 

168.7 

177.1 

—0.4 

H 

K5.0 

Manufacturing 

84.91 

191.4 

193.1 

188.9 

190 0 

+0.9 

H 

hd.6 

Food manufacturing 

12.09 

162.6 

154.5 

152.3 

153.0 

- 

-5.0 

-1 

+>.5 

Beverage & tobacco 

Textile manufacturing 

2.22 

174.1 

178.9 

169.1 

187.6 

+2.8 

+10.9 

27.06 

114.4 

113.3 

107.3 

106.1 

- 

-1.0 

- 

-1.1 

Cotton textiles 

218.18 

112.6 

114.1 

106.4 

109.1 

+1.3 

+2'5 

Jute textiles 

3.97 

96.8 

90.6 

90.2 

72.6 

- 

-6.4 

— 

19.5 

Footwear manufacture 

0.21 

150.8 

151.3 

157.4 

144.3 

+0.3 

- 

-8.3 

Wood & cork manufacture 

0.80 

217.7 

158.4. 

157.2 

159.4 

— 

27.2 

+1.4 

Paper & paper products 

1.61 

226.1 

236.4 

221 3 

244.4 

+4.6 

+10.4 

Leather & fur products 

0.43 

59.9 

76.4 

73.2 

78.2 

- j-27.5 

+6.8 

Rubber products 

2.22 

256.0 

250.6 

232.7 

266.4 

- 

-2.1 

+14.5 

Mauufacturc of chemicals 

7.26 

293.7 

301.9 

301.7 

293.2 

- 

-2.8 

- 

-2.8 

Petroleum refinery products 

1.34 

317.2 

332.8 

307.2 

351.5 

- 

-4.9 

+14.4 

Non*metallic minerals 

3.85 

225.2 

226.6 

220.4 

230.8 

- 

-0.6 

+4.7 

Basic metal industries 

7.38 

225.3 

215.8 

218.8 

200.3 

—4.2 

—8.5 

Manufacture of metal products 
Manufacture of non-clcctrical 

2.51 

242.7 

240.5 

253.5 

255.7 

—0.9 

+0.9 

machinery 

3.38 

402.7 

454.9 

444.7 

450.9 

+13.0 

+1.4 

Electrical machinery 

3.05 

435.0 

436.2 

434.2 

428.0 

+0.3 

- 

-1.4 

Transport equipment 

7.77 

133.5 

148.1 

149.3 

148.0 

+10.0 

—0.9 

Miscellaneous industries 

1.23 

86.5 

74.5 

49.7 

100.6 

— 

13.9 

-f~ 102.4 


Source: C. S. O. 


Index Numbers of Security Prices—All 

India 


(Base : 1970-71=100) 

Week ended 


1974 




1975 

Jan. 12 

Dec. 14 

Dec. 21 

Dec, 28 

Jan. 4 

Jan. 11 

Government and semi-government securities 

98.8 

96.9 

96.9 

96.9 

96.9 

96.9 

Government of India 

98 4 

95.9 

95.9 

95.9 

96.0 

95.9 

State governments 

99.8 

99.3 

99.3 

99.3 

99.2 

99.2 

Semi-government institutions 

100.8 

101.1 

101.1 

101.1 

101.1 

101.1 

Debentures 

97.1 

95.4 

95.4 

95.3 

95.3 

95.3 

Preference shares 

94.3 

89.1 

89.0 

89.0 

89.0 

88.8 

Ordinary shares 

115.3 

102.9 

104.6 

105.0 

105.0 

104.3 

Tea plantations 

95.5 

109.3 

121.4 

122.5 

124.3 

124.0 

Cotton textiles 

134.7 

124.3 

125.8 

126.0 

125.8 

125.3 

Jute textiles 

153.6 

128.7 

132.7 

133.7 

135.6 

136.1 

Silk, woollen and rayon textiles 

136.0 

114.7 

118.2 

119.9 

120.0 

119.2 

Iron and steel 

60.6 

48.3 

49.2 

49.8 

48.4 

47.2 

Aluminium 

76.5 

54.7 

54.3 

54.5 

54.8 

54.8 

Transport equipment 

90.4 

77.1 

78.7 

77.1 

78.9 

lOU.O 

Electrical, machinery apparatus, appliances, etc. 

123.1 

102.4 

104.2 

105.2 

105.3 

Chemical fertilise!s 

162.5 

140.4 

142.7 

145.8 

144.0 

143*7 

Other basic industrial chemicals 

114.0 

105.7 

107.1 

107.0 

106.1 

105.2 

Cement 

103.2 

83.5 

86.5 

87.4 

87.3 

86.3 

Paper and paper products 

139.1 

.159.1 

163.8 

164.4 

166.0 

164.6 

Rubber and rubber products 

108.1 

' 96.0 

96.5 

96.3 

96.5 

96.2 

Electricity generation and supply 

84.2 

63.3 

62.8 

62.9 

63.0 

62.5 

Shipping 

122.2 

138.0 

138.2 

140.0 

138.5 

1384 





Source: 

fteservo Blok of XmSft 
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Scheduled Commercial Banks 

(Rs lakhs) 



Jan. 10, 
1975 

A week 
ago 

A month 
ago 

A year 
ago 

1. Demand depo¬ 
sits 

4,901,41 

4,802,14 

4,722,61 

4,177,34 

2. Time deposits 

6,745,57 

6,732,67 

6,679,23 

5,879,79 

3. Aggregate de¬ 
posits 

11,646,98 

11,534,81 

11,401,84 

10,057,12 

4. Borrowings 
from Reserve 
Bank 

101,55 

164,61 

71,90 

234.46 

5. Cash 

294,83 

294,40 

279,50 

237,95 

6. Balances with 
Reserve Bank 

511,80 

551,93 

527,03 

695,32 

7. Cash and ba¬ 
lance with Re¬ 
serve Bank 

806,63 

846,33 

806,53 

933,27 

8. Investment in 
government se¬ 
curities 

2,743,18 

2,738,68 

2,736,06 

2,367,87 

9. Advances 

6,670,88 

6,640,98 

6,473,73 

5,783,85 

10. Inland bills 

purchased and 
discounted 

966,51 

957,93 

926,02 

943,43 

11. Foreign bills 
purchased and 
discounted 

399,87 

392,12 

396,89 

357,23 

12. Total Bank 

credit 

8,037,26 

7,991,03 

7,796,64 

7,084,52 

13. Percentage of: 
(7) to (3) 

6.93 

7.34 

7.07 

9.28 

(8) to (3) 

23.55 

23.74 

24 00 

23.54 

(12) to (3) 

69.01 

69.28 

68.38 

70.44 


Source : Reserve Bank of India 


Reserve Bank of India 

(Rs lakhs) 



Jan. 10, 
1975 

A week 
ago 

A month 
ago 

A year 
ago 

Issue Department 





Notes held in bank- 





ing department 

23,50 

34,45 

43.04 

31,45 

Notes in circulation 

6,110,22 

5,995,70 

6,105,15 

5,777,70 

Total notes issued 

6,133,72 

6,030,15 

6,148,19 

5,809,15 

Gold coin and bullion 182,53 

182,53 

182,53 

182,53 

Foreign securities 

141,74 

141,74 

141,74 

101,74 

Rupee coin 

14,12 

15,56 

13,58 

9,55 

Govt, of India rupee 





securities 

5,795,33 

5,690,33 

5,810,34 

5,515,34 

Banking Department 





Deposits of cent. govt. 45,79 

52,58 

54,88 

64,34 

Deposits of state 





govts. 

6,88 

13,72 

11,77 

11,28 

Deposits of banks 

530,41 

570,97 

542,72 

711,80 

Other deposits 

557,83 

564,72 

562,10 

72,38 

Other liabilities 

1,652,80 

1,681,41 

1,627,52 

1,276,14 

Total liabilities or 





assets 

2.793,70 

2,883,38 

2,789,98 

2,135,94 

Notes and coins 

23,61 

34,54 

43,11 

31,51 

Balances held abroad 

366,72 

371,68 

513.33 

216,63 

Loans and Advances to: 




Stale governments 

185,68 

158,34 

143,33 

173,95 

Scheduled Com. ban ks 101,64 

164,61 

71,90 

234,46 

State coop, banks 

445,98 

445,84 

390,47 

359,61 

Other loans and 





advances 

325,09 

324,67 

319,00 

176,45 

Bills purchased and discounted 




Internal 

166,36 

164,89 

134,92 

, 130,67 

Govt, treasury bills 

411,54 

414,52 

587,44 

252,5t 

Investments 

565,90 

600,63 

449,00 

476,83 

Other assets 

201,27 

203,68 

146,49 

73,31 


Money Supply with the Public 

(Rs. crores) 





1974 



1975 

tt LtlV CJ1UCU 

Jan 4 

Dec 6 

Dec 13 

Dec 20 

Dec 27 

Jan 3 

A. Money supply with the public 

10,206 

11,174 

11,249 

11,182 

11,065 

11,148 

Currency with the public 

5,849 

' 6,272 

6,334 

6,273 

6,143 

6,167 

[ Other deposits with the Reserve Bank 

35 

46 

68 

50 

51 

54 

Bank money 

4,322 

4,856 

4,847 

4,859 

4,871 

4,927 

B. Factors affecting money supply (1+2+3-J-4—5) 

1. New banks credit to government sector (a-f-b) 

8,692 

9,686 

9,662 

9,432 

9,365 

9,541 

(a) Reserve Bank’s net credit to government sector 

6,227 

6.827 

6,826 

6,589 

6,549 

6,703 

lb ) Other banks" credit to government sector 

2.465 

2,859 

2,836 

2,843 

2,816 

2,838 

2. Bank credit to commercial sector (a-f-b) 

9,048 

9,835 

9,932 

10,066 

10,076 

10,257 

( a ) Reserve Bank’s credit to come rcial sector 

389 

557 

564 

579 

589 

600 

(b) Other banks’ credit to commercial sector 

8,659 

9.278 

9,368 

9,486 

9,487 

9,657 

3. Net foreign exchange assets of banking sector 

511 

449 

426 

430 

416 

284 

4. Government’s net currency liabilities to the public 489 

519 

519 

518 

511 

512 

5, Non-monetary liabilities of banking sector 
(a-fb+c) 

8,534 

9,315 

9,290 

9,263 

9,303 

9,446 

(a) Time deposits with banks 

6,175 

6,994 

7,035 

7,034 

7,049 

7,090 

(b) Net non-monetary liabilities of RBI 

1,269 

1,574 

1,581 

1,564 

1,596 

1,595 

(c) Residual 

1,090 

747 

674 

665 

658 

761 

Cl Aggregate monetary resources A+B5(a) 

16,381 

18,168 

18,284 

18,216 

Ci__ 

18,114 

n__ -»%■■■' 

18,238 


Source ; Reserve Bank of India 
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Consumer Price Index Numbers for Industrial Workers 


Centre 

- V . 

1965- 

1967- 

1968- 

1969- 

1970- 

1971- 

1972- 

1973- 

1973 




1974 




66 

68 

69 

70 

71 

72 

73 

74 - 


. - 















Aug 

Mar April 

May 

June 

July Aug 






(Base 

: 1949 

= 100) 









All-India 

169 

213 

212 

215 

226 

233 

251 

304 

3C0 

334 

344 

357 

366 

378 

3S0 






(Base 

: 1960 

=100) 









All-India 

— 

— 

174 

177 

186 

192 

207 

250 

247 

275 

283 

294 

301 

311 

321 

Ahmedabad 

130 

168 

165 

169 

176 

181 

198 

245 

233 

264 

272 

284 

290 

295 

307 

Alwaye 

145 

183 

198 

197 

198 

202 

215 

267 

287 

288 

298 

312 

322 

338 

353 

Asansol 

I<t0 

168 

176 

187 

189 

194 

206 

245 

241 

274 

286 

298 

301 

312 

325 

Bangalore 

144 

172 

180 

183 

186 

194 

212 

265 

258 

286 

28b 

292 

299 

306 

314 

Bha van agar 

132 

173 

176 

178 

186 

194 

217 

273 

2C0 

285 

297 

306 

302 

310 

320 

Bombay 

130 

162 

167 

175 

182 

190 

203 

233 

227 

249 

259 

269 

277 

282 

290 

Calculi a 

131 

163 

170 

172 

182 

187 

197 

228 

220 

255 

264 

272 

276 

282 

295 

Coimbatore 

132 

151 

147 

152 

163 

177 

189 

218 

211 

246 

258 

269 

272 

280 

303 

Delhi 

136 

172 

178 

185 

199 

211 

222 

265 

259 

296 

309 

325 

330 

335 

345 

Digboi 

138 

198 

185 

180 

189 

188 

198 

234 

232 

256 

260 

273 

282 

297 

316 

Gwalior 

139 

191 

179 

184 

191 

197 

214 

271 

265 

312 

316 

329 

339 

342 

354 

Howrah 

137 

178 

181 

176 

186 

191 

206 

280 

229 

270 

274 

280 

255 

291 

304 

Hyderabad 

140 

167 

173 

185 

189 

195 

211 

251 

253 

271 

273 

277 

284 

291 

299 

Jamshedpur 

136 

183 

171 

190 

183 

187 

202 

249 

249 

278 

293 

307 

311 

317 

324 

Madras 

134 

151 

150 

160 

170 

182 

203 

229 

226 

248 

261 

268 

271 

280 

299 

Madurai 

128 

145 

148 

162 

183 

193 

206 

286 

231 

257 

266 

282 

298 

311 

332 

Monghyr 

151 

215 

185 

188 

203 

204 

225 

292 

278 

347 

344 

337 

360 

378 

389 

Mundkayam 

138 

173 

186 

191 

197 

199 

210 

263 

279 

286 

291 

309 

323 

333 

338 

Nagpur 

138 

164 

166 

176 

187 

192 

203 

256 

260 

277 

277 

295 

299 

308 

310 

Saharanpur 

141 

188 

176 

181 

186 

196 

213 

253 

246 

290 

294 

311 

318 

333 

332 

Sholapur 

128 

165 

167 

176 

185 

198 

216 

277 

275 

279 

288 

295 

302 

314 

318 










Source : Labour 

Bureau 

, Govt, of India 


Consumer Price Index Numbers for Urban Non-Manual Employees 

















(Base : 

1960- 

=100) 

Centre 


1965- 

1967- 

1968- 

1969- 1 

1970- 

1971- 

1972- 1973- 

1973 



1974 





66 

68 

69 

70 

71 

72 

73 

74 - 

-- 
















July 

Mar 

April 

May 

June 

July 

All-India 


123 

159 

161 

167 

174 

180 

192 

221 

216 

238 

244 

251 

256 

262 

Bombay 


132 

153 

156 

162 

168 

172 

183 

204 

208 

213 

222 

23! 

236 

240 

Delhi—New Delhi 


131 

154 

162 

178 

174 

180 

190 

217 

208 

236 

238 

248 

253 

254 

Calcutta 


126 

152 

156 

162 

170 

174 

180 

204 

197 

219 

221 

227 

229 

233 • 

Madras 


133 

154 

154 

161 

175 

188 

204 

221 

224 

2f0 

257 

269 

269 

273 

Hyderabad - Secunderabad 


133 

155 

159 

167 

174 

180 

193 

228 

220 

257 

240 

248 

254 

260 

Bangalore 


133 

156 

160 

162 

172 

180 

194 

228 

220 

246 

250 

258 

262 

264 

Lucknow 


132 

159 

156 

161 

166 

174 

185 

215 

207 

235 

243 

248 

256 

260 

Ahmedabad 


131 

160 

162 

168 

171 

173 

188 

222 

221 

233 

239 

253 

259 

264 

Jaipur 


133 

162 

168 

176 

183 

188 

205 

214 

233 

266 

274 

280 

289 

298 

Patna 


139 

170 

174 

191 

190 

199 

199 

229 

219 

259 

253 

261 

271 

276 

Srinagar 


134 

160 

157 

174 

184 

191 

200 

2tS 

209 

237 

244 

244 

247 

248 

Trivandrum 


131 

165 

168 

172 

178 

184 

198 

231 

225 

250 

258 

266 

269 

272 

Cuttack-- -Bhubaneswar 


142 

164 

167 

169 

176 

184 

196 

221 

214 

239 

242 

246 

249 

255 

Bhopal 


133 

166 

166 

172 

180 

188 

204 

288 

233 

258 

261 

268 

276 

288 

Chandigarh 


129 

155 

165 

171 

178 

183 

194 

217 

209 

237 

241 

246 

248 

253 

Shillong 


123 

155 

163 

164 

166 

175 

183 

208 

202 

217 

229 

233 

237 

247 
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Where there's 
a will 


Thews was an element of irony, surely, 
in Dr A.H. Boerma, Director-General 
of the FAO, delivering the fifth Coro¬ 
mandel lecture on the occasion of 
the presentation of the Borlaug Award 
instituted by Coromandel Fertilizers Limited to Dr S.V.S. Shastry for his re¬ 
search and development work on high-yielding varieties of rice* It may be recalled 
that some time ago Dr Borlaug had dismissed rather contemptuously the per¬ 
formance of the World Food Conference held in Rome under the auspices of the FAO 
as a lot of nonsense or words to that effect. It could be said to the credit of Dr Boerma 


that he skilfully utilized the occasion to enter a more or less persuasive plea on behalf 
of the Rome circus. 


He painstakingly narrated the various proposals or resolutions discussed and adop¬ 
ted at that conference and suggested that it did make a constructive contribution towards 
a resolution of the world’s food problem in many of its important aspects. He stressed 
in particular the progress achieved in initiating an international dialogue on the mobili¬ 
zation of the financial or technological resources of affluent, countries (including, in this 
term, both the industrially advanced countries and the oil-exporting countries) for the 
rapid growth of food and agriculture in developing countries. He mentioned specifically 
the call given for the immediate establishment of an international fund for agricultural 
development which would be based on voluntary contributions from traditional donor 
countries and from new potential donors, notably the oil-exporting countries, and the 
recommendation made to the World Bank, the FAO and the UNDP to organize a 
Consultative Group on Food Production and Investment in developing countries in 
order to increase, coordinate and improve the efficiency of financial and technical 
assistance to agricultural production in the developing world. 


Dr Boerma, however, was far from convincing when he pleaded that these pro¬ 
posals or indeed any other that took shape in Rome went anywhere near establishing 
the emergence or expression of a political will for dealing with the global food situation 
whether in its national aspects or in terms of its international linkages or ramifications. 
On the contrary, by suggesting that the establishment of a World Food Council at minis¬ 
terial level as an organ of the United Nations General Assembly and serving within the 
framework of the FAO, with headquarters at Rome, as recommended by the Rome 
Conference, could give form and substance to the political will, which was the theme of 
bis address, the Director-General of the FAO merely did damage to his own credibility. 
After all, nobody, wh$ had studied with any attention the proceedings or the backstage 
manoeuvres in Rome, would have failed to get wise to the fact that the Director-General 
of the FAO was himself actively opposed to the setting up of an effective world food 
security council at the highest political level for dealing with the basic issues of the world 
food problem with something like supra-national authority. 

Even during the time the Rome conference was in session it was being freely said 
that Mr Boerma was not in favour of anything being said or done that could have the 
effect of downgrading the FAO whether in the administrative sense or in political terms. 
It may be argued perhaps that this was not an unnatural stand to take by the Director- 
General of the FAO. But then the FAO itself has self-confessedly failed to build up 
enough political authority or administrative muscle to take major initiatives for dealing 
with the world food problem, particularly in the matter of the lack of food security which 
is the nightmare of about a billion people in the poorer countries of the world. Looked 
at in this manner Dr Boerma’s discourse on “Political Will and the World Food Pro¬ 
blem” was tike the celebrated lecture by a very learned zoologist on snakes in Green¬ 
land; the long and short of that lecture was that there were no snakes in Greenland. 

most interesting part &f Mr Boerma’* address was th* two setfof ques¬ 
tions, whichhe addressed to the developing countries and the richer countries respec- 
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lively, as he collided his speeck We 
welcome in partiCiflar his asking the go¬ 
vernments pftievetoping countries whether 
theyare prepared “to switch the necessary 
financial resources to invest sufficiently in 
food and agricultural production for the 
benefit of their people, often at the ex¬ 
pense of projects which seemed to satisfy 
more immediately the requirements of na¬ 
tional pride or prestige,” Mr P.N. Haksar, 
deputy chairman of the Planning Commis¬ 
sion, who presided on the occasion, pre¬ 
dictably parried the thrust most skilfully. 
He ignored the reference to national pride 
or prestige, but he said that, so far as the 
Indian government was concerned, it 
would not be stinting on investment in 
agriculture when finalizing the annual 
plan which is now being processed. He 
indicated that agriculture would have 
high priority and that minor and medium 
irrigation works would be emphaisized so 
that schemes in progress as well as new 
quick-yielding projects in that sector 
could be completed as early as possible. 
He also noted specially the importance 
that power development would receive 
especially in the light of the needs of 
farming or farmers. 

Mr Haksar met particularly effectively 
Dr Boetma's point that large-scale rural 
landlords should not be allowed to im¬ 
pede agarian reform in developing coun¬ 
tries. The deputy chairman of the Planning 
Commission quite properly pointed out 
that prosperous peasants were not neces¬ 
sarily evil people since prosperity could be 
natural expression of their efficiency in 
productivity as farmers. He was confi¬ 
dent that any reasonable scheme of agra¬ 
rian reform should be able to carry with 
it all farmers, big and small. The impor¬ 
tant thing as he explained, was to stop 
treating agrarian reform as a slogan or a 
shibboleth and start breaking it down to 
its practical details in all their varying 
form and substance so that what was really 
important for agricultural development 
or relevant to the good of the society 
could be attempted and accomplished as 
an orderly and constructive process. Mr 
Haksar's observations in this context were 
particularly appropriate since the FAO 
itself has been notoriously guilty of genera¬ 
lizing about land reforms from an arm¬ 
chair perspective. It is to be hoped that 
Pr Boerma will return to his headquarters 


in Roms’with a better appreciation of the^orid gq^^ltepner^R^t^lbrjlfi- 
what the FAO could do in its owp sub- tation of tiSutt'wgstoey WhCtherfe salityfe 
ordimte jurisdiction of the particulars of precipitator or vehicle of the {tolitical will 
the T; technical or marginal financial which he himself has so r^h|l^ ijffi4erl|^d 
assistant: it miy be in a position to render as the key factor in the world food situa* 
to farm dvelopmsnt programmes around tion. 


Some thoughts 
on oil crisis 

Discussing the role of the USA in the 
financial crisis created by the piling up 
of billions of petrodollars in the OPEC 
accounts since December 1973 when the 
price of oil was raised. Fortune (a US 
monthly magazine) in its editorial in the 
December 1974 issue had suggested a 
number of measures to weaken and fight 
the oil cartel. It suggested that the USA 
should restrain its own consumption of 
oil and should also take measures to ex¬ 
pand its oil output. It also recommen¬ 
ded expanded use of coal resources in 
the USA coupled with accelerated deve¬ 
lopment of nuclear power and increased 
offshore drilling for oil. If the USA for¬ 
mulated its policies on these lines, For¬ 
tune argued that within a couple of years, 
OPEC may bs forced to reduce produc¬ 
tion in order to maintain the current 
level of prices but the decision to cut 
output may cause fissures in the united 
stand of oil-exporting countries. Once 
that happened, oil prices in the world 
would tumble. Fortune also hastened 
to add that since the USA had not so far 
taken any such steps, the oil exporting 
countries seemed confident that far from 
reducing the price of oil, they might be 
called upon to raise it further if the 
current inflationary pressures all over 
the world were not reduced. 

The case of the oil-exporting coun¬ 
tries was presented in a cogent fashion 
by Mr Ahmed Kouross, deputy minis¬ 
ter of Economy in Iran, at the second in¬ 
ternational seminar of economic journa¬ 
lists held in the capital recently. Full 
text of his speech has already appeared 
in Eastern Economist dated January 31, 
1975, on page 211. the * upshot of his 
argument was that much before the hike 
in oil prices in December 1973, the deve¬ 
loped countries were already in the 


throes of a crisis caused partly by the 
simultaneous growth in income and in¬ 
flation. During the decade 1960-70, the 
terms of trade were heavily in favour of 
the industrialised countries and the pro¬ 
cess of inflationaiy growth in these coun¬ 
tries led to “over-consumption, social 
tensions and permissiveness”. All that 
the oil-producing countries did was to 
revise the price of oil not according to 
its cost of production but “in terms of 
the cost of its alternatives and the real 
value of its derivatives”. The contribu¬ 
tion of the revised prices pf oil to world 
inflation, asserted Mr Kouross, was small 
—only 1.5 per cent in 1974 against the 
overall inflation of 14 per cent. 

Regarding the balance of payments 
difficulties of developing countries, Mr 
Kouross said that “the change in the 
deficit on current account of the balance 
of payments of the developing countries 
between 1973 and 1975 wilt be S 21 billion 
of which $ 6.8 billion constitute the oil 
component”. For the developed coun¬ 
tries, the oil bill will increase by $49 
billion between 1973 and 1975 but the 
government of Iran, one of the members 
of OFEC, had already taken steps to 
recycle the petrodollars accruing to it. 
And other countries under the auspicies 
of IMF were already adopting measures 
to keep the wheels of world trade mov¬ 
ing. Mr Kauross however warned that 
the industrial countries must bring their 
inflation to a tolerable rate. If they did 
not, then the oil-exporting countries 
would be justified in again raising the 
price of oil. . 

In answer to the question if the oil 
price hike and the Arab-Isradi conflict 
were in any way linked, Mr Kouross 
said that it was unfair to plisy politics 
with oik In fact, the price of oil had 
been raised in stages—the first increase 
having takea place in February 1971 
(Tehran Agreement). The first Geneva 
Agreement of January 1972, the second 
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Geneva Agreement of May 1973 and 
then the oil embargo of September 1973 
followed by a further agreement in Octo¬ 
ber 1973—all these constituted stages in 
the gradual raising of the oil price. 

Mr K. D. Malaviya, the central minis* 
ter for Petroleum and Chemicals described 
the present crisis as the payments crisis 
and not the oil crisis. He saw it as a 
crisis which failed to fix the economic 
price or reasonable price of not only oil 
but also of several other commodities 
and raw materials whose finished pro¬ 
ducts were being sold by the industrialis¬ 
ed countries at a high premium. This 
situation had been developing since the 
end of World War II. He made a per¬ 
tinent reference to iron ore whose price 
was in no way linked with that of the 
prices of pig iron and finished steel. 

Under the auspicics of the Interna¬ 
tional Monetary Fund, OIL FACILITY— 
a new fund—was created last year to 
alleviate the balance of payments dis¬ 
equilibrium of some of the member coun¬ 
tries. It was expected that this fund 
would extend assistance upto SDR 3,000 
million, though till January 15, 1975, 
purchases under the oil facility were 
equivalent to SDR 1,797 million only. 
The Board of Governors of the IMF had 
decided on January 15-16 this year to 
continue the oil facility for 1975 so as 
to increase its funds upto SDR 5,000 
million. Also, recently a decision was 
taken that a solidarity fund-*a new fin¬ 
ancial support arrangement open to the 
24 members of the Organization for 
Economic Cooperation and Develop¬ 
ment (OECD)-*should be established as 
soon as possible for a two-year period. 
This will constitute the safety net to be 
used as a last resort and will be estab¬ 
lished on the basis of quotas approxi¬ 
mately SDR 25,000 million. It is thus 
clear that the IMF has made efforts to 
mitigate the misery of the countries 
which became a victim of the balance of 
payments disequilibrium due to the 
sharp rise in oil prices and other factors. 
However, many of the countries are still 
dissatisfied with these arrangements be¬ 
cause they are afraid that the surpluses 
of the oil-exporting countries arc likely 
to assume astronomical proportions in 
the coming years. With a surplus of 


$ 60,000 million in 1974* the oU-export- 
ing countries—according to some esti¬ 
mates—are likely to have a surplus of 
$ 80,000—90,000 million in 1975 and 
around 8 100,000 million in 1976. 

At the second seminar of the econo¬ 
mic journalists a reference to which has 
been made earlier, Mr C. Subramaniara 
central minister of Finance, put forward 
the opinion that it was not the oil 
crisis which had b3en the beginning of 
the monetary crisis. It had begun, he 
said, much earlier. Not even the delink¬ 
ing of gold and dollar which took place 
in 1971 was the beginning of the crisis. 
Our country had experienced the pres¬ 
sure of the impending crisis through the 
prices of various commodities and raw 
materials which we were importing 
front: foreign countries. Mr Subramaniam 
felt that if an attempt was made to 
solve the monetary crisis or the energy 
crisis in isolation, it would yield 
an abiding solution. He wanted the 
solution to be found in a wide perspec¬ 
tive. He said: 11 Wc have to find an ans¬ 
wer as to in which direction the humani¬ 
ty has got to move and whether we go 
back to the same position where pro¬ 
gress was measured in terms of GNP and 
more and more consumption or do We 
want to take a different view from that”? 

A note of caution was struck by Mr 
Y. B. Chavan, central minister for Ex¬ 
ternal Affairs, at the seminar while dis¬ 
cussing the implications of the current 
global crisis. He felt that a major pro¬ 


blem before the world id 1975 would be 
to ensure that the legitimate concern 
with economic order and maintenance 
of a healthy structure of international 
payments did not unwillingly lead to a 
major slump in economic activity. , He 
was of the view that there were indica¬ 
tions of the developed countries consi¬ 
dering measures to restrict their trade to 
control the growing balance of payments 
difficulties. The resulting restrictionist 
environment for world trade was bound 
to have serious detcrimental effect on 
the growth and employment, he added* 
In that case, the exports of developing 
countries were likely to become the first 
casually. According to certain reliable 
projections, the non-oil-producing deve¬ 
loping countries were likely to have a 
balance of payments deficit of S 21,030 
million in 1974 as against $ 8,000 million 
in 1973. The massive burden imposed 
on these countries by higher prices of 
fuel, fertilisers and food was evident 
from the fact that the deterioration in 
their balance of payments in 1974 was 
likely to be in excess of the estimated 
flow of 8 9,400 million of the official 
development assistance from the OECD 
countries. That was why Mr Chavan 
recommended that any attempt at re¬ 
structuring the world economic system 
should pay adequate attention to the 
problems of the countries which had 
come to be known as ‘‘the most serious¬ 
ly affected developing countries.” 

The address of Mr Claude Cheysson, 
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Daring the quarter ended December, 1944, the 
total number of offices of scheduled banks 
increased from 2,239 to 2,431 ic., an addition of 162 
offices, as compared with an addition of 96 offices in 
the previous quarter and 102 offices in the quarter 
ended June 1944. The pace of branch expansion 
in the fast three months of 1944 is the highest 
for the entire war period, the nearest to it being in 
October to December, 1943. Apparently the war¬ 
time impetus to branch banking has not spent it¬ 
self, and what with the restrictions on the opening 
of branches, which would come into force after 
the Banking Bill is passed, a continuation of rapid 


expansion is oily to be cxpxtcd. Of the new 
offices opened in the last quarter of 1944, the three 
new banks added to the Second Schedule accoun¬ 
ted for 32 offices, and the Imperial Bank closed 
one and opened eight, thus bringing its total to 
419. The distribution province-wise is as fol¬ 
lows; the Punjab 40; UP 19; Bengal 16: Bombay 
14; C.P. 13; Madras 7; Bihar and Delhi 5 each; 
N.W.F.P. 3; Assam 2; Indian States' 12. Of these 
26, offices were opened at places which were not 
previously served either by a scheduled bank or by 
a non-scheduled bank having capital and reserves 
above Rs 50,000. 
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Commissioner for Development, European 
Economic Community, at the seminar of 
the Forum of Financial Writers** was a 
refreshing attempt at not only under¬ 
standing the current global crisis but also 
in presenting some suggestions to “turn 
it into a force for progress”. He deplored 
the tendency to isolationism in the USA 
and Europe which he opined was caused 
by the sharp decline in growth and the 
mounting balance of payments deficits in 
some of the countries in 1974. But it 
weuld be wrong to jump to the conclusion 
that developed countries alone faced an 
alarming crisis. The developing countries 
were also seriously affected. The only 
Countries which faced a favourable turn in 
economic affairs were the oil-exporting 
countries which received, according to 
Mr Cheyssen, about 70-80 billion dollars 
additional in 1974—10 to 15 billion dollars 
from the third world and 60 to 70 from the 
industrialised world. 

Instead of beir.g alaimcd by this turn 
in international affairs, Mr Cheysson 
struck an optimistic note. He 
said: “Developing countries when they 
stand together for a certain power, 
can build up strength and bring about 
some degree of equality between industria¬ 
lised countries and developing countries. 
We have to accept it and I frankly welcome 
it”. At the same time, he welcomed the 
decisions taken by the United Nations and 
t#te International Monetary Fund to ease 
the world payments situation. In order to 
turn the present world situation into an 
opportunity of speedy development of 
poor countries, he recommended the 
capital flow from the oil-producing coun¬ 
tries and the technical know-how from 
the industrialised countries to be married 
for the establishment of industrial plants 
in the developing countries. 

Mr Cheysson also dilated upon the 
measures taken by the FIX? to ensure 
“nominal return on exports of primary 
products". Citing the specific example of 
Ghana, he said: “Should Ghana in 1978 
get less for its cocoa sales to Europe 
than the average of the three previous 
years, wc undertake to pay the difference.” 
In the new economic order, he saw the 
oil problem as an offshoot of the problem 
of raw materials and commodities. Added 
Mr Cheysson: “All of us have to join for¬ 
ces to come to a better deal on raw mate¬ 


rials and commodities; this in my View 
one of the most important aspects of this 
new economic order.’* And he said that 
the extension of the Generalised System 
of Preferences (GSP) was an attempt by 
thtf EEC to allow the import of the maxi¬ 
mum number of commod ties duty-free. 

An erroneous impression had however 
gained ground recently that all oil-export¬ 
ing countries had piled up huge reserves 
of petrodollars. The fact to be noted was 
that most of the oil-exporting countries 
belonged to the category of developing 
countries and some of them had “relative¬ 
ly large domestic economies” which they 
were anxious to develop with the newly- 
gained wealth. To this category belonged 
Indonesia, Algeria and Nigeria. These 
countries had stepped up their imports 
with the result that their reserves were not 

Indo-Pakistan 

trade 

The Kefnm$s with which the trade 
protocol signed between India and Pakis¬ 
tan in November last is being followed up 
augurs well for the normalisation of rela¬ 
tions between the two countries. This 
process, initiated with the historic Simla 
talks between Mrs Indira Gandhi and 
Mr Z. A. Bhutto nearly three years ago, 
after the Bangladesh conflict, indeed, made 
a very slow progress till about the middle 
of last year. But since then the fre¬ 
quency of meetings between the repre¬ 
sentatives of the two countries has in¬ 
creased a great deal, even though the 
exchange of envoys has yet to take 
place. 

As envisaged in the protocol, the two 
countries signed last month, more or less 
according to schedule, a formal trade 
agreement. Initially, this agreement is 
for one year, but would be extended auto¬ 
matically for two more years, unless 
terminated by either country on giving 
three months' notice before the end of 
the first year. Accord had been reached 
on the restoration of postal, travel and 
telecommunication facilities between 
the two countries even prior to the sign¬ 
ing of the trade protocol/ A few weeks 
ago, shipping arrangements were also 


growing at the same pace as those of 
such countries as Saudi Arabia which h^d 
hardly any plans of economic develop¬ 
ment. Among the oil-exporting countries, 
Iran had in fact taken a lead in importing 
plants and machinery so as to hasten the 
development of its economy. It had also 
made it clear to the oil-exporting count* 
ries that it would not join another embargo 
on the supply of oil to developed countries 
because it did not believe in playing poli¬ 
tics with oil and was anxious to use the 
petrodollars for setting up productive 
machinery. The Shah of Iran is repor¬ 
ted to have stated recently: ‘We need up 
to the last cent of the money which comes 
from oil”. The constructive approach of 
Iran, Indonesia, Algeria and Nigeria may 
ultimately result in a cooperative effort to 
make the most of the oil resources. 


finalised and restrictions on the operation 
of shipping services carrying cargo bet¬ 
ween Indian and Pakistani ports were 
withdrawn with effect from February 1. 
The shipping services are to be resumed 
from February 15 and vessels of either 
country and their crew and cargo will 
enjoy most favoured nation treatment 
regarding entry, stay, loading or unload¬ 
ing of cargo and leaving of ports. 
Parleys on the resumption of rail and road 
traffic too are expected to take place soon. 
Along with the finalisation of the trade 
agreement, banking arrangements have 
been decided upon. To begin with, the 
trade between the two countries is to be 
financed through the State Bank of India 
and the Bank of Pakistan. The possi¬ 
bility of the other banks being brought 
into the picture in the near future, 
of course, is not ruled out. 

Already good progress is being made 
in regard to actual business transactions. 
Following the visit of a cotton delegation 
from here to Pakistan and the last 
month's sojourn to Islamabad by our 
commerce secretary, Mr Y.T. Shah for 
signing the trade agreement, a Pakistan 
delegation has just visited this country 
and finalised the details of a deal involv¬ 
ing the supply to this country of 200,000 
bales of raw cotton valued at Rs 25 
crores. This cotton is intended to be 
used by Indian mills for export produc¬ 
tion. Besides raw cotton, we have shown 
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interest in importing coarse varieties of 
rice, Pakistan is said to be having a 
sizeable surplus of this commodity. 

Another delegation from Pakistan is 
expected to visit us towards the dose 
of March or in early April to assess the 
possibilities of purchasing from us 
various other items listed in the trade 
protocol. These include engineering 
goods, jute manufactures, iron ore, rail* 
way equipment and tea. Pakistan is 
understood to be keenly interested for 
the time being in importing from here 
jute manufactures, railway equipment and 
tea. As regards iron ore, only small im¬ 
ports are envisaged at present for analysis 
purpose to find out whether our iron ore 
would suit for the steel manufacturing 
complex being established in Pakistan. 

As stipulated in the protocol, trade 
transactions in the immediate future are 
to be confined to the state agencies. 
Trade on private account is not 
being opened up for the time being 
as the two countries desire to give a 
definite direction to trade relations which 
are being resumed after nearly a decade. 


But govemment-to-government trade 
does not imply that it is to be balanced. 
Significantly enough, this trade is to be 
carried on in freely convertible currencies 
within the framework Of the foreign ex¬ 
change regulations in force from time to 
time in each country; The two countries 
also are to accord to each other the “most 
favoured nation” treatment in accordance 
of the provisions of the General Agreement 
on Trade and Tariffs (GATT). 

In the initial stages, Indo-Pakistan 
trade, of course, may not be very sub¬ 
stantial as the list of commodities to be 
traded in is heavily weighted in our 
favour. But surely, a host of other items 
can be identified in course of time as 
Pakistan has sizeable capacities to pro¬ 
duce several items which it used to export 
till 1971 to Bangladesh, then its own 
eastern wing, and we too have developed 
competence in the manufacture of a wide 
variety of goods—consumer products 
as well as capital goods. Already, besides 
the items listed in the protocol, Pakistan 
has shown interest in our coal and auto¬ 
mobiles parts and components. The 


freight advantage which the two coun¬ 
tries have in:'trading with each other is 
of particular significance. This can help 
expand Indo-Pakistan tradts a great deal. 
Before trade relations wfgp. snapped in 
1965, we used to export to Pakistan goods 
worth over Rs 12 crores. Our imports 
from there were of the order of Rs 2/3 
crores. But the two countries have pro¬ 
gressed substantially since then and are in 
a position to exchange a large number of 
goods. 

Incidentally, two important items of 
export from here to Pakistan—betel 
leaves and nuts—and one item of export 
from Pakistan to us—rock salt—are not 
being traded in for the time being. The 
trade in these commodities used to be 
quite sizeable before 1965 It can still be 
substantial once it is decided to include 
them in the list of tradeable commodities. 
The omission of betel leaves and nuts is 
said to have its genesis in the controversy 
raging in Pakistan on whether to allow 
the “pan” eating habit to grow or not. 
As regards rock salt, perhaps Pakistan 
intends to restrict its use by its chemical 
industries. 
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contributing to your 
competitors resources? 


Every year, thousands of 
components of Escorts* products 
are being made-not in Escorts, 
but in ancillary manufacturing 
units, mostly small scale, spread 
all over the country. Many of 
these units were once small 
workshops with limited means. 
Escorts provided them with 
technical expertise and supervision, 
and even financial assistance to 
help them build up to acceptable 
standards. 

Today these units are capable 
of supplying components to the 
highest standards. Not only to 
Escorts but to other big 
manufacturers as well- Escorts' 


competitors included. Some of 
these manufacturers are even 
exporting their products today. 
Escorts' philosophy of 
interdependence helps the entire 
industrial base of the country. 

While it contributes to internal 
economies of operation, it 
encourages ancillary manufacturers 
to mass produce and specialise. 

Extending beyond the commercial 
confines. Escorts acts upon the 
belief that the industrial India of 
Tomorrow depends upon the 
quality of technicians. So it has 
taken it upon itself to impart free 
training at the institutes especially 
set up by Escorts in Bangalore, 


end Faridabad. Grooming the - 
most important resources for the 
entire industry. 

In October 1974, when Escorts 
completed its 30th anniversary, 
it asked itself some searching 
questions. Like: how far has 
interdependence paid off? 

Looking back. Escorts has 
reason to feel proud, it has all been 
an investment in resources for 
the future. 

Escorts believes, a company cannot 
operate in a vacuum, ft needs 
other companies, other skills, other 
people. 

Competition included 


30 years-OarinvestEnentfortbefotiire. 


eastern economist 


266 


FEBRUARY % 1975 


Y'£eS€-4*li’iH 



FROM THE CAPITAL’S 

CORRIDORS 


R. C. Ummit 


Steel and Copper Production * Indo-Australian 
Economic Cooperation * EEC's GSP 


The significant developments have taken 
place in the past few days which will have 
a very vital bearing on our import pro¬ 
gramme next year. These are the commis¬ 
sioning of the copper smelter at Khetri 
and the expediting of the conversion of 
pig iron into steel at Bokaro. While the 
commissioning of the Khetri smelter early 
this week is anticipated to yield 2,000 
tonnes of copper by the end of the current 
financial year, the expediting of the con¬ 
version of pig iron into steel at Bokaro 
may yield 30,000 tonnes of slabs by the 
end of March. 

increased outputs 

The outputs of the two units are expec¬ 
ted to go up considerably during the next 
financial year — that of the Khetri project 
to about 8,000 tonnes of copper and that 
of Bokaro to at least 400,000 tonnes of 
| steel. This will help in substantially re- 
; ducing the imports of both copper and 
steel. According to the indications avail¬ 
able, imports of steel are envisaged to be 
reduced by one-third from the current 
year’s level of nearly a million tonnes. 
If the Khetri project is able to produce 
next year 8,000 tonnes of copper, and 
there is some improvement in the output 
at the Ghatsila smelter, as is anticipated 
following somewhat improved power 
supply position in east India, copper 
imports may go down by about 15 per 
cent. Currently, we import about 55,000 
tonnes of copper annually. The above 
estimates of curtailment of imports of both 
steel and copper take into account the 
likely increases in the requirements of the 
two metals. 

Firm indications* are now available of 
the production of finished steel during the 
current financial year exceeding even 5.5 
million tonnes, the level estimated a few 
days ago. Besides the additional output 
expected from Bokaro, the encouraging 
trends at the other integrated steel plants 
in January have been responsible for the 


upward revision in the overall production 
estimate. 

As a result of the improvement in the 
availability of coal — thanks to the 
special effort made by Bharat Coking 
Coal Limited to increase production of 
coking coal, Bhilai’s initial success in us¬ 
ing during the last two months lower 
grades of coal to the extent of nearly 
30,000 per month, and railways being able 
to provide adequate wagons -- coal stocks 
with the integrated steel plants arc under¬ 
stood to have shown sizeable increase dur¬ 
ing the last month. Currently, on an 
average, they amount to six days’ con¬ 
sumption of the various steel plants, as 
against four or five days’ requirements in 
December. 

With a view' to enabling the coal in¬ 
dustry to generate resources for investment 
in the next four years, the union govern¬ 
ment is understood to he considering in¬ 
crease in coal prices. It is feared that ade¬ 
quate resources may not be available for 
the development of coal industry. 

* j!s 

The Australian minister for overseas 
trade, Mr Frank Crean, who was here 
last week for discussions with the gov¬ 
ernment of India on Indo-Australian 
economic cooperation and trade matters, 
assured newsmen in an informal talk that 
his government would adhere to the 
liberal policy adopted by it a couple of 
years ago in respect of imports from the 
developing nations under the Generalised 
Scheme of Preferences (GSP). The res¬ 
trictions imposed on imports of cotton 
textiles and footwear, he explained, did 
not amount to the abandoning of the 
above scheme. They were not any new 
restrictions. What had happened was 
that the interpretation of the above 
scheme had been standardised with a 
view to curbing the inflow of inferior 
goods from countries other than India. 
Australia, he stressed, was not retreating 
from liberal trade policy towards the 


developing nations despite increase in ' 
unemployment there. 

India’s exports u> Australia, Mr 
Crean contended, were not much affected 
as nearly 50 per cent of them were cover¬ 
ed by the teim hand tearfts. This view, j 

however, is not shared by the government 
of India, which feels that higher Austra¬ 
lian tariffs on coarser and heavier varie¬ 
ties of cotton textiles, compared with 
those on the finer varieties, would defi¬ 
nitely affect our interest. This fact is 
understood to have been brought to the 
notice of Mr Crean by our Commerce 
minister, Prof. D. P. Oiatlopadhyaya. 

Referring to iron ore exports, Mr 
Crean observed that the views of his 
government were practically identical to 
those of the government of India on the 
formation of an association'of iron ore 
exporting countries. Neither the gov¬ 
ernment of Australia nor the government 
of India, he pointed out, wanted the 
proposed association of iron ore produ¬ 
cers to take the form of the organisa¬ 
tion of petroleum exporting countries. 
Both were interested in totter prices for 
their iron ore through consultations 
among the producers and consumers. 

aid for woollens 

Mr Crean disclosed that Australia 
had offered assistance for improving our 
woollen industry. A joint project had 
been proposed for this purpose. Aus¬ 
tralia would make available both wool 
and technical assistance for this project 
which would help our country in becom¬ 
ing a major exporter of woollen garments 
aud textiles. The project is undersood 
to have been approved by the Commerce 
ministry. It is now awaiting clearance 
from the union cabinet. 

According to the joint communique 
issued at the end of the Mr Crean's visit, 
an Indo-Australian trade agreement is 
expected to be signed by June next, 
providing for a good deal of expansion 
of trade between the two countries. 
Our government, it is learnt, has also 
shown interest in importing fertilizers 
from Australia. Concrete shape to this 
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proposal, however, is expected to be 
given in a couple of years when the Broc¬ 
ken Hill Phosphate plant in Queensland 
goes into production. Currently, Mr 
Crean stated, there were no surplus sup¬ 
plies available in his country. 

0 0 

The director-general of external rela¬ 
tions of the European Economic Com¬ 
munity (EEC), Mr P. Cecchini, who was 
here early this week for a two-day seminar 
on Indo-EEC trade under the generalised 
scheme of preferences — the seminar was 
sponsored by the union Commerce minis¬ 
try and. the Indian Institute of Foreign 
Trade -- lias indicated that the GSP of 
the EEC for the next year would be ready 
by the end of May for presentation of the 
Community’s councilor ministers. While 
not ruling out some improvements over 
the scheme for the current year, he, how¬ 
ever, cautioned against any significant 
changes in view of the threatened global 
recession and the sea-change in the econo¬ 
mic conditions of the EEC countries fol¬ 
lowing the oil crisis. The EEC' countries, 
he stressed, were not only lacing a slow¬ 
down in their growth rate but were also 
confronted with, the problem of absorbing 
a high rate of inflation. They had to main¬ 
tain a reasonable degree of new invest¬ 
ments to prevent any fall in employment, 
leading to lower rates of consumption. 
In such a situation, some readjustments 
in GSP were possible but to press for a 
higher degree of liberalisation could be 
expected to create psychological difficul¬ 
ties. 

Mr Cecchini found the Indian sugges¬ 
tion for extending the period of GSP ope¬ 
ration from yearly basis to three years at a 
time as interesting, but opined that the 
implications of this would have to be 
thoroughly gone into. In view of the 
uncertain trends in global prices, the ex¬ 
tension of the GSP operation from yearly 
to three-year periods, he observed, might 
even erode some of the benefits flowing 
from the scheme to the developing coun¬ 
tries. 

Referring to the plea of developing 
countries for increased assistance from 
the EEC so as to enable them to keep up 
the tempo of economic activity, the 
director-general of external relations of 
the EEC expressed the view that any 
special accommodation might not be 
possible from the Community since the 
Community itself had been hard hit by 
the energy crisis. The problems arising 
out of the oil crisis, lie added, could 
not be solved by the generalised scheme of 
preferences. He preferred a tripartite 
cooperation between the EEC, the oil 
producing countries and the developing 
countries to make use of the surplus 
funds available with the oil producing 
countries. 
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Industrial collaboration 


with OPEC 


J, R. D. Tata 

There is obviously no simple solution to 
the complex problems we face in the world 
today — in this new world order as so 
rightly described by Mr Cheysson — a 
description reinforced by Mr Haksar’s 
statement that one of the tasks before us 
is to clear away the debris of the past. 
Every country has been affected in some 
way by the present or sis, a remarkable 
feature of which, a Mr Cheysson said in 
his admirable speech, was that in one res¬ 
pect it has brought equal distress to the 
industrially affluent world as to the poor¬ 
er, developing countries such as ours. 

I should like to deal with the problem 
from India's point of view and to look for 
solution which, while they are in the inte¬ 
rests of India, will also fit into pattern of 
world cooperation, so essential to a 
global solution. 

continuous efforts 

As Mr llaksar has said since the first 
World War. there have been continuous 
efforts in the world to find ways of co¬ 
operation in the economic and financial 
fields in order that we may find a way to 
live and prosper together. These efforts 
have failed upto now and the present crisis 
makes clear the need for a new approach. 
Now for a country such as ours it is obvi¬ 
ous that whatever the causes of the cri¬ 
sis, the main task for many years remains 
a struggle against poverty. It is not per¬ 
haps realised that even if even if we were 
most miraculously, to achieve a nine per 
cent rate of economic growth year after 
year for the next 25 years, by the year 2000 
we will still achieve a per capita income of 
only about $600, a figure already exceeded 
today by a number of developing 
countries. 

This is a measure of the task before us. 
No wonder that Mr da Costa should talk 
about the need for some compassion to¬ 
wards a country such as ours. While in the 
short term this might help us solve imme¬ 
diate problems, we cannot and should not 
expect or look to compassionate solutions 
to our problems in the long run. Cer¬ 
tainly assistance of the kind already an- 
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The second International Seminar 
of Economic Journalists was held 
in the capital from January 22 to 
January 28 v under the auspices 
of the Forum of the Financial 
Writers, New Delhi. We repro¬ 
duced the views of some of the 
participants in our issue of 
January 31, here we reproduce the 
views of some more participants 
of the seminar. The last Instal¬ 
ment in the series wifi appear in 
our issue of February 14. 
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nounced or hinted at by countries such as 
Iran and other friendy countries will be 
of vital help to India and we are deeply 
grateful to them for such an approach 
inspired by a genuine desire to help us and 
other developing countries against the im¬ 
pact of high oil prices. But it is clear 
that we can rely on this approach only for 
solving our transitional problems. 

We must also remember that unlike the 
kind of long term aid we have had from 
the World Bank, the US government, or 
the USSR in the past, what we are now 
promised is really short term aid. The 
loans or credits we may obtain directly 
from OPEC countries or through institu¬ 
tions like the IMF, will have to be repaid 
over a period of seven or 10 years. How¬ 
ever valuable these loans may be and how¬ 
ever grateful wc may be for them, they 
will impose on India the essential need to 
generate the resources necessary to repay 
them. In other words, the problem for 
India is going to be one largely of the 
problem of creating exportable surpluses, 
a difficult task for a country such as ours, 
in which, with rare exceptions, shortages 
exist in most of the products that could be 
exported. 

Unless we can create additional export- 
table surpluses increased exports can only 
be made at the sacrifice of local consump¬ 
tion. For instance, exports of sugar in 
the last few years have been enormously 
helpful to our balance of payments, parti¬ 
cularly in the last year. But let us realis 


that it has been posiblc only because the 
people of India cannot afford to consume 
all the sugar they need. 

So larger exports of consumer commo¬ 
dities or products will involve us in a 
continuous balancing act between depriv¬ 
ing our own people and meeting the 
needs of exports to surmount our balance 
of payment difficulties. Not only must 
we establish export surpluses quickly but 
we must do so on a very substantial 
scale. Otherwise, how will wc meet our 
heavy debt liabilities? Our foreign aid 
liabilities arc so heavy that even today 
any new aid received is used mainly to 
repay the debts of the past and there is 
little left to finance development. 

India has never defaulted in the past 
and will not default in the future. There¬ 
fore the new situation that exists today in 
this new world order presents for us a 
combination of both serious dangers and 
limitations as also great opportunities. 

no glamour exports 

India has the serious disability, com¬ 
pared to many other countries, in that 
it has no glamour exports, no oil, no 
copper, no huge supluscs of vegetable oils. 
The exportable surpluses wc must create 
will have to consist largely of industrial 
or semi-industrial products of the kind 
that other countries do not produce at 
all or sufficiently to meet all their needs. 

Coming to brass tacks, 1 feel that solu¬ 
tions to our specific problems must be 
looked for not so much in discussions at 
conferences, but in focusing efforts on 
identifying projects which can form the 
basis of meeting the need both of our¬ 
selves and that of other countries with 
whom we seek to collaborate to our mutual 
benefits. We must, in other words, iden¬ 
tify areas in which we can create the sur¬ 
pluses with the help of those who are in 
need of them. 

It seems dear to me that in a country 
such as ours, where invcstible resources 
are so limited and so much of them must 




269 


FEBRUARY 7, 1975 





be devoted in the coming years to the re- 
liabilitation and large scale expansion of 
our agricultural and agro-basea industries 
and to meeting infrastructural needs such 
as power and transport, we just will not 
have tile resources to undertake On our 
own the expansion of our manufacturing 
industries on the scale required ,to pro* 
ducc the large exports we need to survive. 
Therefore, there is no escape from tins 
act that wc must find sources abroad for 
financing such expansion. 

political objections 

l know that there will be political and 
other objections raised against large scale 
foreign investments But the need to raise 
fresh resources is so imperative, if we 
are to develop exportable surpluses, 
that we must overcome the objections. 
Assuming this is done, where should we 
look for such foreign resources of invest¬ 
ment? it seems to me that, in view of the 
massive transfer of wealth which is tak¬ 
ing place to OPEC countries and of their 
own development needs for the years to 
come, it will be in trade and collabo¬ 
ration arrangements with the oil produc¬ 
ing countries tliat the greatest potentia- 
tiahties will exist for a mutually bene¬ 
ficial network of industries to be estab¬ 
lished. 

Amongst the products to consider us 
being the most likely to match their needs 
with our proved capacity to produce need 
not necessarily be highly sophisticated 
products or equipment of very large size. 
As Mr KLrislmaraurthy has pointed 
out, the advanced industrial world has 
gone in for the production of very sophisti¬ 
cated and very large sized electrical equip¬ 
ment, I believe tluit in the development of 
OPEC countries of Africa and the Middle- 
East, there will be a greater need for 
simple, sturdy and middle sized equipment 
which India itself is courrently using. 

Leaving the field of electrical machi¬ 
ne) y, which is quite outside mine 
.uid which Mr Krishnamurthy has covered 
very adequately, let me try to identify 
other new products or prjoects. 

A large number of textile mills are 
being established in OPEC countries, 
Aft km and t he Middle-East. India makes 
excellent textile machinery, which is 
the cheapest in the world. The bulk 
of its own large textile industry is equipped 
with its own machinery. To my mind, 
this is one possible field of collabora¬ 
tion, 

India makes many other forms of 


machinery which are being exported even 
today to n^ny couatuis of the world, 

SfiSkjmRn 

years, but one thing we have achieved 
is a very large diversification of our 
industrial infrastructure. In chemical 
plants jbr instance, we have not only 
drafted substantial manufacturing capa¬ 
city, but we have also developed consi¬ 
derable expertise and the technical know¬ 
how both at the top management level 
and also in what, in military terms would 
be called, the important NCO level. 

We have talked of sugar. Apart from 
sugar, what about meat? This may raise 
certain socio-religious problems in the 
country, but they have to be Overcome. 
Africa, Arab and other Middle-East coun¬ 
tries are large consumers of meat. India 
has, perhaps, the largest cattle popula¬ 
tion in the world ana may there not be 
potentiabties for establishing meat packag¬ 
ing plants and for cattle breeding on a 
large scale on some form of cooperative 
basis? There is, I think, in India, a 
real potential in sharing its cattle wealth. 

Allied to cattle is leather. There will 
be a growing demand from the OPEC 
countries and from African countries 
for leather and leather goods, India is 
a country which can create a very con¬ 
siderable exportable surplus in leather 
goods, in cooperation with out friends 
in these countries where these will be 
sold. 

considerable strides 

There is refrigeration. India has 
made considerable strides in the field of 
refrigeration. There is practically no 
aspect of refrigeration ana aircondition- 
ing, large and small, water cooling etc, 
which India is not capable of producing. 
But it has not got the capacity today for 
large exportable surpluses of such equip¬ 
ment. Considering that most of the 
areas in the Middle-East have a climate 
which makes refrigeration and aircon¬ 
ditioning essential to modem living, is 
there not a field here where we couid 
jointly investigate the possibility of creat¬ 
ing, rapidly, a much larger production 
capacity for such equipment than wc 
now have today? 

There arc also certain industries 
some of which could Jje established in 
our country and some of them in our 
friends’ countries or, perhaps, in both. 
Take, for instance, iron pellets. We 


know that, almost every countrv in the 
worjty feels that possession of a steel 
jdanl is an essential criterion of Us own 
, fe$tr§ aim industrial independence. Sopoe- 
%mm. it foet beyond what is reasonable 
or economically sensible. But there is 
undoubtedly a considerable development 
in the world today of steel being made 
on a small scale and quite viably—what 
we have been calling in our country 
“mini-steel plants’'. The only problem 
here is power and power will be no prob¬ 
lem in those countries which have oil. 
We have the expertise in this country 
to build such plants. It may be that 
we have a contribution to make in return 
for financial assistance from our friends 
in the OPEC countries. 

building boom 

Then take cement plants. We have a 
large cement industry in this country 
that could have been much larger today 
had it not been for certain price policies 
that our government found it necessary 
to impose. In the developing areas; 
of Africa and the Middle-East there is 

B to be a tremendous amount of 
ng activity. No building programme 
of any kind is possible without very large 
quantities of cement. I think that India 
might, in collaboration with other coun¬ 
tries, either in the public or private sec¬ 
tors, quickly establish cement plants both 
in India and abroad for supplying the 
growing needs of the Middie-East and 
Africa. 

In the case of heavy chemicals, paiti- 
cularly caustic soda and soda ash in 
which India has perhaps the best ex¬ 
pertise in the world the capacity to de¬ 
sign, operate and service such plants. 
I believe that oil producing countries 
will want to concentrate to some extent 
on the development of chemical indus¬ 
tries. Hero again India could, perhaps, 
help them as well as be helped by them 
in the growth of the chemical industry 
in this part of the world. The same 
would apply to the fertilizer industry. 

India has enormous resources in iron 
ore. Till now the talk has been merely 
on exporting large quantities of iron ore, 
to Japan particularly, but also to other 
countries. It may be that, instead of ex* 
porting iron ore, the more profitable thing 
would be to turn it into pellets or sponge 
iron before it is converted into steel 
One problem there is that it would need 
oil or gas or coal. Therefore such plants 
could be established in countries that have 
oil. A combination of Indian iron ore 
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and the fuel of those countries could be 
joined together in some collaborative 
arrangement to create steel capacity ab¬ 
road, 

India has vast bauxite resources. 
The trouble with aluminium is that, if 
you go beyond the alumina stage, you 
need a very large quantity of electric 
power of which there is a shortage in 
our country, ft may be that bauxite 
deposits of India could be turned into 
alumina in our country and trans¬ 
ferred to those countries ihat have fuel — 
where they will naturally have no power 
problem — to be turned into aluminium. 
In some cases even aluminium plants 
could be established in our own country 
with captive power plants as joint enter¬ 
prises. 

export of know-how 

Apart from these products, there is also 
the question of know-how, management 
and manpower. Take, for instance, const¬ 
ruction activities. In African and Arab 
countries, as I have said earlier, there is 
going to be a tremendoss amount of const* 
ruction of all kinds, public buildings, 
dams, bridges, office buildings and so on. 
There is almost no limit to the construc¬ 
tional activity that will take place. This 
will require not only cement and steel, but 
also engineering skills, at the designing 
stage and in the field. It will also need 
considerable trained personnel. For those 
countries that do not have enough per¬ 
sonnel of that kind, India can provide 
technicians and trained personnel for 
construction activity. 

There are other items such as trucks, for 
instance, ft may not he known to many 
that India exports already a substantial 
number of trucks, some of them assembled 
abroad. Indian trucks often happen to 
be more suitable than the trucks supplied 
by more advanced countries because, while 
the latter arc most suitable for smooth 
roads, ours are sturdier and made speci¬ 
fically to operate on rough roads and most 
of the rural roads in this region are rough. 

I don't know whether other countries are 
familiar with this, but we in our country 
have a problem of overloading. There 
is an incredible amount of overloading of 
trucks in this country, and the trucks built 
m India, including that by the firm with 
which I am connected, are specifically 
built for such overloading! 

Similarly, in railway equipments, coach 
building and many other industries, there 
should be opportunities for collaboration 
and for meeting each other’s heeds. By 



such means I do sincerely bdie\e that 
apart from soft loans, aid and compassion, 
our friends of the OPEC countries, with¬ 
out having to pay a higher piice for their 
needs, could help India and of her develop¬ 
ing countries in <he setting up of such 
industrial capacity in their own and other 
countries in preference to doing so in col¬ 
laboration with more advanced counrics. 

For such a programme of collaborative 
enterprise to fructify there will need to be 
some changes in our own government 
thinking. Until now our government and 
the very able but somewhat cumbersome 
bureaucracy they have created have ten¬ 
ded to make collaboration agreements, 
foreign investments, new investments and 
installation of new plants a very difticuilt 
and time consuming matter. I hope that 
in the crisis that we face today, and that 
we will have to face for many years to 
come, we will realise the need in such 
matters for quick decisions, simplification 
of procedure and the acceptance of the 
principle that foreign investment of the 
right type under reasonable control and 
conditions will not only be not harmful to 
our country but essential to its rapid 
economic development. 

For the last few years wc have been 


faced with a resources gap of Eri£ da 
Costa's m gic figure of about one billion 
dollars. With the rise in the prices of oil, 
fertilisers and other commodities, we 
need approx mutely another one billion 
dollars. 

Therefore, the main thrust of my sug¬ 
gestions or of my them is lliat there is no 
escape from the need to invite additional 
investments to our country. If we re¬ 
ceive oil on credit, that oil by itself will 
not create new assets, will not create new 
industries, ft will help us to produce more 
hut it will be consumed in the process. 
Surely a better long-term solution will lie 
in the creation of new productive assets 
not only for satisfying our own needs but 
for producing exportable surpluses re¬ 
quired to meet the additional cost of oil 
and other essential commodities that we 
have to import. 

As 1 see it, the best possible source of 
that kind of additional resources is in 
collaboration arrangements with our 
friends in the Middle-East and other parts 
of the world who are fortunate possessors 
of great financial resources, to which our 
resources in material men and in techno¬ 
logy can be married to the benefit of 
both. * 
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ff you’re planning a new project or 
diversification programme with fixed 
capital investment of at least Rs. 7.5 
lakhs, contact us today—we'll make 
it much easier for you. 

First things first with 75% 
relief: 

You first need a comprehensive feasi¬ 
bility study to establish the technical 
and economic viability of your 
project And prepared by competent 
consultants enjoying the confide..cc 
of prospective financiers you will 
apply to. 

Not only have we the right and best 
consultants for your particular as¬ 
signment. we will also bear 75% of 
the total feasibility study cost. 
Bridging the resources gap: 
^Provided your project is technically 
and economically viable and you can 
eastern economist 
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meet at least 20% of the project 
cost, we'll help you fill the finance 
gap by underwriting or participating 
in share capital and securing loans 
from financial institutions. 

Your Sales Tax refunded at 
loan: 

If you’re expanding, wa can refund 
the Sales Tax you've paid for the test 
3 years as an 18-year interest-free 
loan. If you're putting up a new unit, 
we can refund your Sales Tax on raw 
meterials and finished goods for 6 
years from the stan, and pay back 
30% of your power consumption. 
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Correcting the international 
— economic disequilibrium 


To any observer of the world economic 
scene, it is quite obvious that an unpre¬ 
cedented economic crisis is enveloping 
the world. Its impact may vary from 
country to country and continent to con¬ 
tinent. For some, it threatens the expec¬ 
tations of unending affluence; for others, 
it endangers even the reasonable aspira¬ 
tions for improvement in their lot. It 
may be tempting to believe that the cri¬ 
sis is acute only for the industrialised 
countries with their enormous require¬ 
ments of energy. It might also be argued 
that some countries which are fortunate 
in being nearly self-sufficient in their re¬ 
quirement of energy, are immune to the 
crisis. Some countries may try to buy 
immunity in the short run by resort to 
protectionist practices, but in this way 
lies no solution. In fact, here may lie 
seeds of instability and threat to inter¬ 
national peace and order. We have long 
talked of the indivisibility of peace but 
in today’s context global interdependence 
has become a snore vivid reality than at 
any time in history and the global pro¬ 
blem requires a global solution. 

historical perspective 

Looking at today’s economic problems 
in the perspective of history, one cannot 
but wonder whether the world is not fac¬ 
ing the consequences of having ignored 
the logic of global inter-dependence in 
the past. Perhaps the economic crisis of 
today might not have been so severe if 
the world economic order had not been 
distorted by the forces of colonialism 
and imperialism, further aggravated in 
recent years by the compulsions of cold 
war. The same process of distortion of 
the world economy, as a whole, was accen¬ 
tuated when the price structures of manu¬ 
factured goods were allowed to outstrip 
by a wide margin the benefits accruing to 
the producers of raw materials, resulting 
in widening the chasm between the 
developed and the developing nations. 

Even before the energy crisis, there 
was a heightened awareness that the en¬ 
vironment which we need for physical 
survival of the human species on this 
planet was being dangerously polluted. 


We were also beginning to be aware that 
we were fast plundering the reservoir of 
resources—most finite and non-renewable 
to be sure—that mankind requires for its 
continued well-being and growth. The 
energy crisis has merely underlined this 
fact of life. 

political interdependence 

We recognise that we cannot undo 
overnight the imbalances created by the 
concentration of industrial, technological 
and monetary advantages of the past. But 
it would be relevant to take to heart the 
lesson that even in this era of sophistica¬ 
ted technology and multiplicity of mate¬ 
rial requirements, of galloping energy 
needs and gigantism in production units 
and markets, we would ignore at our 
common peril the logic of world-wide 
political inter-dependence. 

At this stage, I would like to sound 
a note of caul ion. A major problem be¬ 
fore the world in 1975 will be to ensure 
that the legitimate concern with econo¬ 
mic order and maintenance of a healthy 
structure of international payments docs 
not unwittingly lead us into a major 
slump in economic activity. There are 
indications that some of the developed 
countries arc considering measures to res¬ 
trict their trade to control the growing 
balance of payments difficulties. The re¬ 
sulting restrict ionisi environment for 
world trade is hound to have serious de¬ 
trimental effect on the growth of output and 
employment. In this eventuality, the first 
casualty will he the exports of develop¬ 
ing countries. According to reliable pro¬ 
jections, the non-oil producing develop¬ 
ing countries will show a balance of pay¬ 
ments deficit of $ 21 billions in 1974 as 
against $ 8 billions in 1973, 

The massive burden imposed on 
these countries by higher prices of 
fuel, fertilisers and food wilt be evident 
from the fact that the deterioration 
in their balance of payments in 
1974 is far in excess of the estimated 
flow by $ 9.4 billions of the official deve¬ 
lopment assistance from the OECD coun¬ 
tries. Any attempt at *e-$tructuring the 


world economic system will have to pay 
adequate attention to the problem of 
the countries which have come to tie 
known as most seriously affected develop¬ 
ing countries. There is no doubt that recy¬ 
cling of petro-dollars has a useful role to 
play in smoothening the process of adjust¬ 
ment to new realities, but the problems 
of today require a truly global approach. 

It will be necessaiy to avoid the beaten 
track of investment in short term depo¬ 
sits in old financial capitals or real estate 
purchases and equity participation in the 
multi-national corporations. In fact, we 
may now have an opportunity, as never 
before, to combine the most economic 
use of world technology and resources 
with the demands of international social 
justice. Whatever machinery is created 
for re-cycling of the petro-dollars. rational 
as well as economic considerations point 
to a much bigger investment and flow of 
funds to the under-developed world. 

urges and aspirations 

Naturally, the blueprint for the mar¬ 
riage of technology, skills and (financial 
resources should be prepared under the 
auspices of such forum which truly repre¬ 
sents the urges and aspirations of the 
developing nations and is not weighted in 
favour of the old vested interests. The fo¬ 
rum of non-aligned countries is perhaps the 
most appropriate one since a majority of 
developing countries and oil-producing 
countries are non-aligned. Apart from 
enabling the developing countries to tide 
over the current economic crisis, this will 
also strengthen the solidarity of the non- 
aligned movement and promote economic 
cooperation among developing nations. 

We in India have never stood for in¬ 
ternational confrontation, be it on the 
economic or political plane. Our constant 
endeavour has been of cooperation and 
search towards practical steps to correct 
the international economic disequilibrium. 
In the present situation, there is a great 
potential for bilateral and multilateral 
cooperation marrying financial resources 
and advanced technology with the skilled 
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manpower, natural resources and the 
industrial base available in India. I can, 
therefore, say with confidence that India 
would be a dedicated partner in any 
design which may emerge from the logic 
of enlightened global interdependence. 


4 The challenge before us is to sustain 
the momentum of economic development 
over a wide field and to do so in 
a manner which avoids the extreme 
of confrontation between the hyper-aff¬ 
luent and the desperate ■ poor. I repeat 


it is a truly global problem, and with 
enlightened self-interest, I hope, it will be 
possible for the world to devise ways and 
means of transforming the crisis of today 
into an opportunity for bringing about 
a more just and stable economic order. 


Neutralising the high 
- — cost of oil imports 


The history of flows of external capital 
shows that they have gone through 
various vicissitudes, depending upon the 
industrial development of a country, its 
external balance position, its surplus of 
savings, stability of exchange rates deve¬ 
lopment of institutions to mobilise and 
transfer capital and general confidence 
in international lending. 

If we take only the last hundred years 
of externa! capital flows, it would be found 
that capital outflows in the last quarter 
of the nineteenth century were mainly 
those from colonial countries (the UK, 
France and Germany) to their colonies. 
Such flow took place very often on a 
government loan basis when the colonies 
floated loans, particularly on the UK 
capital market. Second, large corporate 
enterprises in the UK, France and Ger¬ 
many often invested vast funds in their 
colonies, particularly African colonics, 
to develop their raw material sources. 
Institutional investment of capital, thro¬ 
ugh banks and insurance companies, was 
still limited and it was left to corporate 
enterprises in developed countries to 
raise resources in their home countries 
and to invest them in the colonies. There 
was little need for setting up joint enter¬ 
prises in the colonies since companies in 
colonial countries could open branches, 
or at worst wholly-owned subsidiaries to 
exploit the raw material sources; port¬ 
folio investment, therefore, in enterprises 
was limited. 

loss of colonies 

The World War I gave rise to two 
factors which affected seriously inter¬ 
national capital flows. First, it almost 
wiped out the foreign credit which the UK, 
had built up, Germany lost its colonies. 
Moreover, many countries in Europe, 
particularly Russia, refused to honour 
in the post-first World War period, the 
pre-war debts of their earlier govern¬ 


ments. Second, the period after 1918 was 
marked by considerable economic insta¬ 
bility. The UK went back in 1925 to 
the gold standard at the old parity rate 
of exchange, only to withdraw from it 
in 1931. The United States had a major 
economic depression in 1929, which 
spread to other advanced countries, 
making for large unemployment (and 
little ability or willingness to make inter¬ 
national loans) in these countries, The 
USSR in a small way, made international 
loans for political reason—to Turkey. 
Germany tried to reflate its economy by 
resort to armaments and to bilateral 
barter deals. 

economic instability 

The whole period of 1918-1939 
was marked both by currency 
and economic instability. At 
the same time, institutional financing 
increased through banks and insurance 
companies and, to some extent, portfolio 
investment began to be developed. The 
United States began to invest in Canada 
and in Latin American countries. Over¬ 
all, however, the free flow of capital 
which one noticed between 1875 and 
1974 was almost non-existent during the 
period J 918 to 1939. 

The post-second-World-War period, 
unlike the post-first World War period, 
saw a major movement towards better eco¬ 
nomic management and greater economic 
and currency stability till almost 1970. 
First, the allied governments set up the 
International Monetary Fund to make 
for stability in currency values, and the 
International Rank for Reconstruction 
and Development to provide capital funds 
for development on international 
basis. Second, many governments emer¬ 
ged as givers of foreign aid, mostly on 
a bilateral basis. Third, with greater 
confidence in economic and currency 


stability and with greater nationalism 
on the part of newly independent count¬ 
ries, joint enterprise (as distinct from 
branches and wholly-owned subsidiaries) 
became the more favoured form of cor¬ 
porate investment across international 
borders, and institutional agencies began 
to take on active interest in investment 
outside their countries, whenever freely 
permitted. 

large capital flows 

Under this dispensation, large capital 
flows took place across national 
borders. First, capital has flowed within 
the group of advanced countries, for 
example, among the USA and the UK, 
France, West Germany and Canada. Even 
in those advanced countries there have 
been bouts of nationalist fervour and, 
for example, both France and Canada 
have resented the encroachment of fore¬ 
ign, particularly the US capital, in their 
national economies. Japan whose indust¬ 
rial structure was destroyed in the second 
World War, managed, by a policy of 
nationalism, to keep out foreign capital, 
except on a portfolio basis. Second, large 
transfers of capital, mostly on government 
to government basis, have taken place 
from the advanced countries to develop¬ 
ing countries. 

The number of countries making 
such transfers has increased to cover 
the earlier vanquished countries such 
as West Germany and Japan: moreover, 
the Soviet bloc of countries has also 
begun to emerge as a supplier of capital, 
though on a limited basis and very often 
on consideration of their international 
policy. Beginning at a small level, 
the amount of aid flow has increased 
rapidly and is now estimated at about 
$11 billion. Of this, about 20 percent 
is provided by the World Bank, almost 
70 pet cent by the advanced countries. 
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and about tO per cent by the Soviet bloc 
countries. 

In the last four years the whole situa¬ 
tion has undergone a major change. The 
era of price and currency stability dis¬ 
appeared in 1970-71, Advanced countries 
are subject to inflation rates which now 
vary between 12 to 18 par cent per year, 
and most of then have now adopted 
floting rates of exchange, adding one 
more hazard to international transfer of 
capital. Many countries also suffer from 
balance of payments difficulties, with the 
result that they have tried cither to tie 
aid to purchases within their own coun¬ 
try or to reduce the flow of their aid. 
Restrictions on transfer of capital, parti¬ 
cularly in the United States, have led to 
the emergence of an entirely different 
phase, namely, the Eurodollar and the 
Euro-currency market. 

a new dimension 

To this situation, a new dimension 
has been added by the oil crisis; oil 
prices have risen four-fold. Since in ad¬ 
vanced countries oil enters both indivi¬ 
dual and industrial consumption, their 
expenditure on oil imports has in¬ 
creased correspondingly, without bringing 
about any reduction in their oil bill. 
This has created an apparent large 
balance of payments problem for these 
countries as also for developing count¬ 
ries. 

One consequence of this development 
has been that income-transfer has taken 
place to a small group of oil-producing 
countries. Some of these oil-producing 
countries, such as Nigeria and Indonesia, 
have large populations, and given their 
development needs, they would be able 
to absorb their oil surpluses in their 
development programmes. Iran has 
taken the course of using its additional oil 
revenues in armament purchase, in local 
development and in purchase of indust¬ 
rial and real proparty assets abroad. The 
less populated comtrics such as Saudi 
Arabia aid Kuwait do not have these 
opportunities open to use their oil sur¬ 
pluses and thsse surpluses have, therefore, 
emerged as larga liquidity problems for 
the developed countries. 

The oil countries have still to build 
up a philosophy on international aid. 
Some of them have provided oil to 
developing countries on a deferred credit 
basis; this has not reduced, but only 
phased out and postponed over a period, 
the burden of the price increase. Mtauy 


countries, such as Kuwait, are also 
setting up institutional facilities to 
transfer a part of their oil surplus for 
aiding developing countries in Asia 
and Africa, Necessarily, it will take 
some time to build up institutional in¬ 
frastructure and in the meantime, deve¬ 
loping countries will have to put up with 
the burden cf higher oil prices and 
temporary arrangements to finance the 
higher oil cost. 

The brief review of international 
capital flow shows that, at different 
times in the past, different groups of 
countries have emerged as providers of 
capital on varying considerations. While 
in the past capital flows were on a free 
basis and were, in the case of industrial 
enterprises, of a self-financing character 
in that the investment led to an out¬ 
flow of raw materials to service it. In 
more recent times much of international 
transfer of capital is on government-to- 
government basis aud a large part of it is 
intended for development of local enter¬ 
prise. 

How does India stand in this interna¬ 
tional context? India has been a large 
borrower of capital abroad, partly from 
multi-national agencies such as the World 
Bank and partly on a bilateral basis from 
advanced western countries such as the 
USA, the UK, Germany and Japan. At 
one point of time in the early sixties, 
such capital inflows, on a net basis, al¬ 
most neared one billion dollars. In 
addition, India has been receiving mostly 
project aid for specific large projects 
in the public sector from the Soviet bloc 
countries. 

declining aid 

However, since the mid-sixties, the 
flow of capital has slowed down for two 
reasons. First, as various advanced 
countries have run into balance of pay¬ 
ment difficulties or have become unhappy 
with India’s foreign and economic poli¬ 
tics, the am>unt of capital transfer 
From them to India has tended to dec¬ 
line. Second, repayments on the ear¬ 
lier borrowings made by India have al¬ 
ready begun, with the result that a subs¬ 
tantial part, at present almost SO per 
cent of the gross capital inflow, is now 
used up to service past debts. For 
both these reasons, the actual volume 
of transfer of capital to India has re¬ 
mained at a relatively low level. The 
only bright spot in this situation is the 
continued willingness of the World Bank 
not only to maintain its operations in 


India but to increase them under' the. 
new McNamara programme of sharply 
increasing the general role of the World 
Bank in international lending, 

India has so Fur developed small 
oil reserves, and production from local 
sources hardly meets one-third of India's 
oil requirements, India, therefore, 
imports at present about 10 to 12 mil¬ 
lion tonnes of crude oil to meet its ener¬ 
gy requirements, mostly for industrial 
energy and for production needs. While, 
in relation to international trade in oil 
India's requirements arc small, but in 
relation to India’s external trade and its 
balance of payments position, these are 
pretty high. The four-fold increase in the 
price of oil has increased India’s imports 
bill by almost R.s 1,000 crores or 40 
per cent of the prc-priee-incrcusc imports. 
India has tried to meet this problem 
in various ways, particularly by arrang¬ 
ing deferred credit facilities with some 
oil producing countries and by borrow¬ 
ing from the International Oil Facility set 
up by IMF. 

Intensified search 

I can mention various factors which 
go to help India in meeting this prob¬ 
lem—>lct me say not immediately but 
only in the long run. First, our oil 
exploration effort has been intensified 
and we have also allowed foreign capi¬ 
tal to enter the field of oil exploration 
in off-shore areas. 

In addition, India has entered into 
various bilateral contracts with the oil¬ 
exporting countries to develop giant pro¬ 
jects in industry. Examples are export 
of Indian iron ore and pellets to the oil- 
producing countries for the manufacture 
of steel, export of cement for their cons¬ 
truction programmes and export of 
bauxite or alumina for processing into 
aluminium. 

India has also the opportunity to pro¬ 
vide technical and other personnel to the 
oil-producing countries in developing 
their economies. India has a vast infra¬ 
structure of skilled and educated hu¬ 
man beings which can be used to further 
international contacts and the industrial 
development of the oil-producing countries. 

Finally, one must consider how far 
India’s own resource position and indus¬ 
trial effort will be affected by these fac¬ 
tors in international transfers of capital. 
It has to be recognised that India at 
present faces a severe resource constraint, 
both in the field of foreign currency re¬ 
sources and in the field of local currencj 
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resources. The constraints have been 
such as to put a severe limit on our own 
investment and development effort. How¬ 
ever, it appears that to an extent the 
constraint of foreign capital is likely to 
be relieved. This optimism is based on 
the fact that the oil-producing countries 
have vast surplus of foreign exchange 
resources with their governments unlike 
m the advanced countries where such re¬ 
sources have to be collected through 
taxation or market borrowing in order 
to provide aid to developing countries. 
What is lacking in the oil-producing 
countries, therefore, is not the resources 
but the philosophy of development aid. 

In both these respects, oil-producing 
countries are taking steps to build up 
rapidly their institutional infrastructure. 
It is known that these countries have 
been gradually working out a philosophy 
of providing aid to developing countries. 
Moreover, they are also setting up insti¬ 
tutional agencies in various, fields to 
process projects and determine the re¬ 
quirements of capital of the borrowing 
countries. 

I would also like to mention that the 
burden on India of the increased oil price 
has to some extent been mitigated by 


rising international prices for its own 
exports. The terms of trade, therefore, 
have not moved against India as much 
as the mechnical increase in the price of 
oil might seem to indicate. India is able 
to get higher prices for its exports and 
this, to a partial extent; neutralises the 
higher cost of oil imports. 

More important than this impact of 
price rise is the fact that such price rise 
has tended to make Indian manufactures 
much more competitive in the inter¬ 
national markets. In the past the main 
charge against India was that it was set¬ 
ting up industries which were not com¬ 
petitive on an international basis. How¬ 
ever, even in the past, because of deve¬ 
lopment of local surplus and keen com¬ 
petition, India was able to export large 
quantities of manufactures—items such as 
steel pipes, wire ropes, textiles and so 
on. Our calculation of projects financed 
by ICICI shows that these projects ex¬ 
ported in the year 1973 Rs 112 crores 
of manufactures to various destinations. 
This compares with the foreign currency 
loans of a few million dollars given to 
them by ICICI. 

This is about the past. I am even 
more confident about the future, parti- 


iBmiroef WMi 

cuiarly in the light of the current pricer 
and manufacturing cost trends in India 
and internationally. During the last 
two years ICICI has been making com* 
parisons of costs of production of pro¬ 
jects in India with international prices, 
to determine the international viability of 
these projects. These show that almost 
all projects fiaanced by ICICI are 
now viable internationally* earning on an 
average an economic return of 20.3 per 
cent. The international price situation, 
therefore, has changed so radically that 
India cannot be accused today of setting 
up white elephants. 

However, if we are to take advan¬ 
tage of this international viability of 
our local manufactures, then we have 
to realise that, as in the mid-sixties, we 
have to develop local surpluses for ex¬ 
port purposes At present, we are spar¬ 
ing some items such as cement for export 
only by denying local needs, This is not 
the best way to develop exports. It is 
much better if we increase our manufac¬ 
turing capacity in internationally viable 
industries rapidly so that we are able to 
generate surpluses, after satisfying local 
needs, which would help to increase our 
exports. 


Wanted: 

Vinod Parekh 


Every phase of a period has its own 
problems and projections and they look 
very difficult at times. But I frankly be¬ 
lieve that more than the international 
monetary crisis which started three or 
four years ago, flouting rates of exchange, 
pollution problems and its effect on the 
supply and cost of a number of critical 
items and laterally aggravated by the 
high prices of crude oil, ati make the situa* 
tion complex as well as challenging. As if 
meeting the high cost of crude oil im¬ 
ports in India was not enough, we also 
had the additional burden this year of 
importing fooJgrains and fertilizers on 
a large scale, This has no doubt 
caused a great strain on our balance of 
payments position. But l am glad to say 
that we have stood the test fairly well. 

Our exports which were nnder Rs 2,000 


right plans 
and priorities 


crores only two years ago, will hopefully 
reach Rs 3000 crores this year showing a 
50 per cent rise in just about two years. 
I think there is a great need in this coun¬ 
try to boost exports and there is a plan 
and a programme for it and it is, in my 
view, quite capable of achievement, and, 
that is, to double our exports in the next 
four or five years. In fact, where do 
we look for these opportunities and how 
do we go about doubling our trade? Men¬ 
tion has been made elsewhere that these 
gains that India has made recently, have 
been more in the nature of the commo¬ 
dity boom and the inflationary pressures 
which the world has experienced. Well, 
I see nothing wrong in claiming higher 
prices for our goods if we have to pay 
higher prices for our imports. That apart, 
it is true that our exports have consisted 
of primary objects. Here again, 1 see no¬ 


thing wrong in exporting primary commo¬ 
dities. After all, a dollar earned is a dollar 
earned whether we export sugar or we 
export sugar machinary and quite frankly 
may be that our chances of being able to 
increase our export of sugar are better 
than exporting sugar mcahinery. 

I am, by no means trying to under¬ 
play the role of engineering goods and 
chemicals or the middle level techno¬ 
logy. In a country such as India with the 
size of resources that we possess, our ex¬ 
ports by their very nature, have to be 
diversified and if we decide to double 
our exports, we naturally have to 
advance on all fronts. At the same 
time Ido not think that we wish to des¬ 
pise exports of agricultural commodities 
or natural resources. Iron on is one 
suoh case. Really if we are going to 
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achieve the best results, we have got to 
find out where we are at an advantage 
with the rest of the world and how can 
we exploit these advantages to our best 
benefit. What is required really is 
modernisation of the exports of these 
natural commodities. For example, in 
the case of sugar we find that the stan¬ 
dard of packing, as well as refining could 
be substantially improved and this would 
automatically give us a premium. We 
are unfortunately subject to sellers* mar¬ 
ket conditions in our internal trading 
and this somehow also reflects in our deal¬ 
ings in export. But if we apply some 
kind of modern thinking, than there arc 
prospects of improving and adding value 
to the exports of our natural goods. 

value added prices 

I think that exports of these goods 
for value added alone could give us 
another 3 to 4 ciores of rupees easily 
in the next 2 or 3 years time. There 
are other by-products such as alcohol. 
A lot of mollasscs goes waste. However 
we are at the moment concluding a deal. 
There are many other by-products, 
which wc could take advantage of 
We have to use our own raw materials and 
process them and thcieby again getting 
value added prices. 

Leather altogether gives about 
Rs 150 crorcs mainly in the foim of 
what wc call semi-processed leather but 
it is ically raw hides and skins and this 
could be turned into leather shoes, bags 
and so on and so foith, for which to my 
mind there arc bright piospats. If we 
go about the right way, these exports of 
leather could rise by Rs 300-400crorcs in 
the next three to four years. 

There is ulrcady evidence of a growing 
volume of exports in finished leather, 
leather products and meat, particularly to 
the middle-cast. There may be some sus¬ 
ceptibilities to the thought of beef. But 1 
see no reason why wc cannot export 
mutton for which there is a very good 
market in the neighbouring countries. 
What is, therefore, required is to realise 
that there arc a whole lot of possibili¬ 
ties and prospects. Wc have got to help 
the «nall and medium producers and en¬ 
courage the spirit of entrepreneurs. 

In the case of leather, not many inputs 
are required. It is a technology that we 
already possess. It is a question of put¬ 
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ting a few units together and getting on 
with the job. 

In India we have a large 
number of trained engineers, arch¬ 
itects, etc. Construction programmes are 
going on both in west-Asia and south¬ 
east Asia. This again could easily give us 
an exchange earning ojf Rs 200-300 crores. 
We could also think of setting up joint 
ventures. Some Indian companies have 
already sot up textile mills and various 
olher units in Africa and Asia. 

There has been some talk of re¬ 
cession and we have not yet found any 
effect of this in terms of orders coming 
fiom the advanced countries. In my view, 
there is a very good market for consumer 
and departmental goods for which we 
could response to international tenders 
ni western Europe and America. Wc 
have large markets waiting to be tapped 
amongest ncibours. in the oil- 
producing countries a number of pro¬ 
jects are under way. In fact, wc have 
dealt with selling sugar, cement and iron 


ore etc. in the OPEC. We have the shipping 
companies, aluminium projects ana the 
like. All kinds of proposals are coming 
forward from our neighbours in the mid¬ 
dle east which have bright good prospects. 
Then wc have the trade with 
the socialist bloc and the Soviet Union, 
which has grown enormously. This has 
a capacity to grow by another Rs 300 to 
400 crores in tnc next year. 

Apart from these markets, there is the 
question of relative stability that we have 
because of the bilateral nature of the 
dealings which are free from the 
vagaries of the other free foreign exchange 
areas. 


I think the exports can be doubled in 
six yc.uV time, and is within the 
realm of possibility. Wc have to achieve 
this by providing the right kind of in¬ 
frastructure. There is the shortage of 
power and transport problems in the 
movement of iron ore, sugar, etc. 
What is perhaps not being sufficiently 
realised is the lack of port facilities. Our 
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ports have not changed much in the last 
20 years and if we are going to double 
the volume of our trade, we will obvious, 
ly require immediately more ports with 
berthing, loading and unloading facilities. 
With the facilities available now, we can 
load at the rate of 1,000 tonnes. We 
should have facilities where we could 
really be able to load 10,000 tonnes per 


day. 1 think our friends in Iran and Iraq 
also have same problem of port facilities, 

The trade is suddenly going up very 
fast and the facilities are not adequate 
in order to meet the requirements 
of the growing volume of trade. 
But given the right kind of plans and 
priorities and the right kind of quick 
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dicisions-making. I have no doubt that 
there are good prospects for increasing 
our exports. We will again see a further 
25 per cent increase immediately in the 
next year partly by value addition 
and partly by inputs of new com¬ 
modities. We are on the right track and 
given right plans and priorities, this tar¬ 
get is within the realm of achievement. 


The price of iron ore - 


The mineral industry has created a lot 
of sensitivity in the minds of deve¬ 
loping countries mainly because of 
the fact that nowhere else do you 
find such a colonial pattern of trading 
as in the case of mineral resources. I 
was told by His Excellency the minister 
from Iran, who said: **we do not 
want to own India or even a piece of 
land in India.” On the other hand, in 
mineral industry, we And that the deve¬ 
loped countries have gone into the 
developing countries, as the develop¬ 
ing countries were not able to afford the 
massive resources required for investment 
in mining, in extraction of metals, and 
the developed countries were able to 
make them captive sources of supply and 
give an artificial pricing pattern and 
and depress the prices over the last 50 or 
60 years. This was an imperative neces¬ 
sity which wc had to face. 

brief outline 

Let me give you a brief outline of the 
iron ore Industry both in India and the 
world. The production of steel in 1973, 
if I am not mistaken, was 696 million 
tonnes, and the prospect for steel pro- 
production, inspite of the transient 
recession which we arc facing today, 
is estimated by many international autho¬ 
rities including the IIS1 will be 1100 
million tonnes by 1985. The two major 
producers of steel the USA and the 
USSR have a large supply of iron ore 
coming from within their own countries, 
and therefore, the overseas trade in iron 
ore is likely to develop from about 350 
million tonnes at present to about 700 
million tonnes in another ten years. 

So far as India is concerned, iron ore 
is one of the commodities in which we 
have the benefit of long-term perspective 
planning. Today our plans for export 
are ready up to 1985; this is not the case 
in any other commodity. It is vciy 


likely that iron ore might become the 
number one foreign exchange earner by 
1980, unless we develop two million 
tonnes of sugar for export. I am 
sure that iron ore will still be number 
one exchange earner and with 
sugar it would compete by 1985, There¬ 
fore, it is quite necessary that we 
should have a perspective plan for our 
exports. But this plan has changed from 
time to time. According to our original 
fifth five-year Plan targets, we wanted to 
have 56 million tonnes of iron ore ex¬ 
port. It was pruned down to 42 million 
tonnes and may undergo further changes. 
The main reason for pruning down the 
targets for iron ore export is not the 
lack of iron ore. 

There is a popular fallacy in 
India that this is a wasting resource 
which we cannot afford to export. 
We must have a perspective plan in 
this matter for 100 or 200 years. We 
cannot really have the same thought 
or the same impression about iron ore 
as we have got for oil and coal. These 
resources are estimated to last for 30-40 
years. There are prophets of doom every 
where who say that there will be no energy 
resources after 30 years, and by 2000 AD 
they world would have depleted all the 
coal reserves. But, 1 am sure that new 
resources will be found from time to 
time and even oil resources may last for 
another hundred years. 

So for as iron ore is concerned, the 
proven resources and the inferred re¬ 
sources in India which aggregate to 
10,000 million tonnes should last for 
200 to 300 years even at the present rate 
of depletion. There is no need to worry 
that by exporting more and more iron 
ore we will be dissipating the natural 
resources which will become necessary 
for the country's development later on. 
If we have a long-term perspective, as 
I have narrated above the export of 56 


million tonnes by the end of the fifth 
Plan was not an unimaginative target But 
we had to prune down because of non¬ 
availability of internal resources for 
developing the mines and the necessary 
infrastructure. 

huge investment 

We know that a million tonnes 
of iron ore export will mean an 
investment of Rs 40 to 50 crores in 
production infrastructure, transportation 
development, port development and also 
if we rationally proceed, in the develop¬ 
ment of shipping. Therefore, if we 
want to have 56 million tonnes of iron 
ore export as against the present level of 
about 25 million tonnes we can imagine 
the requirement of additional internal re¬ 
sources. Iron ore is one of the commodities 
in which we do not require large amount 
of foreign exchange component at all 
because very little machinery is required 
and with a will we can manufacture that 
in India. What is needed is rupee in¬ 
vestment and the returns which we 
should get from this. 

Unfortunately, in our country, iron 
ore development has not been integrated 
to that extent, as in Australia or Brazil 
where wc could have returns which are 
commensurate with the investment. For 
example, in India the railway freight is 
not related to what it would cost us 
to operate the railway line. We have a 
railway line from Bailadilla mines to 
Vizag. ]f this is operated by the Minerals 
and Metals Trading Corporation 
(MMTC), the cost would be much less 
as compared to the freight being 
charged now: we will certainly operate 
it much cheaper. This is happening in 
Australia and Brazil. That is why they 
find that the export of minerals is more 
profitable than that of other things. 

In 1952 the iron ore export was at a loss 
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and the government was subsidising it. 
It is only when in 1972 the prices incmas- 
ed, it was possible to reach the stage of 
breakeven point and in 1974 we started 
making a marginal profit. The cost com¬ 
ponents in iron ore export are artificial. 
We are substantially losing by paying 
freight for iron ore to the port—to 
Paradip, Vizag or Goa or from 
Beliary-Hospet to Madras. All this 
is very uneconomic. The port charges 
are the highest in our country. In 
Australia it is 25 cents per ton; here 
in India it is more than two dollars 
in some cases. All the cost components are 
unreal and are not economic at all. Ins¬ 
pite of it, we have reached the break¬ 
even point, because of the fact that 
labour is cheap. The production cost 
is much lower than in the highly- 
mechanised mines of Australia and 
Brazil. 

bright prospects 

The outlook for iron ore is that there 
will be increase in overseas trade by 
about 350 million tonnes between now 
and 19S5. Wo have to see whether 
we are going to have our due share 
of this as w3 are only proposing 
to develop our export from 25 million 
tonnes in 1974 to perhaps 35 million 
tonnes by the end of the current Plan 
period. 1 do not think that our targets 
are ambitions and unrealisable. In this 
miller, 1 would like to say that we are 
faltering in our policy in upgrading this 
product and beaefisiating it. Everywhere 
the steel plants are anxious to choose 
the products they bily. They are no 
longer content with buying just the iron 
ore; they want higher grade iron 
ore, having some special charac¬ 
teristics. 

More and more steel plants are going 
■n for pellets as the main feedstock for 
production of steel. We know that when 
we pelletise, we have already fuel in* 
put m iron ore and the fuel consumption 
liter is reduced thereby. Most of the 
steel plants are goiag in for 20-30 per 
cent of pellet feed. There is no need for 
us to hesitate about going in for more 
and more pellets. We should be export¬ 
ing only about five million tonnes of 
pellets at best out of the 35 million 
tonnes targetted for 1978-79 of normal 
iron ore. We know that the economics 
of upgrading even to the pellet stage is 
103 per cent more of the added value. In 
the csss ofmtny other minerals, a saull 
a neut of benefication wilt result in very 
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great added value. These are concepts 
which we should work upon. There were 
many doubts in the mind of the govern¬ 
ment of India about the possibility of 
making pellets and of getting returns 
commensurate with foreign exchange 
inputs required for producing pellets. 
Therefore, there has been a little slowing 
down in the pelletization programmes 
which was initiated as early as 1965 
in this country. 

I will now discuss the modality of 
cooperation which has developed between 
India and Iran in the iron ore industry. 
When Dr. Ansari was here to dis¬ 
cuss the possibilities of investments in 
India, he came with a staggering amount 
of money in his packet. I was sent for 
by the then Foreign minister, Mr Swaran 
Singh and was asked to state whether 
there was anything possible on the iron 
ore side. I told him about the two pro¬ 
jects which we had just shelved be¬ 
cause of Jack of money. One of them 
was the Kudremukh project. I was 
pleasantly shocked at the reaction of 
Mr Atisari. He asked: “How much 
money do you want' 1 ? I had old estimate 
of 300 million dollars. He said: ''Here 
is the money. Please sign the contract’*. 

It was as simple as that. There was no 
doubt in his mind about the possibility 
of developing the project. We *were not 
questioned about the debt-equity ratio 
of the loan, and when the project cost 
went up, there was no hesitation in 
increasing the 'money. In the nego¬ 
tiations which* have grown subse¬ 
quently, I must say that we have 
seen an example of bilateral relationship 
which is most heart-warming. 

new lead 

I know that there is a background for 
this in the original UNCTAD resolutions 
and setting up of such industries in the 
developing countries is atmexure to 
UNCTAD document which says that 
the developed countries can give 
as a loan some money for industry in 
the developing countries and take back 
payments in the form of production 
of that industry and this is exactly what 
Iran has done in the case Kudremukh. I 
think they have given a lead to many 
other countries. We are just now 
considering a similar proposal from 
another oil-producing country and 
there are many other countries and I 
see a hops that many of the* projects 
which we have -shelved* win be revived 
because both for financing rupee expendi- 
* 
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tpre and foreign exchange expenditure 
the funds will he forthcoming. I Will 
not be surprised if by the rend of the 
current Plan period, we attain pro¬ 
duction of 56 million tonnes of ore 
and about 10 or 12 million tonnes of 
pellets. 

I would also like to mention briefly 
about the price of iron ore. We know, all 
over the word, producers of natural 
resources are in a ferment. We have seen 
the result in the oil countries when the 
prices were depressed. They ftlt they were 
deprived of the money that was naturally 
due to them and the reaction has been 
very extreme. Of course, OPEC justi¬ 
fied the price level and I wish wc could 
also justify similar price level in iron 
ore that in case we would be certainly 
happier. 


special action 

In any case, alt countries have been 
trying to take some kind of special 
action to see that the prices of natural 
resources are improved. Whep multi¬ 
national corporations invested in 
mineral resources they got a hold 
on the economy, they were only content 
with their own profits. 

In late 1972 when the ex mime 
minister of Australia visited India, I had 
a meeting with him. He said, it did not 
matter so long as they made a couple of 
dollars profit. I said; “You get only 50 
cents or 25 cents of royalty which you 
am levying while this kind of discovery 
has resulted in extreme action as in the 
case of the government which put a 
very heavy royalty of 25 per cent on the 
FOB value of potash. This is now so 
heavy a royalty that people are unable to 
export potash”. 

So the state interferes when their 
mineral resources arc taken away 

by multi-nationational corporations 
who make 2 or 3 dollars profits. And 
when they make this profit, it is not in 
the country in which they produce the 
natural resources, The profit is made 
in another country. The trading 

corporation in the USA or 
elsewhere and not the producing 
company in which they have in¬ 
vested in Australia. Therefore, it 

becomes necessary for all developing 
countries to get together and to form 
some association which would regulate 
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and control the production and the 
pricing policy and generally get informa¬ 
tion about markets and prospects of 
exports. 

Dr Lall gave a very good lead 
when he was here in UNCTAD II. He 
called together all the developing coun¬ 
tries what was originally a club of deve¬ 
loping countries. We decide in 1972 that 
three major producers in the world being 
in the developed world, they should also 
be called in and that is why Australia 
Canada and Sweden have been enlisted. 
Australia in particular has a definite 


philosophy of supporting developing 
countries in improving their foreign ex¬ 
change position through the export of 
raw materials. Australia itself is very 
much dependent—nearly 70 per cent of 
its export income is from mineral exports 
and from the export of raw materials. 
It is committed to a philosophy of sup¬ 
porting developing countries. We 
have its whole-hearted support in our 
demand to form a club and in the 
last January meeting in Delhi, we com¬ 
pleted the labours which may result in 
the setting up of an organisation. I have 
mentioned this not so much as to say that 
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iron ore prices will go up. This price 
would have gone up by itself in any case. 
One of the greatest mineral economist in 
the world in his book said that by the 
end of this decade, there will be a severe 
shortage of raw materials and for minerals, 
and it will no longer be economic for 
people to produce. Steel producers have 
certainly responded to the great stress 
which is being placed on many countries 
and I am glad to say that I have myself 
given an undertaking to the Planning 
Commission personnally that the price 
of iron ore will be at least 100 per cent 
higher by the end of this decade. 


Towards a new 


economic order 


Prof. D. P. Chattopadhyaya 


Wb a&b in the midst of crisis when the 
World economy is confronted with the 
most formidable and challenging circum¬ 
stances since the end of the World War 
II. Galloping inflation, acute imbalances 
in the international payment system and 
near-stagnation in the real output of 
many major countries have combined to 
create a situation of danger and uncer¬ 
tainty for developed and ^developing coun¬ 
tries alike. The repercussions, however, for 
developing countries have been obviously 
more severe because of their greater vu¬ 
lnerability to external economic impluses. 

We have now reached the middle of 
the second Development Decade and we 
cannot help feeling that the progress 
made in the implementation of the subs¬ 
tantive provisions of the International 
Development Strategy adopted in 1970 
has been disappointing. In spite of 
the significant efforts made by the deve¬ 
loping countries, their average rate of 
economic growth, as reflected in the 
growth rate of their real product, showed 
a distinct decline in the levels reached 
toward the end of the last decade. Where¬ 
as for the developed countries, the total 
national product increased at an average 
rate of 4.9 per cent during the first Deve¬ 
lopment Decade, and by S.2 percent from 
1970 to 1973, it declined for developing 
countries, outside the category of oil¬ 
exporting countries from a level of 4.6 
per cent to 3.8 percent in the correspon¬ 
ding periods. The inequality among na¬ 
tions has, therefore, become sharper and 


even the modest beginnings stipulated in 
the strategy towards narrowing the gap 
in living standards between the developed 
and the developing countries, are not yet 
ia sight. 

comprehensive programme 

The strategy for the second Develop¬ 
ing Decade was the first ever comprehen¬ 
sive programme to be adopted by the 
United Nations covering all sectors of 
activity for concerted and convergent ac¬ 
tion by countries at different levels of 
economic development and different 
economic and social systems. In adopt¬ 
ing the strategy, the developed countries 
had undertaken a major commitment to 
contribute to the attainment of higher 
economic growth for the less affluent 
countries of the world. 

For the first time, agreement could 
be reached on certain vital measures 
which would have significance in 
the dynamic context of restruc¬ 
turing of the world economic and commer¬ 
cial order. These relate particularly to the 
commitments undertaken by the develop¬ 
ed countries in the field of science and 
technology, on the question of produc¬ 
tion policies in both developed and deve¬ 
loping countries being carried out in a 
global context and are designed to achieve 
optimum utilisation of world resources 
benefiting both developed and developing 
countries. The document was exepeelesl 
to impart coherence and rationality to 
the efforts of the international community 


to fashion a new world economic and so¬ 
cial order. 

No doubt, the basic postulates under¬ 
lying the strategy have undergone consi¬ 
derable changes. We have, however, yet 
to notice any purposive action on the part 
of the developed countries in area such 
as the elimination of tariff and non-tariff 
barriers to imports from developing coun¬ 
tries. The new Multilaterial GATT Nego¬ 
tiations have taken long to got started 
and the results are yet uncertain. In the 
meantime, certain important countries 
have adopted legislations which raise 
serious policy issues and may erode 
the benefits which could flow from a pos¬ 
sible liberalisation of the world tra¬ 
ding structure. International actions in 
respect of pricing policy and commodity 
arrangements on measures to improve 
conditions of access for products of the 
developing countries have been feeble. 
As a consequence, the share of the deve¬ 
loping contries in world trade has conti¬ 
nued to deteriorate. In fact, while the 
share of developed countries has gone 
up from 68.1 per cent in 1960 to 72.5 per 
cent in 1973; that of the developing 
countries including the oil-exporting coun¬ 
tries countries, has declined from 21.6 per 
cent to 18.1 per cent In countries not in 
the category of oil exporters, the share of 
world trade has declined from 14.8 par 
cent to 10.7 per cent. 

Apart from this objective Of a mote 
equitable distribution of the intematio- 
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na! trade flows among developed and 
developing countries, the development 
strategy has assigned an important role 
to the total flow of financial resources 
to developing countries and assigned a 
fixed percentage to official developmental 
assistance as a proportion of total finan¬ 
cial flows. Against a target of one per 
cent net transfer of GNP from developed 
countries, the financial flow has declined 
from 0.84 per cent of the GNP of the 
developed countries to 0.73 per cent in 
1973, and what is of even greater concern 
is a sharp decline in the official compo¬ 
nent of developmental assistance from 
0.5 percent in 1960-61 to only 0.30per cent 
in 1973, which is far below the stipulated 
target of 0.70 per cent assigned in the 
development strategy document. 

The strategy was conceived in the 
spirit of cooperation by the international 
community to refashion the world econo¬ 
mic system along more rational lines. 
Since its adoption, there have been 
far-reaching developments which, no 
doubt, require a re-assessment of many 
important principles elaborated in the 
strategy. 

The persistent inflationary pressures 
in the principal developed countries, the 


monetary stability, the growing concern 
for the preservation of the human en¬ 
vironment, the need to regulate the 
activities of the multi-national corpora¬ 
tions and the far-reaching impact of the 
oil crisis, require a re-assessment of 
many of the principles adopted in 1970. 
Particular attention needs to be given 
for securing structural adjustments in the 
economies of both developed and deve¬ 
loping countries for rc-fashioning the 
flow of world trade in consonance with 
changing comparative factor advantages. 
It will not be possible to secure a rational 
international division of labour without 
the adoption of anticipatory adjustment 
assistance measures, so that the future 
evolution of world trade recognizes the 
need for maximising the gains from 
trade for the world economy as a whole, 
and in particular the economies of the 
developing countries. 

The international community has 
shown its consciousness to many of these 
problems. It is in this spirit that the sixth 
special session of the United Nations 
on Raw Materials and Development of 
Developing Countries drew up a specific 
programme of action for dealing with 
these complex problems. A number of 
provisions of the programme of action 
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relating to development of trade, transfer 
of technology, have re-foruiulated the 
development decade strategy, in the 
light of the changes in the international 
situation, which have taken place since 
then. It would be our expectation that 
the review of procedures arid programmes 
being currently devised by the inter¬ 
national community in connection with 
the strategy would devote itself to 
a practical assessment on the extent to 
which both the strategy and the pro¬ 
gramme of action of the special session 
has been implemented and the further 
steps which need to betaken in this regard. 

This is not an easy exercise and 
would require the necessary political 
will on the part of the developed and 
developing countries for adopting measu¬ 
res which, though in the short run would 
create transitional difficulties, in the long 
run would contribute towards the estab- 
lishmcntof the new and desired economic 
order. It is only thorough coopera¬ 
tion based on understanding, through 
concession and compromise, that we can 
hope to achieve a just and fair use of 
world resources and can put the accumu¬ 
lated skill and experience of the com¬ 
munity of nations to tlvj service of 
mankind. 
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Development banks and 

credit from OPEC 


C D. Khanna 


There are three development banks in 
India: the IFCf, established in 1948; the 
ICICI, established in 1956; and the 1DBI, 
a subsidiary of the Reserve Bank establi¬ 
shed in 1964. Between the three develop¬ 
ment banks in the country we are finan¬ 
cing, on a consortium basis, most of 
the largc-and medium-sized projects in 
the country. 

Looking to the record of the IFCI. 
for example, during the last 26 years, we 
have given total assistance of the order 
of about Rs 500* crores, equivalent to 
652 million US dollars covering about 690 
large-and medium-sized projects distri¬ 
buted over traditional and non-traditional 
industries: for example, we have financed 
U 7 sugar projects, of which 94 are in 
the cooperative sector; in the field of 
chemicals, lS-ftrtitiier projects, 29 basic 


chemicals projects, 24 synthetic fibres 
and resin and 19 other chemical proje¬ 
cts, totalling 85; 108 cotton textile pro¬ 
jects, 14 jute projects, 51 iron and steel 
projects, 12 non-ferrous metal projects, 
33 paper projects, 52 machine projects, 
25 cement projects, 17 rubber projects, 
33 transport equipment projects, 37 ele¬ 
ctrical machinary and appliances projects 
and 61 other projects. The estimated 
cost of the projects is Rs 2,600 crores, 
equivalent to US dollar 3.4 billion. These 
projects have been financed on a consor¬ 
tium bases by the all-India institutions, 
including the LIC and the UTI, in certain 
cases and and also by the state level 
institutions. 

The ICICI is the main source of 
foreign currency loan in this country 
as it is getting World Bank credit; in 


the case of the IFCI, there is a limitation 
we arc getting credit from West Germany; 
we have got 13 currency loans 
from West Germany, two loans from 
USAID, equipment credit from BFCE, 
and four allocations under the UK/India 
Capital Investment Loan amounting to 
$4.50 million. The IFCI has given 252 
sub-loans of an aggregate value of Rs 55 
crores to meet the foreign exchange 
requirements of the industries iu 
India. 

In the case of the IFCI, the contribu¬ 
tion to the cooperative sector is very sig¬ 
nificant. About 34 per cent of' outside 
rupee loan assistance has gone to coopo 
ratives, mostly sugar and textile industries. 
As I mentioned earlier, wc have 94 
sugar cooperatives, 27 textile spinning 
coopratives, one fertilizer cooperative, 
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one Jute cooperative and one vegetable 
oil cooperative. 

As I understand specific proposals 
should be mooted as to how there could 
be better cooperation between the oil- 
producing countries and developing coun¬ 
tries such as India. It strikes me that 

Search 


C. Subramaniam 

First of all wc have to realise where we 
are and why we have arrived at a parti¬ 
cular situation. If you look into the 
sixties, particularly the early part of the 
sixties, great concern was expressed with 
regard to the food situation in the world 
as a whole, and it was lought that, by 
1975, there would be serious scarcity 
conditions, particularly in many of the 
developing and thickly-populated coun¬ 
tries and that some of these countries 
would face not only scarcity conditions 
but famine conditions leading to millions 
of starvation deaths. Then suddenly the 
situation took a turn, particularly be¬ 
cause of the new technology which was 
available and which was adopted 
in many of the developing coun¬ 
tries. Therefore, there was almost an 
euphoria that we had got over the food 
crisis. But in the seventies, agaih, we 
have gone back to square number one 
and there is a good deal of anxiety 
regarding the food situation and we are 
trying to take various global measures 
for the purpose of meeting the situation. 


international attempt 

The last international attempt was 
i; U : Rome Conference about which people 
had great expectations. But, unfortu¬ 
nately, as it happens with all inter¬ 
national conferences, they made some 
pious statements; some pious resolutions 
were passed; but, I have not been 
able to see positiveline of action 
to meet the situation. Then .we 
had the warning by eminent scientists 
and sociologists with regard to our 
environmental erosion, l am sure.all of 
us know about it: if wo go in the 
same direction as we have been going 
for the last 10 or 15 years, particularly 
after World War H, by the end of this 
century or the beginning of the next 
century, we would be reaching a situa- 


there could be two possibilities. The 
credit from the development banks in the 
oil-producing countries could be on the 
same lines as the credit we are getting 
from West Germany. The lines of 
credit could also be given either to the 
government of India or direct to the deve¬ 



lopmental agencies such as the ICICI, the 
IDBI or thelFC for specific industral pro¬ 
jects, for example, sugar, cement or alu¬ 
mina and the product could . be 
earmarked for export to the oil producing 
countries. I would like to make this 
positive suggestion. 


for a 

global strategy 


tioti where these resources would have 
been completely eroded and the resour¬ 
ces position would begin to deteriorate 
fast, and not only the energy crisis will 
be there but all sorts of environmental 
degradation would come about. There 
fore, this is a warning to the world 
that the direction in which we were 
moving, particularly the direction of 
measuring progress by the consumption 
pattern, by having more and more con¬ 
sumption, would mean more and more 
progress, but if this approach continues, 
the human community as a whole would 
come to a halt: there is the other side 
of the picture also apart from the resour¬ 
ces being exhausted, namely, the whole 
environment being completely degraded 
to such an extent that human existence 
itself would become difficult. This 
warning is on the basis of more and 
more development. 

application of technology 

Today the situation which we have rea¬ 
ched is the result of the development of 
science and technology, the application of 
science and technology for various deve¬ 
lopmental purposes. Apart from the other 
aspect of science and technology being 
used for destructive purposes by the 
development of atomic and various 
other weapons, even if the process 
of the application of science and techno¬ 
logy for developmental purposes goes 
beyond a certain level, it begins to inter¬ 
fere with nature, thus spoiling the en¬ 
vironment altogether. 

The very process of development and 
application of science and technology 
beyond a certain level jvas leading us to 
a position where the natural environ¬ 
ment was getting completely affected. 
As a matter of fact, we had the 
Stockholm Conference to deal with 


this aspect. There also, we had 
forthright statements from the states¬ 
men of the world and as usual 
we ended with many pious resolutions 
and I do not see any positive action that 
had been taken on the basis of those, 

hallmark of progress 

Not only the Gross National Pro¬ 
duct (GNP) and the consumption pattern 
but also the defence capability, not only 
to defend oneself but to destroy others, 
is taken today as a hallmark of progress. 
Therefore, more and more development 
of armaments and use of the resources 
for these developments have been taking 
place even before World War II; but 
after World War II, the development of 
nuclear weapons has been going on in a 
much faster way, utilising the resources 
for this negative purpose, not for the 
promotion of human happiness but for 
altogether negative purposes. There 
have been warnings from the various 
scientists, sociologists, philosophers, 
thinkers, statesmen, etc, if the world goes 
on in the same way of developing more 
and more armaments, wc could reach an 
explosive situation, even unwittingly 
and perhaps, the whole humanity would 
be annohilatcd. 

We have had a series of conferences, 
disarmament conferences, discussions in 
UNO and so on. But still this race has 
not ended. On the other hand, it 
has accelerated more and more, and 
the resources are being consumed for 
the negative purpose of developing 
nuclear weapons. We do not see 
any positive line of action for the 
purpose of solving this problem. It is 
m the midst of these things that the 
monetary crisis has come about. There¬ 
fore, in my view, this is not an isolated 
phenomenon which has come about* it 
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has been developing since World War II. 
The monetary crisis has not come about 
in isolation; in my view, it has come 
about mainly because of these various 
forces which have been functioning in 
the world community as a whole. I am 
sure we would have analysed this mone¬ 
tary crisis in all its aspects because I 
have found that this has been emphasized 
to a great extent. It is not the oil 
crisis which has been the beginning of 
this monetary crisis. It began much earlier. 
Not even the delinking of gold and dollar 
which took place in 1971 was the begin¬ 
ning of the crisis. As a matter of fact, 
already the crisis had reached a particu¬ 
lar situation which forced the USA to 
delink gold and dollar. In India 
we began to feel the pinch, when 
prices of various commodities and raw 
materials which we are importing into 
our country for various purposes in¬ 
creased, even before the oil crisis, and 
then on top of it. the oil crisis came 
which has brought about a qualita¬ 
tively different situation. It is from 
this point of view that we have to look 
at this problem. 

individual approaches 

So if you look at the solutions which 
ve try to find out in the international 
inferences, wc see there are individual 
approaches, group approaches and 
sverybody trying to get back to the 
>rigmal position before the crisis so that 
hey may go in the same old path that 
hey were pursuing. In my view, if we 
-ake just merely the monetary crisis and 
nflation which has come into the econo- 
nies of the various countries, if wc 
ncrely take into the oil crises or the energy 
irisis. we may not be able to find a pro- 
>er solution. We have to find an answer 
:s to in which direction the humanity has 
tot to move and whether we go back to 
he same position where progress was 
leasured in terms of GNP and more and 
nore consumption. Or do we want to 
ake a different view from that? 

This path of more and more GNP and 
nore,and more consumption is bound to 
sad to a situation where the quality of 
fe gets deteriorated in this process, 
'herefore,. if the quality of life has to 
•e maintained, and which has to be 
leasured on the basis of promotion of 
uman happiness and human fullfilment 
len different approaches will have to 
emade and different aspects of this 
tore and mole GNP and more and more 
onsumption will have to be analysed 
nd, perhaps, a new charter of human 


development will have to be brought 
into existence, 

At the same time, a question will have 
to be posed* Shall we have this divided 
world, divided into developed countries 
and the developing countries? Nowit is 
not only the third world, a fourth 
world has come into existence. Therefore, 
shall we, as within one society have 
the elites and the poverty-stricken 
masses of the people and as this itself 
cannot be tolerated in the world com¬ 
munity a system where a few countries 
would go on improving their consump¬ 
tion with whatever ultimate result it 
might be. and at the same time there is 
degradation and poverty in large masses 
of the people in the other parts of the 
world? Fortunately, it has been declared 
everywhere in many international con¬ 
ferences including the United Nations 
that this contradiction which exists in 
the world community today, of poverty 
in a major part of the world and 
affluence in a few parts of the world, 
cannot be stable and, therefore, the de¬ 
veloping countries will have to be assisted 
for the purposes of coming up. Why is 
this assistance necessary? We will have 
to analyse and find out. 

need for survey 

Take the case of India. It is not as if 
India as a country is poor. If wc look 
into various resources, natural resources 
available and known—most of it still is 
unknown because we have not made a 
comprehensive survey of our natural re¬ 
sources as a matter of fact we have been 
planning even without knowing what we 
have—1 can say India is not poor, in 
every country fortunately, the nature (or 
God) lias endowed each region with its 
own natural resources and it is a question 
of exploiting those natural resousces for 
the benefit of community located in that 
area to meet the requirements of human 
existence and as far as our country is 
concerned, at least meeting the minimum 
needs for a minimum standard of 
living in our country. It is a question 
of knowing the resources we have. It 
may be soil; it may be water; it may be 
minerals; it may be forests which exist in 
our country. But knowing these re¬ 
sources and having the capacity to exploit 
these resources lor the benefit of humanity 
without degradation to human environ¬ 
ments* without affecting the natural con¬ 
ditions in a big way, is the main issue. 

First of all, even for knowing 
what we have, wc require certain 


scientific and technological competence 
which if we have to develop on our own, 
would take a long time and also develop 
all the equipments which are necessary foi 
that purpose. But fortunately, even 
various other developments have taken 
place for that purpose, for example 
the development of satellites. This 
has given us the capacity to use 
those satellites for the purpose of survey¬ 
ing the natural resources in a big way and 
in a much easier and faster way. 

Even for the purpose of knowing the 
resources we have to have a comprehen¬ 
sive resource survey. We have to utilise 
the most sophisticated technology avail¬ 
able today; otherwise it would take at 
least a tew generation:; if we adopt the 
old traditional methods of survey to 
know what we have. Those who have 
this capacity, will have to render the as¬ 
sistance to those who do not have, even 
in the first instance of trying to find out 
how to make a realistic comprehensive 
survey of our natural resources. Assis¬ 
tance has to come from those who have al¬ 
ready developed and who have the techno¬ 
logical competence and the technological 
ability to do so. This becomes necessary. 

Merely knowing the resources is not 
adequate. Exploitation of these resources 
in a meaningful way is also essen¬ 
tial so that these resources are made use 
of for raising enough food for feeding the 
millions of our people, and providing shel¬ 
ter, and some sort of health system 
and more education to our people. 
So even if we lake the basic minimum 
needs of the community, it can come 
about only by exploitation of the re¬ 
sources to an optimum extent. 

food crisis 

Take the case of food. I have had 
the privilege or misfortune of having 
been the food and Agriculture minister 
at the most crucial period in India, during 
1964-67. At thut time we were faced 
with such a crisis that we had to import 
from abroad at the rate of one million 
tonnes per month, not per year but per 
month. Even our capacity to get them 
into the ports and unloading them and 
then taking them to the points of consum¬ 
ption was disputed and doubted at that 
time, but still we achieved the goal, of 
importing one million tonnes foodgains 
and then taking it to various points 
of consumption. But certainly the food 
problem of India cannot be solved on 
the basis of importing the foodgrains 
on a large scale. 

Unfortunately our country, in respect 
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of population, is a feist growing country. 
Today we are reaching nearly the 600 
million-mark. And if it goes on in the 
same way, very soon wc will reach the 
1,000 million-mark of population i. c, a 
billion of human beings. The capacity 
to feed the millions of our people could 
be achieved only by utilising the available 
resources. 

basis of development 

Even a preliminary survey shows 
with regard to the soil and water availa¬ 
bility which is the basis of agricultural 
development, that wc are quite compe¬ 
tent and that it should be possible for us 
to grow enough food to meet the re¬ 
quirements of our people, apart from the 
cereals, edible oils, the fibres required for 
our textile industry and various other com¬ 
modities such as plantations etc. All this 
can be achieved provided wc have a full 
knowledge of the soil and water resources 
and we understand the soil in all its 
implications and we are also in a posi¬ 
tion to utilise the surplus water, and 
underground water in a planned way. 
Then only it is possible with the applica¬ 
tion of new technology, avilable in the 
agricultural sector to achieve production 
levels, not only of 120 million tonnes but 
150 million tonnes and 200 million ton¬ 
nes. When this new technology is to be 
used, it is not merely the understanding 
of the soil conditions, it is not merely 
a survey of our underground water 
resources, a survey of surface water 
resources but a linkage together of soil 
and water and the new technology, the 
new inputs for growing enough food to 
meet the requirements of the millions of 
our people. 

Take the seed itself. Whereas in 
the traditional manner, every farmer was 
used to grow his own seed and if he did 
not grow, he would borrow it from the 
neighbour. Now it is no longer possible 
to have this traditional approach with 
regard to seeds. New varieties of seeds 
will have to be evolved by more and more 
agricultural research and quality seeds 
will have to be produced on the basis 
of application of science and technology. 
They will have to be properly processed, 
stored and distributed. This 
itself becomes an industry and this 
n ate rial input will have to be made 
available to every farmer If we have to 
lave increased production in each 
arm. 

It is not merely the seed, the soil and 
he water. We also require fertilizers 


at a very high level. Whereas in the tra¬ 
ditional agriculture we were using about 
perhaps one or 2 Kgs of nitrogen per 
hectare, this new technology requires 
nitrogen apart from the NPK combina¬ 
tion, at the level of 60 Kgs per hectare 
and sometimes even 100 or 120 Kgs per 
hectare, to achieve optimum results. 
Therefore, fertilizer becomes important. 
Fertilizer will have to be produced with¬ 
in the country or will have to be 
imported. 

We were going in for large- 
scale investments in the new fertilizer 
plants. At that time there was a hue 
and cry whether this investment was 
necessary. We were told by some of the 
world economists and by the world 
statesmen that there was already enough 
capacity available in the world for 
production of fertilizers and this would 
become infructuous investment if every 
country went on investing in fertilizer 
production. The raw materials, we 
were told, were available easily and 
at cheap rates because at that lime the 
oil was the cheapest source of raw mate¬ 
rial for fertilizers and was available in 
abundance. 

marginal Investment 

Therefore, it is enough if we have 
marginal investments in fertilizers and it 
would be possible for a country like 
India to import at a very cheap rate 
whatever fertilizers are required, 
at the cost-benefit ratio. It 
would be better to import it from the 
existing sources of investment rather than 
going in for new investments. We could 
as well use those investments for other 
purposes where there are world gaps. 
As a matter of fact, our programme of 
investment in fertilizer was affected to 
that extent. 

Suddenly the situation has changed. 
There is scarcity for fertilizer all over 
the world. Apart from the high level of 
price, we were not able to get it. 
Fertilizer has become one of the main 
inputs for agricultural production and 
that will have to be made available in 
large quantities. Ii requires technology 
investment for that purpose, management 
for the purpose of managing the system 
and for the of production and distribu¬ 
tion. Then, plant protection becomes 
necessary; therefore, chemicals 
and other new agricultural imple¬ 
ments. If all these things 

have to take place—I am talking 
at the moment only the food side of the 
situation for a country such as India— 
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then* all these inputs will have to be made 
available. If we have the time, perhaps 
a century to adapt ourselves to these 
conditions, then we may be able to 
develop all these facilities ourselves and 
would be able to meet the situation. But, 
unfortunately, time is against us. Even 
now we are being warned that there is 
going to be a scarcity of foodgrains, a 
world scarcity of foodgrains, and the 
developing countries particularly would 
be faced with a serious situation, There* 
fore, even to meet the elementary needs 
of the people with regard to food re¬ 
quirements, unless we are in a position 
to develop these various material inputs 
we require for agricultural development 
today, we would not be able to produce 
more and then the necessity arises for 
the purpose of transfer of resources 
and technology, even for the purpose 
of meeting these elementary needs of the 
people. 

In the same way, if we take into 
account the various other basic minimum 
needs, leave alone the elite consumption 
and affluent consumption which the 
other countries have reached, the coun¬ 
tries do not have the capacity. They 
have to develop the capacity as they 
go along. But, as I said earlier we can¬ 
not wait for long. If we wait for long 
to have these developments, then perhaps 
we will be faced with human tragedy with 
regard to scarcity conditions or with 
regard to the spread of various epide¬ 
mics if wc do not take various sanitary 
measures. So, it is in these conditions 
we have to see whether the developed 
countries which have their resources al¬ 
ready developed, are going to help the 
other needy countries or this is a cruel 
world. Therefore, everybody will have 
to go alone as best as he can without 
getting assistance from any other-- 
whether it be within the country or out¬ 
side the country, 

concerted action 

Wc have got to take decisions 
whether these provisions of helping of 
developing countries are going tp be 
translated into action or because of these 
various crises developing countries would 
be completely forgotten and decisions 
taken on the basis of solving their own 
problems for the purpose of producing 
more and consuming more and becoming 
more and more affluent In 
my view, we have to take a glo¬ 
bal view of things and then to 
take decisions on that basis*—whether it 
is going to be the consideration of 
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he monetary system or the considera- 
ion of the energy crisis. All these will 
Lave to be taken in this global context, 
tut, unfortunately, in the few inter- 
tational conferences which I have 
ttended, I find only individual and 
;roup approaches rather than global 
ipproach being adopted for the purpose 
f solving the problems. If we take an 
ndividual or gronp approach, I am af- 
aid we will not be solving our pro¬ 
blems. 

iew economic order 

Perhaps, in trying to meet the crisis 
ve might bring about a more acute cri- 
is, particularly in the developing coun¬ 
ties, Take, for example, the monetary 
ystem today. What is the attempt 
vhich is being made? It lias been agreed 
hat what was decided in Britain with 
egard to fixed parities linked with gold 
s no loger relevant and it is no longer 
he way in which the montary system of 
he world should be organised. 
There has been a consensus that the 
uonetary system should get away from 
mid being the basic of the world cur- 
*cncies. But still those who have the 
id vantage of having the monetary gold 
in large measures today, want to utilise 
the situation for the purpose of meeting 
their own conditions rather than getting 
away from the monetary gold system. 
Again, dollar became the reserve cur¬ 
rency even though there was gold 
standard. Now it is said that SDR 
should become a reserve currency and 
other currencies should be linked into it. 
But if we listen to .the representatives 
from the USA or those who have got 
the advantages of dollar, they cannot 
reconcile themselves to any situation 
where the dollar would cense to occupy 
this crucial role in the world monetary 
system and, therefore, whatever system 
is discussed, they make this approach 
to bring dollar again as the focal 
point, as the basis for international 
monetary system. 

Even though sterling has become one 
of the weak currencies, Britain woutd 
still say ‘why should sterling get away 
from this central position*. They want 
to bring up again. I am mentioning these 
for the purpose of emphasising that there 
are no partial solutions to the problem 
with which we are faced. It has got to 
be a package and it has got to be 
on the basis of a global approach 
rather than individual or group ap¬ 
proach. If we accept this, lam sure it 
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will be possible to plan appropriately for 
the purpose of finding solutions for the 
various problems. Can we bring about 
an atmosphere in which the nations will 
be forced to think on these lines? This is 
the problem facing the world today and 
financial writers naturally have a big role 
to play in this. 

The press has got a big role to 
play in educating organising, and direct¬ 
ing public opinion and, therefore, the 
financial writers can bring about an at¬ 
mosphere in the world today, to have 
this global approach. Even in our own 
country, when we think in terms of 
progress, we always look to reaching 
at least the minimum standards reached 
in the other developed countries. Wc 
look in the same direction and that is 
our concept of progress too. In my view, 
this has got to change and if the change 
has got to lake place, world opinion will 
have to be educated and new attitudes will 
have to be developed with regard to human 
development and application of science 
and technology, monetary system which 
will serve the world community. 

socialist model 

Here we look across to the other 
parts of the world, the socialist world 
which has claimed —- even though 
most of us may not fully agree with 

this.that the socialist bloc as 

such has not been affected by this crisis 
to the same extent, even though margin¬ 
ally they also have been affected because 
of the relationship with other parts 
of the world. But taking as a whole, 
their economies arc more stable than the 
economies of the other countries in the 
rest of the world. Why? In my view, 
though some of us, object to certain as¬ 
pect of central planning, we may not ac¬ 
cept certain philosophies, social philoso¬ 
phies which are adopted by them, but 
there is an integrated approach to econo¬ 
mic development and social planning 
within that system: and that is why, in 
my view, they have not been affected. 

May be, there were grievances here and 
there, but on the whole the socialist 
countries have stood the crisis much 
better than other parts of the globe. 
While one may not go to that extreme 
rigidity of central planning, unless wc 
have a global approach to our problems, 
perhaps we may solve one problem and 
the solution itself leading to two other or 
many other difficult problems in the 
rest of the system itself. This is the 
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thought which I place before you for 
your consideration because while this 
global approach is made each com¬ 
ponent will have to be analysed. If each 
component is analysed, it is isolated from 
the rest of the problems. Then, perhaps, 
the decisions we take may not have a 
relevant meaning to find solutions 
to the whole problem. While each 
component is analysed, the total picture 
will have to be kept in mind. Are we 
in a position to assume that this approach 
will be made and what are the road¬ 
blocks in making this approach? This is 
what those who are in a position to in¬ 
fluence world opinion, will have to con¬ 
sider. 

monetary crisis 

The monetary crisis, the inflation¬ 
ary aspect, the energy aspect, how to 
transfer the resources available in OPEC 
and where to divert them—-all thes would 
fall in line once we have a global ap¬ 
proach, a global strategy, taking into 
account the requirements of the various 
parts of the world which are the com¬ 
ponents of the world system today. Un¬ 
fortunately for us, we m the developing 
world, form a major part of # that com¬ 
munity — 600 million. Even iu terms 
of assistance, whether it is through 
the World Bank or the Monetary Fund 
or bilaterally, we look at the resources 
made available to India as one country 
as any other country and then they say 
India is taking away the major share in 
this assistance programme without taking 
into account that there are 600 million 
human beings whereas all the others 
represent only a small part of the deve¬ 
loping world. 

Perhaps people would like India to 
be ten different countries, different states 
or 20 different states. Perhaps, then 
the assistance would become easier be¬ 
cause each unit*would be considered as 
one for the purpose of assistance. Cer¬ 
tainly, I am sure, the world would not 
like India to be disintegrated. Anyhow, 
we are not going to disintegrate for the 
purpose of getting more assistance. At 
the same time, those who are in a posi¬ 
tion to give more assistance will have to 
take into account the population in our 
country and also relate the assistance to 
the per capita requirement of each coun¬ 
try. Then India perhaps may be in a bet¬ 
ter position—instead of being accused 
in some forums that we are taking away a 
major share of whatever assistance is be¬ 
ing made available. 
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Tackling large projects — 


There is immense scope for increasing 
exports to OPEC, and also various 
limitations which should be taken into 
account. My views on these points is a 
little different because I feel that we are 
not concerned so much with the popu¬ 
lation of these countries but with what 
they intend to do with the very large 
resources they now have. It is clear 
that bearing in mind their anxiety 
not to depend solely on oil, they 
are anxious not only to improve the 
standard of living of their people but 
also to develop a wide and broad-based 
infrastructure of industry so that in due 
course they would be able to depend on 
other sources for their national economy. 

When we get a little anxious to deve¬ 
lop the infrastructure for industry, I feel 
we in India have particular advantages, 
because we have been through this pro¬ 
cess during the last few decades our¬ 
selves and we are still involved in it, 
These countries have requirements not 
only of the products that we manufac¬ 
ture, ranging, from diesel engines, pump- 
sets, generating sets, industrial gears, 
transformers, motors, fans, construction 
equipments, earth-moving equipments 
and a whole lot of other products, but 
they are also anxious to develop in their 
country particular industries which will 
make them, in due course of time, inde¬ 
pendent of imporis. 

no credibility gap 

1 feel that in the first area, which is 
the area of exporting products, wc 
no longer really suffer from this 
credibility gap. We have been, over 
the last ten years, using the advant¬ 
ages of proximity of the old trade 
connections, and of the willingness 
of our engineers to go out to areas 
which were not considered very salub¬ 
rious by the more affluent technicians in 
dcvlopcd countries. 

Wc have in the last ten years ende¬ 
avoured to market our products in OPEC 
and therefore, and have already, by now— 

I am talking of the industry, not parti¬ 
cularly of my group of companies-over¬ 
come the credibilty gap in a large num¬ 
ber of products. We no longer have to 
sell our products at discount; we arc no 


longer in need of special concessions 
being shown to our products or give away 
20-30 per cent of our price in order to 
make the introductory sales. Our pro¬ 
blem now is not one of getting the 
customer to accept the quality of our 
goods but being able to produce and 
deliver in time. 

export conciousness 

We have certain advantages. Wc are 
perhaps more export conscious because 
out of the total products we make 
only a small proportion is exported. 
We have been able to, particularly 
in the last few years when prices 
have gone up very sharply in deve¬ 
loped countries and their own order 
books have made deliveries long and 
uncertain, cash in on our willingness to 
pull things by out-of-turn production 
schedule to meet the urgent needs. By 
these methods we are now fairly well- 
established in the sale of these products. 
But our limitations are in getting raw 
materials in time, in getting shipping 
space and such problems which arc 
primarily outside the immediate con¬ 
trol of the engineering industry. We 
have also problems of administrative 
and of financial nature. 

Despite the increasing accent on ex¬ 
ports, there arc very serious limitations 
of immediate availability of funds, even 
if it is supported by bilateral credit. There 
arc limitations in getting clearances, in 
determining what sort of export incentives 
we would get y whether wc could count 
on those incentives being equal to our 
raw materials cost at world prices and 
so on. But, with all these difficulties, 
the units with which I am connected and 
several others, of whose performance I 
am aware, have succeeded in developing 
a sizeable export market and during this 
year wc hope to improve our perform¬ 
ance at least five-fold. This would be 
quite a sizeable achievement. However, 

I feel that it cannot be increased ten-fold 
due to circumstances largely beyond the 
control of the industry. 

The other area which is even more 
exciting is that of technical collabora¬ 
tion with oil-exporting countries in the 
establishment of industries which we our¬ 


selves have developed during the last 
two or three decades. The fact that we 
have ourselves gone through this ex¬ 
perience ^ within living memory makes 
our technicians far more sensitive to the 
requirements of the host countries. Our 
company has been associated in two such 
large ventures and wc have found very 
warm readiness on the part of the host 
country to support our technicians. Our 
technicians have also been far more will¬ 
ing than those from developed countries 
to settle down for a period of years 
under rather difficult conditions in re¬ 
mote areas, and when we get trainees 
from the host countries coming to our 
factories they also feel welcomed and 
find it easy in learning trades which our 
technicians themselves have gone through 
during the last few years. 

tough competition 

What really comes in the way of ex¬ 
ploiting this potential (i.e. the tendering 
for projects, for turn-key projects or for 
establishing a new industry,) is that 
there is competition from developed 
countries on account of the tempting 
prices. The developed countries, in ad¬ 
dition 1o their own experience in handl¬ 
ing such ventures have the benefit of 
institutional support in two forms. 
First, there are institution such as the 
EXIMBank which can assess the pro¬ 
ject, and which can decide that the people 
who are tendering are responsible and 
have the necessary equipment to meet 
their commitment; and if they arc satisfi¬ 
ed, then they are prepared to back them 
wholeheartedly. We lack such an in¬ 
stitutional support in this country. It 
docs take a great deal of time for us to 
find out whether the requisite support 
wili be forthcoming and what the cost of 
such a support would be and what we 
should allow for the uncovered part 
which we have to take care of ourselves, 
which can be very substantial. 

The second area is that of support 
from the government. Now we do know 
that our government is extremely anxious 
to support the endeavours of this nature 
and in each department there are execu¬ 
tives who are very helpful and who 
would like to give us all the assistance 
possible. What we like is coordination 
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of these disparate efforts in the different 
departments and this coordination is 
essential because there is a definite 
time-limit during which we have to 
make up our minds whether we could go 
in for large projects or they were beyond 
our capacity. The value of time still has 
not been appreciated to the extent it 
should be in our country. What we 
would like to have is one central autho¬ 
rity and agency, a sort of super Trade 
Development Authority (TOA) which 
has the capability, and which has on its 
staff, technical and financial executives, 
who* can first of all assess the compe¬ 
tence of entrepreneur and if they are 
satisfied, should give an answer within a 
matter of days but not of weeks and 
of months—sometimes it takes years to 
decide whether or not we can go ahead 
in the knowledge that support would be 
forthcoming at least to the extent of our 
counting on getting our raw materials at 
world prices, f think if that minimal as¬ 
surance is available, wc no longer need 
substantial incentives in other forms. 

assured supply 

We are no longer selling our products 
at discount. In some cases we are even 
able to market our products at better 
prices abroad than we get inside the 
country. What we need is as¬ 
surance in regard to the supply of raw 
materials and immunity from exposure 
to very sharp increases in the prices of 
raw materials which can throw our cal¬ 
culations totally out of gear. These are 
not very difficult items of support. They 
are available in countries such as Japan, 
which is often quoted as the country 
of model entrepreneurs and we arc 
advised to emulate their example. 

Now, there are models of such 
organisations. My plea would be 
that an effort be made to have 
a central authority which first of all will 
ensure that, when there are large projects 
of this nature, only those people who 
are really capable of doing the job will 
venture in. The last thing one would do 
is, go into the host country and not 
succeed in fulfilling the commitment, be¬ 
cause that not only damages the reputa¬ 
tion of that particular entrepreneur but 
also does serious damage to the reputa¬ 
tion of India in this field. Fortunately, 
as I said earlier, from what I have seen 
of other units and my own experience of 
two such large projects that we 
took over, the host countries had 
no occasion to complain either of 
our competence of of our capability to 


deliver in time and to keep to our 
promise. 

The scope here is really enormous. It 
is not limited by the population of the 
host country. Their needs are roads: 
power stations, water, and to 

use certain chemicals they already 
have and trucks, construction equip¬ 
ment, earth-moving plant and the 
whole lot. They have the money 
to pay for it and arc friendly to us. 
We are near to them. We can be on the 
spot quickly. We can provide and we 
have provided better-after-sales service 
than reputed firms from developed coun¬ 
tries, I see no reason why within the 
next two or three years wc cannot ex¬ 
pand in this field by at least ten times; 
simply because we are starting with a 
small base, what is involved is not a 
matter of a few millions or a few crorcs 
but hundreds of crores. 


We need this support now, be¬ 
cause every time we miss an oppor¬ 
tunity, we arc letting' a deve¬ 
loped country get in there and establish 
contacts and increase the tendency to 
rely on people they have come to know. 
We want to be the people they have come 
to know. We want to be the people who 
have done the first job well; there is no 
second job. The credibility gap docs not 
come in, This is a very limited field. 
Yet I feel that in addition to very in¬ 
teresting potential indicated earlier in; 
regard to metals, in regard to other pro- j 
ducts, this is a field in which hundreds I 
of crorcs of rupees are involved, and j 
bearing that in mind, we should be pre¬ 
pared to have consultations between in¬ 
dustry and government so that in these 
two areas we are given the necessary sup¬ 
port. We no longer have any excuse not 
to do our job, which, 1 feel, our country 
can do with confidence. 
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The first part of this series 
appeared in our issue of 
January 24. 
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i 

?' There was only a couple of evenings to 
\ go for Christmas eve. Still the singer in 
■j. the Hong Kong night club could com- 
j plain, as indeed she did, that she had 
v seen more people at a time in her hotel 
; room than there were in the audience. 

1 She probably was exaggerating, but it 
! was quite true that it was not only the 
cold wind of December that was blowing 
: through that notoriously zestful colony. 

Living on exports all the time, Hong 
l Kong is naturally sensitive to currents in 
? international trade or the world economy. 
, As 1974 was giving way to 1975, those 
; currents were anything but warm or 
bracing. 

i From 1969 up to the end of 1973 this 
island economy was having it exceedingly 


good. In this period its imports went 
up by 94.7 per cent, its exports by 85.2 
,per cent and its re-exports by 143.5 per 
cent. Industrial wages improved in real 
•terras by 17,5 per cent even as the num¬ 
ber of employees in manufacturing indus¬ 
try rose by 19.4 per cent. Bank deposits 
jggrew more than double and bank loans 
.more than three times. Government ex¬ 
penditure rose by 48.3 per cent but this 
>;vvas no inconvenience at all since the 
Revenue nearly doubled. The stock mar¬ 
ket began booming stimulated very con¬ 
siderably by the dramatic increase in 
jmoney supply. During 1972-73 even con- 
jjservative bankers were saying that the 
economy had nowhere to go but up as 
real estate, hotel and tourist sectors 
$.long with manufacturing industry were 
faking a sharp upturn. 

’■ The optimists, however, were reckon- 

\V 
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ing without their host. By the first half 
of 1974 the two-digit inflation develop¬ 
ing in so much of the world had caught 
up properly with Hong Kong’s fiisky 
economy as well. With commodity prices 
rising steeply, the island, lacking natural 
resources, saw itself in a state of siege, 
while the quadrupling of oil prices smas¬ 
hed into the heart of its manufacturing 
sector. Wholly dependent on imported 
fuel, Hong Kong promptly had to sit 
down and take note of its changed for¬ 


tunes. The four-year-old bull markets in 
stock and real estate values crashed, 
thanks to the worsening of liquidity and 
interest rates going up twice in the course 
of 1974, 

Hong Kong's exports, however were 
bearing up rather well for the greater part 
of that year. In the 12 months ended 
July 1974 exports went up in value by 
38.6 per cent as compared with the pre¬ 
ceding 12 months. The textile industry 
accounts for more than 40 per cent of 
Hong Kong’s total exports with garments 
making up 70 per cent of textile exports. 
During the first half of the year, textile 
firms were reporting substantial increases 
ir their earnings, with both spinners and 
weavers doing exceedingly well, thanks 
partly to the large profits which were be¬ 
ing made on stocks following the increa¬ 
ses in prices for raw materials and pro¬ 


ducts. The food industry* which ships 
about 50 per cent of its output to mar¬ 
kets all over the world, claimed that it 
was holding its own although not as 
vigorously as in 1973, when the exports 
had increased by 20 per cent over 1972. 
Nevertheless, it was becoming increasing¬ 
ly evident in the later months of last year 
that hard times were on the way. 

As a matter of fact, in the last quar¬ 
ter of 1974, the world-wide recession in 
textiles was hitting Hong Kong’s export 
trade in these goods in two ways. In the 
first place* markets were contracting and 
secondly competition was increasing 
from neighbouring countries which, it 
was being complained, were dumping 
yam and fabric at below-cost prices. This 
was no small threat since these rival ex¬ 
porters had doubled their production 
capacity over the last few years. Producers 
of low-quality garments in Hong Kong 
were particularly finding it difficult to 
compete with Taiwan and South Korea 
where labour costs were much lower. The 
squeeze on exports and profit had come 
at a time when wages had reached re¬ 
latively high levels following a steady 
rise over the years. This naturally gave 
rise to problems of serious unemploy¬ 
ment or underemployment, which were 
becoming increasingly acute in the closing 
months of 1974. 


A government report published in 
September showed that more than 15,000 
workers had lost their jobs in manufac¬ 
turing industry even in the first quarter 
of 1974. Since then more and more fac¬ 
tories had been curtaling their opera¬ 
tions by anything between 20 and 50 per 
cent. The textile and plastic industries 
were the worst affected in this respect. 
The construction trade was also a large 
sufferer. In August it was decided to 
shut down 3,000 small factories for three 
months to cut down financial losses with 
the result that some 260,000 workers were 
thrown out of employment and made to 
fend for themselves by seeking alterna¬ 
tive jobs which, however, were hard to 
come by. 

Since food prices had been rising 
sharply from 1973 itself, the social dis¬ 
tress caused by unemployment was all * 
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K'thft greater. The government has tried 
S to give some relief by stabilizing the 
: prices of basic commodities such as rice* 
oil and fuel, but as against this Song 
Kong's laissez-faire political system has 
no social security benefits to offer to its 
unemployed. There was as yet no sign 
that white collar workers were much 
affected but the lot of the middle class 
was not exactly unenviable. Prices of 
durable and miscellaneous goods were 
going up all the time. It was however 
some comfort that belated rent control 
legislation was at last affording some pro¬ 
tection to tenants victimized by Hong 
Kong’s notoriously rapacious rentiers and 
real estate speculators. 

new markets 

To the extent that Hong Kong’s in¬ 
flation is imported and cost push, there 
is not very much that its government 
could do about it, at least in the short 
period. By the same token, however, 
the declining trend in world commodity 
or raw material prices should provide 
some relief to Hong Kong’s economy in 
the future, provided its industry and 
export promotion are able to function 
sufficiently vigorously and flexibly in world 
markets despite the recession in the in¬ 
dustrially advanced economies. The 
chairman of the Trade Development 
, Council, Sir Yuet-keung Kan, said, in a 
| year-end message, that Hong Kong hoped 
j to maintain the growth of export trade 
by stepping up its efforts to develop 
further some of its newer markets. Ac¬ 
cording to him 48 per cent of Hong 
Kong's export growth in 1974 could be 
j attributed to areas other than the major 
regions of north America or western 
Europe. He indicated that this should 
encourage Hong Kong to intensify its 
export efforts in the direction of the 
middle-east, eastern Europe, Australasia 
and African and Asian countries. The 
TCC in fact has a programme of organi¬ 
zing visits by Hong Kong business groups 
to the Arab world, Africa, south-east 
Asia and Latin America. Industrial in* 

. vestment promotion projects are also 
| scheduled for Australia, Switzerland and 
Germany. 

Hong Kong’s exports to the Arab 
world advanced by 55 per cent to HK 
* 444 million in 1973 and the growth 
rate last year has been of the order of 66 
per cent Similarly Hong Kong has been 
stepping up its trade with east Euro¬ 
pean countries in its search for market 
diversification. The east European area 
imported goods of the value of HK $ 37 
million in January-August last year. This 
was not a large amount, but it was 
nevertheless 71 per cent more* than the 
corresponding figure for January-August 
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1973. The colony businessmen see in 
this trend an indication of the potential 
in east European markets. A banking 
consortium, Hong Kong Fintracon 
Limited, has been making loans to a 
number of east European banks to fin¬ 
ance purchases from Hong Kong. This 
consortium has been in business for some 
time now and has already extended cre¬ 
dits to Poland and East Germany. Cloth¬ 
ing accounts for the major part of Hong 
Kong’s exports to east Europe. In the 
first seven months of 1974, exports to 
Poland went up by U times with textile 
yarn, thread and synthetic fabrics con¬ 
tributing 67 per cent of the value. Since 
it imports industrial raw materials and 
semi-manufactures from east European 
couutries in fairly large quantities, Hong 
Kong has a growing trade deficit with 
that region and is keen on bridging the 
gap. 

delicate phase 

Hong Kong’s economic relations with 
Japan have entered a delicate and diffi¬ 
cult phase, There is a feeling in the 
colony that Japanese business has lately 
been showing a slackening of interest in 
trade or investment opportunities on the 
island. This suspicion is likely to be 
strengthened by the latest developments 
relating to Hong Kong’s project for a 
mass transit underground railway system. 
Until the end of 1974 the Hong Kong 
government seemed to be confident that 
the consortium of leading Japanese com¬ 
panies including Mitsui Sc Co. Ltd., 
Marubeni Corporation, C. Itoh & Co. 
Ltd., Nissho-lwai Co. Ltd. and Sumitomo 
Shoji Kaisha Ltd. and headed by Mit- 
imibishi Corporation, would go through 
with the construction of the project for 
which it had successfully bid through its 
Hong Kong representatives, Jardine 
Matheson & Co. Ltd. It was however 
know even then that the Japanese con¬ 
sortium was seeking to re-negotiate the 
ceiling of HK $ 5 billion (over US $ one 
billion) on the cost of the project to 
which it had earlier agreed. The Japanese 
claimed that they had a problem because 
of inflation and confessed their inability 
to work under the ceiling. The Hong 
Kong government at any rate seemed to 
have believed that some understanding 
could be reached with the Japanese con¬ 
sortium without the cost of the project 
going up substantially. This hope finally 
failed to fructify. Pleading soaring mate¬ 
rial and construction costs, the Japanese 
consortium recently announced that it was 
pulling out of the deal. This decision 
has naturally caused much heart-burn¬ 
ing in Hong Kong. Its government, how¬ 
ever, has promptly declared its intention 
of going ahead with the subway although 
not on the originally planted ambitious 
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scale since a project of that size would 
now cost double what the Japanese had 
agreed to as a ceiling in their bid for the 
contract. 

The underground railway project was 
conceived at least partly as a symbol of 
Hong Kong’s confidence in its economic 
and political future. In this sense it was 
as much a prestige scheme as a utilitarian 
one. Perhaps of greater immediate re¬ 
levance to the economic problems or 
needs of the colony are the schemes that 
are being considered for upgrading Hong 
Kong’s industry to a higher technologi¬ 
cal level where its exports could compete 
in world markets for middle-level goods 
in respect of which Hong Kong may not 
be at a disadvantage with regard to its 
competitors with relatively low labour 
costs. Apart from making land available 
for special industries at concessional 
prices on a restricted use basis, the 
government is planning to set up Hong 
Kong’s first industrial estate. 

In considering such schemes the autho¬ 
rities are encouraged by the fact that 
Hong Kong continues to have its attrac¬ 
tion for prestigious foreign companies 
including multinational giants, as an 
attractive industrial location. For in¬ 
stance, Philips opened two factories in 
Hong Kong in the course of September 
last year. The first was a miniature light 
bulb factory with a projected ^yearly out¬ 
put of 25 million lamps. This plant was 
described as the most advanced and 
highly automated factory in Hong Kong. 
The second was a plant for the produc¬ 
tion of transistors, diodes and integrated 
circuits. Philips Hong Kong Limited is 
already a leading member of the coionys’ 
robust electronics industry which is iis 
second largest export earner. 

keen expectation 

Hong Kong, then, is not unduly de¬ 
pressed by its problems. On the contrary, 
there is keen expectation in financial 
circles that some of those millions foot¬ 
loose petro-dollars would find their way 
into Hong Kong’s economy. Here the 
colony has the advantage that its banking 
system has grown rapidly in recent years 
thereby making it one of the world’s 
leading financial centres. Observers have 
ascribed this progress to incentives such 
as low taxes, good communications, a 
strong currency, lack of controls, a 
sophisticated infrastructure, an indus¬ 
trious population and a stable political 
climate. There are no doubt quite a few 
who complain that Hong Kong has need¬ 
lessly lost out to Singapore cm the Asian 
dollar market and they are pleading that 
this is pertly because of the 15 per cent 
withholding tax which the Hong Kong 
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government insists on levying on Interest 
earnings. Even they hoover seems to 
agree that Hong Kong's banking system 
is m as good a position as Singapore's to 
participate in the recycling of petro- 
dollars. 

It is highly probable that Hong Kong 
will be able to stabilize its economy in 
the course of this year. Should the pro¬ 
cess however happen to be unduly pro¬ 
longed, the colony's administration will 
necessarily be called upon to cope with 
increasing social stresses and tensions. 
This would partly be because mainland 
Chinese would not stop pouring in even 
if Hong Kong’s economy were to operate 
at less than optimal level. Already com¬ 
munity facilities and amenities such as 


schools, hospitals and housing are being 
over-stretched, rendering the poor of 
Hong Kong poorer than they need be—a 
situation rendered all the uglier by the 
ostentatious living of the very rich in the 
colony. Even in Japan the Imperial 
Hotel, which advertised a year-end offer¬ 
ing of a gourmet dinner (and Marlene 
Dietrich) for 100,000 yen, found that it 
did not always have enough takers. 

In Hong Kong, however, Christmas 
stores, car salesmen, yacht brokers and 
representatives of aeroplane manufac¬ 
turers were having all the customers they 
could handle for their higher-priced goods. 
Among the deals reported during Christ¬ 
mas week was a Ferrari at HK $ 134,000, 
an A-class cruising yacht fetching HK 
$ 150,000, a sapphire and diamond neck¬ 


lace reported to be in the range of HK 4 
t million and lots and tots of im¬ 
ported dresses carrying price-tags of HK 
$ 3,000 or more and handbags with 
platinum and gold accessories retailing at 
HK $ 15,000 each. Whether the big spen¬ 
ders were spending big because of some 
doomsday syndrome or they were throw¬ 
ing their money about simply because 
they had money to throw and were hop¬ 
ing to have even more of the stuff in the 
future were questions which seemed rather 
pointless to ask in Christmas week in 
Hong Kong. As for that aggrieved night 
club singer, she might simply have not 
been good enough for the places when 
the big money men of Hong Kong went 
for their fun. 

(To be concluded) 


Into a world depression? t 


I 

Collapse of Bretton Woods 
System 

The world economy is now going through 
its most difficult phase since World War 
II. Since August 15, 1971, wc have wit¬ 
nessed the collapse of the old monetary 
system. At the same time world-wide infla¬ 
tion has jumped from a creep into a gal- 
lop, and there are now more and more in¬ 
dications that the era of steadily increas¬ 
ing prosperity in the leading industrial 
nations is drawing to a close. All of this 
would be true even without the four-old 
increase in oil prices, which has widened 
the inflationcry gap between supply and 
demand to its utmost. The oil price 
increase is also compelling a prosperity 
shift that contains the seeds of recession 
for the industrialised world and disaster 
for the oil-importing developing nations. 
Companies, certain business sectors and 
even whole countries, are showing signs 
of collapse, so chat the spectre of the 
1930s looms large in public discussion. 
Will it remain a spectre, or are we soon 
to return to a world depression? 

First, let us not paint all the storm 
singals together into a single apocalyptic 
canvas. The collapse of the Bretton 
Woods monetary system was really no¬ 
thing more than the logicat consequence 
of its own built-in contradiction, namely 
that because the dollar was the main 
reserve medium, the supply of the 
world economy with monetary reserves 
pre-supposed permanent US balance of 
payments deficits. It was precisely these 
US deficits, however, which undermined 
confidence in the dollar and made other 
countries reluctant to grant the USA 


unlimited credit, all the more so because 
of the sharply dwindling gold reserves 
backing such credits. Against this back¬ 
ground, the suspension of the dollar’s 
gold convertibility on August 15, 1971 
was logical and held the promise cf a 
more rational monetary order. 

The Bretton Woods system did, of 
course, provide more than enough mone¬ 
tary reserves—especially for countries 
such as Switzerland and West Germany, 
where the repeated crisis of confidence 
in the dollar generated massive inflows 
of capital. Following the suspension of 
gold convertibility, these floods naturally 
assumed panic proportions. Finally, the 
Swiss National Bank decided to stop 
accepting the inrushing foreign exchange 
at fixed rates, preferring to let the Swiss 
franc, rate climb under the pressure of 
the huge volume of foreign exchange 
offered rather than watch the money sup¬ 
ply expand recklessly as a result of the 
continous surrender of francs against 
foreign currency. West Germany revalued 
several times before floating. 

II 

Inflation and Floating Rates 

The postwar monetary system gene¬ 
rated inflationary impulses, and it is 
the long-term repercussions of these that 
we are encountering today. 

Though no one would claim that 
floating exchange rates have promoted 
world-wide stability, at least they have 
eliminated the compulsion to import 
inflation and made it possible to get 
monetary expansion under control. The 
switch to floating rates (which followed 


the suspension of dollar convertibility) 
as the second stage in the collapse of the 
old monetary s>stem was. however, just 
as much a result of the aversion of less 
stability-conscious countries to the res¬ 
trictive policy needed to keep balance 
of payments in equilibrium. Thus Britain 
was followed by Italy and—after the oil 
crisis—France in withdrawing from the 
European ‘'snake” (which involved main¬ 
taining fixed exchange rates among mem¬ 
bers) because soaring prices, with their 
catastrophic effect on monetary reserves, 
forced them to choose between declaring 
all-out war on inflation (and taking the 
consequences in unemployment) and 
drastically devaluing their currencies. 

indirect relation 

Hence there was only an indirect 
relation between the transition to floa¬ 
ting exchange rates and the suspension 
of dollar convertibility. The underlying 
cause of floating rates was the varying 
extent to which the European countries 
were prepared to tolerate inflation. For 
those among them that place less value 
on stability, there are, however, two 
sides to the question of floating rates, It 
is true that they eliminate the need for 
deflation to keep the existing parities 
in line. The trouble is that the resulting 
gradual devaluation of the currency 
makes imports increasingly expensive, so 
that inflation becomes harder to resist. 
This again leads to devaluation tendencies, 
which together with the ensuing lowering 
of export prices, cause a systematic ero¬ 
sion of the economy. Thus the inflationary 
gap between the demands made on pro¬ 
duction and productive capacity is widen¬ 
ing further. The only way to break this 
vicious circle is to bolsterthe currency with 
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outside aid and. at the same time to in¬ 
troduce domestic stabilisation under 
worse conditions. The need to do this 
becomes all the more urgent, because the 
debt owed those who have lent aid piles 
Up as long as the devaluation trend per¬ 
sists. The country's international credit 
rating suffers as well, limiting its freedom 
of action in stretching out the slowdown 
interval. 

Ill 

Inflation Breeds Crisis 

The progressive inflation plaguing the 
world, which dealt the final btow to the 
monetary system and has brought several 
countries to the brink of bankruptcy, is 
fully explicable without the oil crisis. 
The habit of expecting ever-increasing 
growth rates in nominal income was con¬ 
fronted by shrinking latitude for growth 
in real terms. Such a discrepency can 
only survive if it is financed, i. e. if the 
flow of money available to buy goods 
grows faster than the supply of goods can 
be increased. Initially, inflation was finan¬ 
ced by the dollar flow towards Europe: 
by 1973. US balance of payments defi¬ 
cits had accumulated to over $90,000 
million, nearly $70,000 million of which 
was taken up by foreign central banks, 
—which has thus boosted the domestic 
money supply in their countries propor¬ 
tionally and permitted money in circula¬ 
tion to expand via the internal mechanism 
for creating means of payment. Roughly 
speaking the money supply in the narrow 
sense (M1) more than doubled in Western 
Europe and in Japan between 1968 and 
1973, while the rise in the USA was 
only just over one-fourth. 

Incidentally, note that the money 
supply expansion caused by influxes of 
foreign exchange need not be inevitable; 
any country with modern central bank 
can keep it within desired limits. This, 
however,, does not apply to the Euro¬ 
market, which was the target of the re¬ 
maining dollar balances of about $20,000 
million. The credit creation multiplier 
on that base was virtually unlimited. In 
any event, the gross amount of short¬ 
term dollar balances outstanding in the 
Euro-market in the summer of 1974 is 
estimated to have reached much more 
than ten times the base figure mentioned. 
So the Euro-market made an explosive 
contribution as a financing instrument 
for inflation, 

Inflationary processes tend to be 
self-accelerating, because they give deb¬ 
tors an advantage over creditors, sti¬ 
mulate a flight into real assets—thus 
speeding the circulation of money-—and 
cripjple the will to save. Moreover, social 
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groups try increasingly to institutionalise 
ways of safeguarding their purchasing 
power. But it remains true that inflation 
cannot simply be allowed to run its 
course, for this would ultimately distort 
the economic control mechanisms to such 
an extent that the economic and social 
order would end in ruins. We are dan¬ 
gerously close to tnat point; in fact it is 
possible that several countries have aU 
ready crossed the Ihcrshold. 

Unfortunately, it is less widely reali¬ 
sed that, in the long run, inflation will 
not lead to higher growth rates or gua¬ 
ranteed full employment : instead, it ends 
in economic break-down. The most 
obivious reasun is that the deflation 
necessary to restore equilibrium must be 
all the more severe the longer that infla¬ 
tionary excesses have been allowed to go 
on. The resultant rise in unemployment 
and under-utilisation of capacity will be 
that much more serious. Even before 
this point is reached, though, the infla¬ 
tionary process causes distortions that 
necessitate painful correctives later on. 
One example of this was the flight into 
real estate that inflated the building 
industry out of all proportion in 
many countries; now construction is go¬ 
ing through critical retrenchment with 
repercussions on the rest of the eco¬ 
nomy, 

IV 

Repercussions of Oil Price Rises 

It would not, in fact, be surprising if 
such excesses were to bring about a reces¬ 
sion by themselves. On top of them, 
however, came a four-old increase in the 
oil price, the first effect on which was 
an added inflationary push to all the oil¬ 
importing countries simultaneously. It 
also meant an increased flow of foreign 
exchange, estimated at $ 60,000 million a 
year if prices remain constant, into the 
oil-producing nations. If the producer 
countries were to use this extra income 
to buy products from the oil consumer 
countries, the main result wold be a pros¬ 
perity shift in favour of the producers. 
Once the non-rccurring price increases 
were absorbed, further problems of an 
inevitable nature would not arise. 

But the oil producers are incapable 
of taking in substantial quantities of 
extra goods in a near future and are just 
letting their balances accumulate. If they 
simply extended credit to each oil con¬ 
sumer country by the amount of its oil 
purchases, the prosperity shift would 
merely be postponed. But there is no 
such parallel. When the oil producers 
buy extra goods—particularly capital 
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equipment—-they turn to countries attrac¬ 
tive For the purpose, and when they grant 
credit, they concentrate on the most ire- 
liable debtors—who need the money the 
leasi. At present, the oil revenues are 
still being invested short-term, so that no 
country is immune to a sudden with¬ 
drawal of capital, 

This all means that the effect of the ; 
higher oil prices to date has been that ; 
those countries with the biggest deficits ; 
are getting the least funds to see them¬ 
selves, through, so that the deflation pres- ; 
sure *s reinforced. At the same time, 
most of the oil money is finding its way ! 
to more stability-conscious countries, 
who nevertheless stick to their restrictive 
economic policies. Thus the oil crisis is 
one more reason for the simultaneous 
appearance of inflation in different 
countries as well as of the necessary 
counter measures. Over and above this, 
it intensified the deflationary pressures 1 
emanating from the balance of payments 
most in those countries where it had 
already been strongest. When we realise 
that the risks in the Euro-market are 
causing increasing repatriation of Euro¬ 
dollars. which could easily bring about 
a cumulative trend toward contraction 
of Euro-market finance upon which so 
many institutions and countries depend, 
it is no wonder many observers fear a 
world depression on the 1930 scale. 

The 1930 depression was triggered 
by the sudden collapse of the most 
important financing instruments. The 
ensuing escalation of unemployment and 
national protectionist measures ended by 
destroying the world economic system. 
The risk of a repetition has now reached 
the most alarming level since World War 
II, because we have never seen so many 
national economies simultaneously 
stray so far from the path of equili¬ 
brium. 

a grave risk 

We are faced, then, by a grave risk 
of simultaneous and thus cumulative 
deflation, which could ultimately get out 
of control, all the more so because of 
the instability of certain national econo¬ 
mies and financial mechanism (Euro-mar¬ 
ket, commodity markets). In these 
circumstances it js understandable that 
the bottom has dropped out of stock 
markets, contributing further to the 
general mood of depression. 

Can total collapse be averted? 

In the first place, two factors are 
altogether different from 1930. The 
system of fixed exchange rates has already 
collapsed. This means that there is no 
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additional deflationary pressure created 
by artificially supported exchange rates, 
as was experienced in the last depression. 
Second, this critical situation is not 
hitting us in a state of unprearedness and 
euphoria accompanied by excessive specu¬ 
lation; this time the stock markets have 
already given us a substantial dose of the 
worst that is likely to befall us. They have 
done so up to now without any serious 
signs of collapse. Even in the Euro-mar¬ 
ket the first steps have clearly been taken 
along the road to stability; contraction 
appears to be taking place in reasonable 
orderly fashion under the now watchful 
eyes of the. central banks. Of course it 
cannot be disputed that this business 
slowdown, too, contains inherent risks of 
financial collapses, but all in all there has 
been less speculative financing in the 
recent past than there was before the 
Great Depression. 

deflationary process 

Another ground for hope is that eco¬ 
nomic leaders have learned from Keynes 
the dangers of a cumulative deflationary 
process. Finally, the world’s trading 
nations now realise that any attempts 
to shift the burdens of recession to their 
neighbours by protectionist action will 
recoil on them. There is reason to hope 
that the nations with the healthiest balan¬ 
ces of payments will see that it is in their 
own interests to provide financial aid to 
those countries where deflationary pres¬ 
sures from balance of payments deficits 
would otherwise call for drastic pro¬ 
tectionist measures. 

One must distinguish between the 
'•old'* deficits and those caused by 
increased oil prices. While old deficits 
call for gradual elimination through a 
measured application of classical econo¬ 
mic mechanisms, those payment-balance 
gaps attributable solely to new debt to the 
oil-producing nations require the recycling 
of petro-dollars. The world-wide oil defi¬ 
cits cannot be eliminated in a new future, 
and any attempt to reduce them by 
deflation would require a depression 
severe enough to cause a drastic cutback 
in oil consumption in order to be success- 
full. So the necessity for recycling will 
only be diminished to the extent that 
world deficits to the oil producers arc 
reduced as a result of a genuine shift in 
prosperity to them. 

Hopes that limited balance of payment 
aid will be forthcoming spring not only 
from the recent credit that West Germany 
granted to Italy—admittedly under 
tough terms—and the possibility of 
other recycling actions within the Euro¬ 
pean Communities, but also on the 
unmistakable interest of the USA (as 


the main beneficiary of investment-seeking 
fundsj to reinforce Its position of influ¬ 
ence m the western world by means of 
support transactions. It remains to be 
*eep whether all of this might ultimately 
convince the oil producers to lower 
prices, at least in real terms, in order to 
keep alive the western goose that lays 
their golden eggs. This would not alter 
the fundamental problems, but it would 
make them easier to solve. 

At the same time, these hopes—except 
for a reduction in oil prices—are the 
preconditions for avoiding a crisis and 
bringing about zero growth and retrench¬ 
ment in certain countries and business 
sectors sufficient to overcome inflation 
all over the world. This may mean a 
certain amount of unemployment and 
company failures. But refusal to be 
unnerved by this will be just as impor¬ 
tant as the avoidance of a worldwide 
cumulative deflation. Inflation has be¬ 
come so strong that much more will be 
required to overcome it than heretofore. 
If expansion policies were resumed with 
the money devaluation rate running in 
double figures, total collapse would 
follow at the next upturn. The channel 
between the Scyila of a cumulative de¬ 
flation and the Charybdis of a premature 
abandonment of stabilisation measures is 
narrow and calls for economic insight 
and cooperation. But it is possible and, 
given the fears of a repetition of the 
Great Depression, even probable that the 
world can be steered through. Experience 
suggests that the course adopted will be 
closer to premature abandonment of 
stabilisation than to cumulative deflation 
which means that the struggle against 
inflation will remain the top priority for 
years to come. 

V 

Hope Springs Eternal 

Assuming that the leaders of the 
industrial world adhere to the route 
suggested here, what is the outlook? 

The drop in demand will have imme¬ 
diate repercussions, which will be com¬ 
pounded not only by the particular eff¬ 
ects of the oil crisis on, say, the automo¬ 
bile industry, but also by the building 
industry’s surplus capacity largely caused 
by the flight from inflation into real 
assets. As usual declining demand is felt 
most drastically in the propensity to in¬ 
vestment—which is also curbed by high 
interest rates typical of inflationary 
periods. But consumer demand will re. 
main depressed alt over the World as well, 
because of lower disposable income from 


monetary depreciation, progressive taxa¬ 
tion hitting inflated incomes, and possi* 
bility of declining growth in wage in¬ 
creases. Moreover, the fear of depression 
stimulates saving. AU of this adds up to 
rising unemployment and to growth 
rates for GNPin real terms fluctuating 
around zero in all industrialised countries. 

fall in demand 

The spontaneous fall off in demand, 
especially in the capital goods market, 
will cause a sharper decline in inflation 
rates than purely statistical considera¬ 
tions would lead one to expect, as soon 
as the effect of the oil price rise has 
worked itself through in the coming 
months. This trend will be reinforced by 
a drop in commodity prices, which has 
already begun to take place on the heels 
of declining demand and which has plac¬ 
ed the non-oil producing developing 
nations in a disastrous squeeze between 
rising import prices and shrinking ex¬ 
port proceeds. The combination of fall¬ 
ing demand for capital goods in the 
private sector, slower consumer demand 
and a declining rate of inflation is likely 
to bring world interest rates down. Al¬ 
though this tendency will presumably 
be kept within narrow limits over a long 
terra because of governmental credit re¬ 
quirements, it is likely to prevail, if only 
on account of reduced inflation. 

More stable prices and lower interest 
rates could then combine in the second 
half of 1975 to produce a very cautious 
revival of industrial investment and con¬ 
sumption, thus leading to a new upturn. 
But as the economies of most countries 
are obviously already nearer their natural 
limits of growth than at any time in the 
past, and since inflation rates are sure to 
be still much too high in a year’s time to 
permit the adoption of a boldly expan¬ 
sive policy, we must assume that the up¬ 
turn will remain moderate. This would, 
in fact, be welcome in the interest of 
stability, for even a currency depreciation 
of between 5 to 10 per cent a year is 
gravely dangerous if it occurs during a 
recession. 

So I conclude that provided # econo¬ 
mists in all countries keep prodding their 
national leaders we can hope to avoid a 
1930 depression by the skin of our teeth. 

Sources and acknowledgements: The 
foregoing summarises a repo £ published 
in the latest issue of Prospects, the busi¬ 
ness news survey published by the Swiss 
Bank Corporation, Zurich, Switzerland, 
but the bank is responsible neither for 
the emphasis of ray summary nor for 
any interspersed comments based on a 
variety of sources, 
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Oar political scene is 

getting curiouser and curiouser. One 
reason seems to be that very few of 
the politicians who * 4 strut and fret 
their hour upon the stage” seem to know 
their mind. Leaving Macbeth aside it is 
tiue that there is something rotten in the 
i.tate of Denmark. This however does 
not excuse the plethora of Hamlets which 
plagues us. Mr Kamaraj, for instance, 
has no business to be so vacillating. He 
knows after all that he can have no 
truck with the DMK, the ADMK or the 
CPI (M), This means that he or his 
party (which comes to the same thing 
m Tamil Nadu) will either have to go it 
alone or shake hands and make up with 
Mrs Gandhi's party; the latter course 
would of course mean that lie would also 
have to put up with the CPI as an addi¬ 
tional, even if peripheral, bedfellow. Mr 
C. Subramaniam* who is apparently one 
of the few politicians who not only knows 
his mind but is also quite prepared to 
speak out, has very rightly called upon 
Mr Kamaraj to declare his intentions, 
honest or otherwise, without much more 
ado. Since plain speaking has become 
rather rare in our politics these days, his 
straight-from the-shoulder stuff has been 
found hard to swallow by the spinsters 
in what have come to be known for some 
obscure reason as our national news¬ 
papers. 

I am referring particularly to the main 
editorial in The Indian Express of Feb¬ 
ruary 4. Mr C. Subramaniam has been 
accused of issuing an ultimatum to Mr 
Kamaraj. I fail to see what is so very 
intrinsically wrong with ultimatums, l 
should have thought that an ultimatum 
is just what the doctor ordered for Mr 
Kamaraj. The man’s indecision has 
made the contusion of .Tamil Nadu poli¬ 
tics worse confounded. Here is a case 
of an agonizingly drawn-out swayamvara 
with the would-be bride in an acute state 
of schizophrenia. Surely shock therapy 
is the thing in such case*. The editorial 
in The Indian Express suggests that “the 
contours of the alliances which will fight 
the next general elections in Tamil Nadu 
are becoming clear.*' About time they 
did* I should have thought. Even poli¬ 
tical horse-trading must end some time 


and if Mr Subramaniam v s so-called 
ultimatum to Mr Kamaraj is really forc¬ 
ing that grand old man of Tamil Nadu 
politics—who is becoming older but not 
necessarily grander as the days go by— 
to come off the fence before February 15 
or some such early date* 1 for one would 
say that Mr Subramaniam is doing a 
good turn to Tamil Nadu politics. 

I am not saying that Mr 

Kamraj is not having problems. He seems 
to believe that an electoral understanding 
or alliance between his party and that of 
Mrs Indira Gandhi, aided and abetted 
by the CPI, should be strong enough to 
dethrone the DMK as well as frustrate 
the ADMK’s bid for power. He is pro¬ 
bably banking on the fact that since live 
DMK and the ADMK will necessarily be 
lighting each other, even a moderately 
strong third party should have a good 
chance of running away with the prize. 
Mrs Gandhi, probably advised by Mr 
C. Subramaniam and her party president, 
Mr D.K. Barooah, however appears to 
be in favour of playing safe or making 
assurance doubly sure. Hence her chosen 
strategy of a grand alliance which could 
confront the DMK with the combined 
might or potential of a combination 
embracing the ADMK* the Kamaraj 
party and her own, with the CPI thrown 
in for good measure. Should Mr Kamaraj 
however insist on her choosing between 
his party and the ADMK, she may well 
decide to help herself to the glamour of 
the MGR image in preference to the 
possibly more solid virtues of the Kama¬ 
raj personality in Tamil Nadu politics. 

It may therefore be in Mr Kamaraj’s 
own interest to try to clarify his thoughts 
sooner rather than later. After all he too 
may have something to gain by letting 
his followers know well in time where 
he (and they) stand. His party has already 
been considerably demoralized by its 
years in political wilderness and he would 
be only straining intolerably the loyally 
of the faithful if he keeps delaying a deci¬ 
sion on basic strategy for the next gene¬ 
ral election, which may not come 
curlier than May but which could come 
any time in the subsequent nine months. 
Currently Mr Kamaraj seems to be toying 
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with the idea of testing what there is 
for him in the JP movement. Nobody 
need blame him for this. After all he 
has been criticizing the functioning of 
both the central government and the 
government of Tamil Nadu on grounds 
similar to those which JP lias made 
the foundations of his campaign in 
Bihar. There should therefore be no 
ethical difficulty for Mr Kamaraj in 
trying to make political capital in 
Tamil Nadu out of the resentments 
and discontents activated in the nation 
by JP’s call for a people’s struggle against 
the Establishment. As a matter of fact 
the Kamaraj party and the JP movement 
could both gain if they could coalesce 
in the politics of Tamil Nadu—and there 
is also some hope that, should this hap¬ 
pen, Tamil Nadu also will not be the 
loser. Which is one more reason why I 
do not sec anything blameworthy in Mr 
Subramaniam’s alleged ultimatum to Mr 
Kamaraj—assuming that Mr Subrama- 
mam's attempt to pin Mr Kamaraj down 
persuades or compels the latter to act 
less like the Prince of Denmark. 


Mr Derek Davies, the 

Editor of Far Eastern Economic Review , 
passed through a number of countries 
recently. The distempers of today’s world 
do not seem to have weighed greatly on 
his spirits. On the contrary he has found 
much that is funny during nis travels 
and he lias chosen the appropriate form 
of limericks to describe or comment 
on whatever has appealed to his sense 
of humour. His sojourn in India’s capital, 
for instance, has yielded the following 
lines: 

Said Indira, sunk deep in gloom; 

“I want them to write on my tomb: 

She grew little food 
But when in the mood 
Made the Rajasthan deseit go BOOM*.” 

Our prime minister could have fared 
worse since Mr Davies is quite obvious¬ 
ly no respecter of propluts, priests or 
presidents, as some more samples of hts 
versification clearly indicate: 

“In Pyongyang it’s really a farce 
The Great Leader's been put out to grass. 
He’s wearing no smiles 
‘Cause he contracted piles 
From the sun shining out of his arse ” 


'‘In Rome* as the Pope his mind Shuts, 
His ban on the pill drives one nuts, 
•Itsa very big shame 
He no pfay-a da game 
He no make-a da rules,' opined But/.” 


r ‘If a priest wants to play-a da game 
Hell have to shack 
up with a dame 
And act to the full 
Like a real Papal bull 
» Not be Papa only in 
name,” 
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Curbs on Company 
Deposits 

The Federation of Indian 
Chambers of Commerce and 
Industry lias expressed concern 
over the Reserve Bank’s new 
directive pertaining to company 
deposits from the public. Us 
vice-president, Mr Mnrish 
Mahindra, has described the 
directive as “inopportune”, 
particularly when a study 
group appointed by the Re¬ 
serve Bank itself is already 
examining all the related 
issues. In a press statement, 
Mr Mahindra said that the new 
restrictions would result in 
denying funds for financing 
increased output at a time 
when trade and industry has 
been badly hit by credit 
squeeze. It is a moot point as 
to whether those who are not 
allowed to deposit their funds 
with companies wdl necessarily 
make them available to the 
banking system or the public 
sector which, according to the 
latest reports, will be permi¬ 
tted to lake deposits from the 
public. The chances are that 
these funds may be frittered 
away in non-productive uses. 
The only result might be that 
the corporate units wifi be 
denied a useful source for 
financing increased output. 

Seminars on Trade 
Expansion 

A team often experts from 
the European Economic Co¬ 
mmunity Commission arrived 
in New Delhi recently to take 
part in a series of seminars 
on EEC's Generalised Scheme 
of Preferences in four Indian 
cities organised by the Indian 
Institute of Foreign Trade. 
Under the Generalised Scheme 
of Preferences, the EEC allows 
imports of manufactured and 
semi-finished goods from deve¬ 
loping countries, including 


India. The scheme has been in 
operation, and governs India’s 
exports to the EEC, since 
January I, 1971. Discussions 
took place between the Indian 
authorities, other interested 
countries and the EEC last 
year which led to an improve¬ 
ment in the terms of the 
scheme for 1975. However, it 
was felt that the terms of the 
GSP were not sufficiently 
widely known throughout India 
to enable actual and potential 
Indian exporters to benefit 
fully from the scheme. The 
matter was discussed at the 
meeting of the Indo-EEC Joint 
Commission held in December 
last year, and it was agreed 
that the EEC would take part 
in a scries of seminars in India 
and publish brochures to 
assist Indian exporters to make 
better use of the scheme. 

The European Community 
lias already established itself 
as India’s leading trading 
partner in the world. In 1973- 
74, India exported goods worth 
Rs 594.3 crores to the member- 
countries of the EEC, or nearly 
25 per cent of her total ex¬ 
ports; and her imports from 
the same source were worth 
Rs 683.1 crores, or nearly 24 
per cent of her total imports. 
Indications are that in the 
current year lnd.an exports 
arc doing considerably better. 

Dakar Conference 
on Trade 

A delegation led by deputy 
Commerce minister Mr Vishwa- 
nath Pratap Singh represented 
India at the conference of non- 
alligncd countries in Dakar, 
Senegal, to discuss problems 
relating to international trade 
in raw materials and commo¬ 
dities. The conference, which 
was held in the first week 
of this month was 
the outcome of a decision 


taken by the Foreign ministers 
of the non-aligned countries in 
Algiers in March, 1974. Com¬ 
merce Secretary, Mr Y.T. 
Shah, was the alternate leader 
to the conference. Develop¬ 
ing countries, which were not 
members of the non-aligned 
group were also invited 
to attend. The Indian 
delegation played an active 
role in the proceedings. It 
made an attempt on equitable 
solution to the basic problems 
of trade in commodities which 
are of interest to all developing 
countries, including India. The 
Indian delegation also 
proposed that a programme 
should be adopted by the non- 
aligned countries to double the 
growth of trade exchanges bet¬ 
ween developing countries 
themselves. This directive about 
doubling,trade exchanges was 
given at the non-aligned sum¬ 
mit held in Algiers. The goal 
is to be achieved by extending 
preferential treatment for trad¬ 
ing and industrial activities. 
India is among the hardest hit 
countries, following the steep 
increase in prices of food, fuel, 
fertilisers and other industrial 
raw materials. On the other 
hand, India’s exports such as 
tea, and iron ore, could not get 
sufficiently high prices in the 
world market. 

Indo-Australian 

Cooperation 

India ami Australia are ex¬ 
pected to conclude a trade 
agreement by the middle of this 
year. Tlvs is indicated in a 
joint press release issued at the 
conclusion of the visit of Mr 
Frank Crean, the Australian 
minister of Overseas Trade, 
from January 26 to February 
1, at Hie invitation of the union 
Commerce minister, Mr D.P. 
Chattopadhynya. The state¬ 
ment said Mr Crean referred 
to the scheme of the Austra¬ 
lian government for rendering 
market assistance to Indian ex¬ 
porters and asked Indian ex¬ 
porters to take full advantage 
of the scheme. Mr Chattopa- 
dhyaya referred to the excel¬ 
lent market in Australia for 
KoWiapuri ch appals and ex¬ 
pressed apprehension over the 
measures taken by Australia 
to curtail the import of foot¬ 
wear. Mr Crean appreciated 


the problem and jwom&ed 
sympathetic consideration. The 
prospects of Indo-Australian 
cooperation for the develop¬ 
ment of the wool industry were 
examined. Mr Crean hoped 
that India would expeditipusly 
approve the project so that 
Australian collaboration Could 
assist in increasing the export 
of wool products from 
India. The two ministers ex¬ 
pressed satisfaction at the out¬ 
come of the meeting of the 
preparatory committee of 
senior officials of the group of 
iron ore exporting countries in 
New Delhi last month where 
unanimity of view was achiev¬ 
ed. 

Assistance from Japan 

Japan is to provide finan¬ 
cial aid to India totalling Rs 
51.9 crores for 1974-75. The 
aid consists of a commodity 
loan ot Rs 19 crores and 
debt relief amounting to 
Rs 32.9 crores. Notes relat¬ 
ing to the new financial aid 
were signed in Tokyo between 
Mr S.T. Than, Indian Ambas¬ 
sador in Japan, and Mr Y. 
Katori, Director-General of 
the Economic Co-operation 
Bureau of the Japanese minis¬ 
try of Foreign Affairs. The 
new yen credit is the fourteenth 
extended by Japan to India 
since 1958, In addition, the 
second fertiliser project Joan 
that will constitute a part of 
this credit is currently under 
negotiation between the two 
governments. The commodity 
loan will cover payments to 
Japanese exporters for the 
purchase of steel, chemicals, 
machinery, power tillers, fer¬ 
tilisers and other raw mate¬ 
rials. With the present agree¬ 
ment coming into force, the 
loans extended by Japan to 
India since 1958 total Rs 888.9 
crores. 

Trade with Yugoslavia 

A ministerial-level meeting 
of the Iiido-Y ugoslav Commis¬ 
sion is being held in NewDtifei 
in the middle of this months 
to review economic cooper's* 
tion as well as trade relatipns 
between the two countries, 
Yugoslav vice-premier add 
minister of Foreign Tfade wiil 
lead his, country’s^ delegating 
and Commerce minister Mr By. 
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Chattopadhyaya will lead the 
Indian delegation. Trade bet¬ 
ween the two countries; under 
rupee payment which showed 
a decline from about Rs 30 
crorcs in 1971-72 to Rs 20 cro- 
res in 1972-73 has now appre¬ 
ciably increased after the switch 
over to free foreign exchange 
system. In 1973-74, the turn¬ 
over was Rs 31.4 crofes. Indian 
imports from Yugoslavia con¬ 
sist mainly of ships, parts and 
components of crawler trac¬ 
tors, capital goods, iron and 
steel bars and rods, drugs and 
pharmaceuticals and chemicals. 
The joint committee is likely 
to consider possibility of 
Yugoslavia supplying India 
fertilisers, mercury and zinc. 

Exports by Air 

The government has decid¬ 
ed to encourage exports by air. 
For this purpose, a high-level 
standing co-ordinate commit¬ 
tee for the promotion of ex¬ 
ports by air (scope-air) has 
been set up. The committee, 
headed by Mr R. Tirumalai, 
Additional Secretary, ministry 
of Commerce, includes repre¬ 
sentatives of the Central Board 
of Excise and Customs, Air¬ 
port Authority, Air-India, 
Indian Airlines, State Trading 
Corporation, and the Air 
Cargo Agents Association of 
India. The committee had two 
sittings—one at Delhi and the 
other at Bombay. The next 
sitting is proposed to be held 
at Madras. According to its 
terms of reference, the com¬ 
mittee will explore ways and 
means of setting up air cargo 
processing centres at the four 
major international air-ports- 
Delhi, Calcutta, Madras and 
Bombay- to help exporters 
secure certification, inspection 
and customs clearance on the 
spot before the cargo is air¬ 
freighted. Air transportation 
has many advantages, such as 
speedy delivery, avoidance of 
pilferage and customer satis¬ 
faction. Exports by air increa¬ 
sed from Rs 90 crores in 1970- 
71 to Rs 265 crores in 1973-74, 
and are expected to go up fur¬ 
ther in 1974-75. 

Rupee-Rouble Parity 

The Indian rupee’s exchange 
value in relation to the Soviet 
rouble has declined. Accord- 


mg to the USSR State Bank*s 
bulletin of exchange rate for 
February, one hundred Indian 
rupee is now worth 8.88 
roubles as against 9.09 in 
January. The value of the 
pound sterling to which the 
rupee is tied also came down 
from 1.66 roubles to a pound 
in January to 1.60 roubles. 
The rates are operative for 
current transactions. It is 
Moscow's contention that they 
would not affect Indo-Sovtet 
trade as prices under the exist¬ 
ing protocol are fixed in Indian 
rupees. The Soviet govern¬ 
ment revalued the rouble 
against the U V S dollar by three 
per cent. The rouble now is 
quoted at 70,50 US cents as 
against 73 cents last month, 
this means it takes nearly 
$1.42 to buy a rouble as against 
$1.37 previously. 

The transferable rouble, 
COMECON's currency for 
multilateral clearing, is open 
for use by third countries in¬ 
cluding India as medium of 
settlement of trade with the*e 
countries, according to the 
Managing Director of 
COMECON’s Bank for Eco¬ 
nomic Co-operation, India's 
trade with the socialist coun¬ 
tries who are members of the 
COMECON is carried on in 
rupees with the exception of 
Poland, which recently went 
over to clearing US dollar. 

It is open for India to unify 
clearance of the whole or jnrt 
of its trading accounts with 
the COMECON in transferable 
roubles. 

Taxation Agreement 
with Afghanistan 

The draft of the proposed 
agreement on avoidance of 
double taxation between India 
and Afghanistan in respect of 
profits of enterprises operating 
aircraft in international traflU 
was initialled recently by the 
leaders of the delegations ot 
the two countries. The draft 
will now be submitted to the 
respective governments for 
their approval 

World Steel Output 

According to preliminary 
figures compiled by the Inter¬ 
national Ifon and Steel Insti¬ 
tute the world produced more 
steel in 1974 than ever before. 
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With an aggregate figure of 
710.U million tonnes, steel 
production last year showed 
a 1.9 per cent or a 12.95 mil¬ 
lion tonne increase over 1973. 
The USSR produced 136.3 
million tonnes to return to 
first place which it occupied 
in 1972, followed by the USA 
(132 million tonnes) Japan 
117.14 million tonnes), West 
Germany (53.23 million tonnes) 
arid France and China (27 
million tonnes each). The 
nine EEC countries produced 
an aggregateofl55.67 million 
tonnes. 

After a monthly peak of 
42 million tonnes in October 
1974, the December production 
figure of 38.2 million tonnes 
for the 241 LSI countries shows 
a noticeable decrease on the 
40.44 million tonnes produced 
in December 1973, some steel 
industries having been affected 
sooner than others by a general 
slow down of demand in 
particular in Belgium (18.5 
per cent) Japan (8.6 per cent), 
UK (.7.1 per cent) and the 
USA (13.6 percent) where a 
coal strike also affected the 
rate of production. 

Assistance for Drought 
Prone States 

The union government has, 
as a special case, decided to 
give Rs 55 crores to the 
drought-affected and flood- 
ravaged states of Gujarat, 
Rajasthan, Madhya Pradesh, 
Orissa, West Bengal and 
Assam. However, this amount 
would be adjusted against the 
Centre's contribution towards 
the development plans of 
these states for the next finan¬ 
cial year. While agreeing to 
this ad hoc assistance, the 
Centre is understood to have 
told all the states, including 
those affected by natural cala¬ 
mities, that it should not be 
treated as a precedent for the 
future. It is no more than a 
one-time exception. New 
Delhi has also reiterated that 
the states should try to raise 
additional resources by raising 
power tariff and water rates, 
enforce collection of bettcr- 
xxitnt levy and impose a tax on 
agricultural incomes as 
eo&mended by the Raj com¬ 
mittee Home three years ago. 


The centre also warned the 
states against any diversion of 
these funds. They are enjoined 
to use these either for under¬ 
taking new medium and major 
irrigation projects or for ex¬ 
peditiously completing those 
which are in hand at present. 

State Plans 

The 1975-76 Annual Pianj 
outlays of 16 states, so farli 
finalised by the Planning Com* I 
mission, show an overall in-| ; 
crease of Rs 370 crores over jj 
the approved outlays for the 
previous year. The central 
assistance to state having been 
pegged at the current year’s! 
level, these states will have to | 
allocate extra resources for thel 
Plan out of their budgets, \ 
through measures for addi- \ 
tionul resource mobilisation, \ 
increased market borrowings ■ 
and collection of tax arrears. ; 
Large increase have been agre- ; 
ed to by the commission in * 
the case of Maharashtra i 
(Rs 75 crores), Madhya Pra¬ 
desh (Rs 63 crores) and Pun- ; 
jab (Rs 56 crorcs). Maha- ; 
rashtra’s outlay includes a 
provision ofRs 50 crorcs for 
the state government’s em¬ 
ployment guarantee scheme. 
The Punjab outlay is bigger . 
than what originally proposed 
by the state government. The 
commission has approved the 
outlays of all but five states, 
namely UP, Tamil Nadu, 
Karnataka, Himachal Pradesh 
and Manipur. 

Eastern Zone Meet 

Inaugurating the zonal 
conference of the civil supplies 
ministers of eastern states in 
Calcutta recently, Mr A. C. 
George, minister of Stale for 
Industry and Civil Supplies, 
stated that out of the sixty 
essential items of mass con¬ 
sumption identified in the 
distribution scheme, nearly 
fourteen commodities like 
foodgrains, sugar, standard 
cloth, vanaspati and fuel were 
‘vital for the people. These 
would be given top priority 
in the new distribution scheme. 
Mr George felt that the state 
governments had a very im¬ 
portant role to play in imple¬ 
menting this ambitious scheme 
for making available essential 
commodities to the people. 
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That was the purpose for which 
the zonal conference had been 
convened. Although the task 
was not easy, he was confident 
that, with the cooperation of 
the state governments, steps 
would be taken shortly to im¬ 
plement the scheme. Outlining 
the scheme, the minister sug¬ 
gested that the consumer co¬ 
operatives all over the country 
could be used to great advan¬ 
tage in the proper distribution 
of essential consumer goods. 
Initially, the scheme, he dis¬ 
closed, would cover the metro¬ 
politan cities and towns with 
a population of five lakhs or 
more. Industrial areas with 
concentrations of workers’ 
population could also be 
included. 

Sugar Price 

Ex-factory price of levy 
sugar of 1974-75 production 
were notified on November 
28, 1974. The government 

have reviewed the position 
taking into account the need 
to ensure the securing of a 
reasonable return on the 
capital employed in the busi¬ 
ness of manufacturing sugar 
in the context of sugarcane 
prices, the increase in the 
manufacturing cost of sugar 
arising mainly from revised 
wages, higher interest rates 
etc. and the anticipated higher 
realisations of the factories 
from disposal of levy-free 
sugar. 

Keeping in view the need 
for maintaining the present fall¬ 
ing trends in prices of essen¬ 
tial commodities, it has been 
decided that there should be 
no change in the ex-factory 
prices of levy sugar but that 
the ratio of levy sugar to free 
sale sugar should be revised 
from 70:30 to 65:35 for the 
1974-75 season. 

The union government an¬ 
nounced that the ratio of levy 
sugar to free sale sugar for 
1974-75 season would be 65:35, 
instead of 70:30 which had 
been the ratio ever since free 
sale was allowed some years 
back. 

Meanwhile, the UP govern¬ 
ment has decided to procure 
nearly 20,000 tonnes of white 
crystalline khandsari sugar 
through a 33 per cent levy on 


open pan-kbandsari units in 
the state with immediate effect, 
at the rate of Rs 200 per quin¬ 
tal. 

In a statement to the press, 
Mr P. Maruthai Pillai, Presi¬ 
dent, Indian Sugar Mills As¬ 
sociation has expressed great 
disappointment at the govern¬ 
ment’s announcement not to 
revise the levy sugar prices 
for the current season. No 
doubt, government have re¬ 
cognised the legitimate demand 
of the industry for higher levy 
prices due to sharp cost in¬ 
creases caused mostly by sta¬ 
tutory provisions. Besides, 
higher cane prices fixed by the 
government, the rates of cane 
cess and purchase tax have 
also been increased by the state 
governments. Further, there 
has been substantial increase 
in the wages. The current in¬ 
terest rates too are higher by 
60 per cent than those adopted 
by the Tariff Commission. 
Furthermore, there is an all¬ 
round sharp increase in the 
prices of essential raw mate¬ 
rials and stores. Mr Pillai re¬ 
gretted that in the face of 
such sharp cost escalations the 
relief proposed by way of ad¬ 
ditional five per cent free sugar 
was in no way commensu ate 
with the cost increases, and 
would create an erroneous im¬ 
pression that the factories have 
been adequately compensated. 

Entrepreneurship in 
Education 

The National Alliance of 
Young Entrepreneur!, organis¬ 
ed a workshop on ‘Entre¬ 
preneurship in Education' in 
collaboration with National 
Youth Forum and Small In¬ 
dustries Service Institute on 
February 1, 1975. The Work¬ 
shop was attended by over 100 
Principals of the Colleges and 
office bearers of the student 
unions besides senior officials 
of the union government 
and Delhi Administration. 
The Workshop endowed 
a programme for introdu¬ 
cing stream of entrepreneur- 
ship in educational system 
and to form business groups 
in the colleges to be run and 
administered by the students. 
NAYE proposes to organise 
Industrial Entrepreneurship 
Acclamatisation course during 


the Summer Vacations for the 
benefit of selected boys and 
girls from 100 Educational In¬ 
stitutions in the country as 
a pilot project. During this 
course, the participants will be 
staying at Industrial Estates or 
Industrial Areas for a period 
of three weeks to acquaint 
themselves with the planning, 
setting, up and management of 
small enterprises. 

Railway's Record 

The Railways have surpassed 
all previous records in wa¬ 
gon loading during January 
1975, according to an official 
Press release. 

On an average, 23,179 broad 
gauge wagons were loaded daily 
with freight traffic. This is 
the highest figure ever achieved 
in any year in the month of 
January. In January 1974. 
20,864 broudgauge wagons were 
loaded every day. 

The daily average loading on 


the metre gauge was 5,780 
wagons during January 1975 
as against 5,874 in January 
1974. 

Tiie Railways also achieved a 
record daily average loading 
of coal during the month. 
Surpassing the previous best 
figure of 8,735 wagons achieved 
in February 1969, the Rail¬ 
ways loaded, on an average, 
8,901 wagons of coal daily 
during January 1975. 

The loading of iron ore for 
export was more than the 
month's target of one million 
tonnes, it is claimed. 

Names in the News 

Mr Babaraoji Parkhe, a re¬ 
nowned industrialist of Poona 
has recently been co-opted as 
a Director on the Board of 
Directors of the United Wes¬ 
tern Bank, Ltd., Satara, in the 
vacancy caused by the retire¬ 
ment of Mr G V. Piilkar. 


‘ DIRECTORATE GENERAL Of SUPPLIES 4 DISPOSALS 
DISPOSALS WING: COMMODITY SECTION 


Parliament Street, New Delhi 

TENDER PROGRAMME 

FOR THE MONTH OF FEBRUARY, 1975 

U CPMI544042I18 due on 27*2 75 at Sewak Bass Depot, Dlmapur 
(Nagaland). Storaa : Road’Roller AJ-EM No. 11Q8-X fitted with 
Diesel angina—1 No. 

2. CPM1544009/18-Split due on 28,2,75 at Sub-Divn. IV. (Road 
machinery taction) PWD IV, PWD St, Inez, Pena}!, Goa. Storaa : 
ABG-Werke. Road Roller 1.5 Tons, Diesel engine—1 No. 

3 DGSlDISVHtVH/507541-53121 , 22,23, 24 due on 26.2.75 *t VSO, 
Meerut. Stores: Vehicles l.e. Ly. 3 Ton TMi $ Baker Motor* 
cycles R/E Nissan Car Willys, Dodge Tractors etc,-<19$ Nos. 
Tenders will be received and opened at2-30p.m. and 3.00 p.m. 
respectively on the above dates. 

Offers will remain opsn upto 20.4.75 for Serial Nos. 1 A 2 and 
26*4*75 but not less than upto 26-3’75 for Serial No. 8 

Each tender must be accompanied by two Deposft-at»€eH 
RecWpte—each representing 5% of the tendered value as (i) Earnest 
Money and (II) Security Deposit subject to maximum amount of Re. 
1 lakh. Tender forms and details can ba had from the Cashier. 
0GS4D, New Delhi, Director of Supplies and Disposal Calcutta, 
Bombay, Madras and Kanpur % Rs. 5 (non*refundable) per set 
(noMrtitsHrable) In Cash or by M.O. 

OGSAD RESERVES RIGHTS TO REJECT AU OR ANY OFFER 
WITHOUT ASSIGNING REASONS THEREOF * 

-—davp 74/43?- 
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Gujarat Steel Tubes contributes to the progress of 
rural India with steel tubes and pipes in dia. 15 mm to j 
100 mm, black and galvanized, threaded and 
socketed, using TUFFWELD—a High Frequency 
Induction Welding process. In just nine years, 

Gujarat Steel Tubes has made its mark in India, 
as one of the major suppliers to Government, and 
abroad—-as one of the largest exporters of steel pipes. 5 

Pipelines to prosperity 




Gujarat Steel Tubes Limited. 

Bank of India Building, Bhadra/ 
Ahmedabad-380001 
, Telephone: 52012-13-14 
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Further Erosion 

Dull trading and a further 
erosion in equities marked trad¬ 
ing on the stock exchange last 
week. Reports of good rabi 
crop prospects, improvement in 
industrial production and indi¬ 
cation of liberalisation in li¬ 
censing procedures failed to 
cheer up marketmen. The mar¬ 
ket sentiment, on the other 
hand, was depressed by such 
reports as the introduction of a 
bill imposing ceiling on urban 
property in the Budget session 
of Parliament, pruning of an¬ 
nual plan allocation and fears 
of heavy taxation in the ap¬ 
proaching central budget. Con¬ 
sequently the business turn¬ 
over Was moderate, with equi¬ 
ties moving both ways. 

Prices of selected leading 
scrips declined sharply in Dalai 
Street on nervous bull un¬ 
loading and long liquidation. 
On the whole sellers had an up¬ 
per hand due to persistent 
offerings during the week. The 
week concluded on an easy 
note. The volume of business 
was restricted. The Calcutta 
Stock Exchange turned gradu¬ 
ally easy during the week under 
review with previous gains 
being partially wiped off. While 
investors kept away from the 
market, institutional buyers 
were scarce. Intermittent short 
covering and scarcity of float¬ 
ing stocks at times helped a 
mild recovery but gains could 
not be sustained due to bear 
pressure as well as lack of 
follow up support. A mixed 
tendency marked the week’s 
moderate trading on the Mad¬ 
ras Stock Exchange. 

Consolidated Coffee 

Consolidated Coffee Ltd has 
reported substanital improve¬ 
ments in its working results 
during the year ended June 30, 
1974, Its sales including gross 
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income, recorded a smart 
rise Rs 7.36 crores from Rs 6.52 
crores while gross profl 
went up to Rs 147.12 
lakhs, registering a handsome 
increase of Rs46. 25 lakhs 
over 1972-73. The net profit, 
after providing for taxation, 
too was higher at 64.57 lakhs 
as compared to Rs 58.37 
lakhs in the preceding year. 
After deducting Rs 1.17 lakhs, 
being the amount already dis¬ 
bursed for payment of pre¬ 
ference dividend and making 
other adjustments, the dispos¬ 
able surplus amonts to Rs 
62.75 lakhs as compared to Rs 
61.79 lakhs in 1972-73. Out of 
this a sum of Rs 3,621 lakhs was 
transferred to development 
rebate reserve, Rs 57.07 lakhs 
to general reserve No. 1 and 
Rs 5.65 lakhs to general reserve 
No. 2 as against Rs 5,260, Rs 
29.34 lakhs and Rs 32,40 lakhs 
provided respectively in 1972- 
73. 

During the year 7,15,498 
bonus shares of the face value 
of Rs 71,54,980 were issued by 
capitalisation of general re¬ 
serves in the ratio of two 
shares for every five shares 
held. The total issued and paid- 
up capital now stands at Rs 
269.17 lakhs. The director 
have recommended a dividend 
of 12 per cent on the equity 
capital as enhanced by the 
bonus issue as compared to 18 
per cent declared in the pre¬ 
ceding year on the capital 
before the bonus issue. The 
dividend recommended for 
1973-74 is the maximum per¬ 
missible under the dividend 
ordinance. 

Baroda Rayon 

Sales of Baroda Rayon 
Corporation have nearly dou¬ 
bled in 1974 to Rs 19.44 crores 
from Rs 10.01 crores in 
1973, Output of rayon yarn 
went up appreciably from 4280 
tonnes to 4301 tonnes, while 


its sales improved substantially 
to Rs 11.39 crores from Rs 
9.68 crores in 1973. The nylon 
yarn plant which was commi¬ 
ssioned in February 1974 
account for an output of 
821 tonnes and added Rs 7.5 L 
crores to the turnover. It 
is expected that the nylon yarn 
unit will be stepping up its 
output to 1800 tonnes in 1975. 

The project for manufac¬ 
turing nylon tyre cord with a 
capital outlay of Rs 12 crores 
will be undertaken for imple¬ 
mentation shortly. Technical 
collaboration with Unitika of 
Japan has been obtained. It 
has also received the clear¬ 
ance from the government for 
the imp art of plant and michi- 
nery. The pessilblities for 
using different types of woods 
for manufacturing Rayon 
grade pulp has been explored 
and the process developed by 
the company is being tested in 
the national laboratory. The 
company has also in hand a 
letter of intent for setting up a 
cellulose film unit. Steps are 
being taken to implement the 
scheme in collaboration with 
Travancore Rayons. 

Vazir Sultan 

Vazir Sultan Tobacco Com¬ 
pany Ltd has received the con¬ 
sent of the Controller of Capi¬ 
tal Issues for making a rights 
and public issue amounting 
to Rs 283.2 lakhs in 17,70,000 
shares of Rs 10 each at a pre¬ 
mum of Rs 6. The issue is 
being made with two major 
considerations. One aim is to 
encourage Indianisation and 
through this capital reorgani¬ 
sation the foreign shareholding 
in VST will be reduced to a 
minority i.e. blow 40 per cent. 
Besides the additional capital 
raised will be utilised for finan¬ 
cing Its diversification pro- 
grammes which will open-up 
for the company a whole Tange 
of new activities. 


As the cigarette busi¬ 
ness is in sound shape 
the company is seeking 
growth in non-tobacco areas 
which, if successful, Will be an 
insurance for the future of 
generating income from other 
sources. In pursuance of this 
policy the Company is bran¬ 
ching out into the field for 
the manufacture of leather and 
loathes goods. The manage¬ 
ment feels that to ensure 
success in its diversification 
plan it will he necessary to 
enter into a high priority 
sector which fits in with 
the development plans of 
the central government and 
by the nature of priori¬ 
ties provides for preference 
in raw materials, import 
licences and support by 
financial institutions. Nego¬ 
tiations for such a project have 
already reached an advanced 
stage. Details regarding the 
project will be made known 
after receiving all clearances 
from the concerned authori¬ 
ties. 

Meanwhile the company 
has reported quite encouraging 
working results during the 
year ended Ssptmber 30,1974. 
With a longer expansion in 
turnover from Rs 61.09 crores 
to Rs 74.19 crores, profit 
before tax too recorded 
a handsome rise to Rs 341 
lakhs from Rs 273 lakhs in 
1972-73. The profit after tax 
was also substantially highr at 
Rs 93 lakhs as compared to 
Rs 90 lakhs in 1972-73. After 
transferring a sum of Rs 4.40 
lakhs to development rebate 
reserve and Rs 64. 26 lakhs to 
general reserve, a final divi¬ 
dend of 12 per cent has been 
declared absorbing Rs 24 lakhs. 
The board of directors would 
have declared a dividend of 
25 per cent but it was not 
possible because of the 12 per 
cent maximum permitted under 
the dividend ordinance. It is 
the intention of the company 
to revert to 25 per cent as 
soon as the restriction is 
removed. 

Mangalore Chemicals 

Mangalore Chemicals and 
Fertilizers is about six 
months behind schedule. 
It hopes to commission its 
amonia plant May 1975. Urea 
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is expected to lie produced 
by the end of June or early 
July. The delay of about six 
mouths has resulted in raising 
the project cost by Rs 7.92 
crores. This overrun in pro¬ 
ject cost will be met by additio¬ 
nal long-term loans of Rs 4.92 
crores from financial institu¬ 
tions and short-term bridging 
finance of Rs 3 crores from 
banks. The directors feel that 
the rise in overall project 
cost and higher prices for 
naptha and fuel oil will be 
compensated to some extent 
by higher ex-factory sales rea¬ 
lisations following the enhace- 
ment of the statutory medium 
retail price for urea. The pro¬ 
ject’s profitability and cash 
generation potentials, accord¬ 
ing to the directors, therefore, 
continues to remain as attrac¬ 
tive as originally estimated. 
The company will get the 
benefit of full development 
rebate of over Rs 9 crores. 

Holiday Inn 

The country's first Holiday 
Inn was opened in Agra last 
month. It will be entirely own¬ 
ed and operated by Northern 
India Hotels Ltd. This hotel 
has been built in collaboration 
with the world’s largest hotel 
chain. Holiday Inn Inc, which 
has almost 1700 hotels in over 
40 different countries. Situated 
on the main highway to Kanpur 
Holiday Inn offers a grand 
and clear view of the famous 
mausoleum from sixty per 
cent of its rooms. It has 84 
rooms, each room well-furni¬ 
shed, with attached bath, tele¬ 
phone and 4-channel music. 
The Holiday Inns, world over, 
have earned reputation for 
their hospitility and distinc¬ 
tion for guest service. Now 
Agra too has a Holiday Inn 
which combines the expertise 
of the west and the raditional 
hospitality of India. It goes 
without saying that Holiday 
Inn is ideally suited for group 
travels, conferences, seminars 
and special functions, offering 
every comfort and convenience, 
if Agra is cllosen as the venue, 

Volt&s 

Voltes limited and a French 
chemical group Rhone-Pou- 
lenc have formed a new com¬ 
pany styled Volrho Limited. 
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This new company will manu¬ 
facture phosalone, an organo 
phosphatic pesticide at patan- 
cheru in Andhra Pradesh. 
Phosalone has been found very 
effective for the treatment of 
a number of crops parti¬ 
cularly cotton and lea. It has 
been extensively field tested 
in our country with encoura¬ 
ging results. While manufac¬ 
ture of Phosalone formula! .on 
will commence in 1976 from 
imported technical material, 
the plant for manufacturing 
technical phosalone with a 
capacity of 1000 tonnes per 
year is expected to be com¬ 
pleted by 1977. 

Walchandnagar 

Industries 

Walchandnagar Industries 
has reported satisfactory wor¬ 
king results for the year ended 
September 30, 1974. Its turn¬ 
over increased by about 32.4 
per cent to Rs 21.85 crores 
from Rs 16.50 crores while 
gross profit went up only by 
about five per cent to Rs 1,42 
crores from Rs 1,36 crores in 
1972-73. The directors have 
proposed a lower equity divi¬ 
dend of 7.7 per cent as against 
12 per cent declared for the 
previous year. Out of the gross 
profit,the directors have set 
apart a sum of Rs 48.36 lakhs 
to depreciation reserve as com¬ 
pared to Rs 43.30 lakhs in 
1972-73., while the allocations 
to development rebate reserve 
was enhanced by Rs 2.01 lakhs 
to Rs 6.51 lakhs. An amount of 
Rs 38.60 lakhs was earmarked 
for meeting taxation liabilities 
as against no provision in the 
earlier year. The net profit out 
of these allocations amounted 
to Rs48.71 lakhs as compared 
to Rs 88.62 lakhs in the pre¬ 
vious year. 

Khandelwal Ferro 
Alloys 

Khandelwal Ferro Alloys 
has fared extremely well du¬ 
ring 1974 with turnover, gross 
profits and profiitability re¬ 
cording impressive improve¬ 
ments over the preceding year. 
Turnover during 1974 regis¬ 
tered a sharp rise to Rs 17.77 
crores from Rs 13.69 crores 
white gross profit jumped to 
Rs 1.58 crores from Rs 1.09 
crores in the preceding year. 


The ratio of gross profit to 
turnover too moved up from 
nearly eight per cent to about 
nine per cent. The directors 
have proposed an equity divi¬ 
dend of seven per cent on a 
larger capital resulting from 
two-for-fivc bouds issue. This 
is the maximum permissible 
dividend under the dividend 
ordinance. 

In 1973 the company 
declared a dividend of 12 per 
cent. Out of the gross profit, 
the directors have appropria¬ 
ted a sum of Rs 29 lakhs to 
depreciation reserve as against 
to Rs 34 lakhs in previous year 
while taxation absorbed Rs 76 
lakhs as compared to Rs 49 
lakhs in the earlier year. The 
net profit after these alloca¬ 
tions amounted to Rs 52 lakhs 
as compared to Rs 25 lakhs in 
1973. Commenting on the 
prospects, the directors state 
that the export market for ferro 
manganese continues to be 
good and that the outlook for 
the tube mill will depend on 
the availability of raw materi¬ 
als. 

American Express 

Estimated consolidated net 
income of American Fxpress 
Company and its subsidiaries 
in 1974 increased to a record 


8156.8 million compared taiNit 
8 150,9 million in 1973. Net 
income per common sharp j 
was up 4.3 per cent to 82.1* j 
per share from $2.09 per share J 
m 1973. The year was the 27th j 
consecutive one in which j 
American Express Company j 
has reported increases in con¬ 
solidated net income and net 
income per share (before ex¬ 
traordinary credits in certain 
prior years). It was also the j 
first time in the Company’s ] 
124-ycar history that opera* j 
ting revenues exceeded the $2 ; 
billion mark. For the year j 
total income from Travel and \ 
Financial Services (other than j 
Insurance) was up 28.1 per j 
cent to $ 82.5 million from i 
164.4 million. Total income j 
of Insurance Services for the ? 
year was $74.3 million* down ' 
from $86.5 million. 

Commenting on the working ; 
results Mr Howard L. Clark, 
chairman and Chief Executive 
officer, said “The encouraging 
aspect of an extremely chal¬ 
lenging year was the consis- ; 
tent strength of Travel Rela¬ 
ted Services and American : 
Express International Banking 
Corporation, despite world¬ 
wide inflation, recession and 
the energy crisis in 1974. The 
basic fact remains that both 


r 


Z 


ten to one 
IXT GET* 
the last 
CHARMJNAR 


T 



CMW-tMOl 


299 


FEBRUARY 7 , 1973 






Travelers Cheques and Card 
achieved new records in sales 
and they, along with America# 
Express International Banking 
Corporation, also achieved 
new record earnings. The year’s 
results demonstrate the under¬ 
lying strength and balance of 
American Express since the 
highly satisfactory increases 
in earnings by the Travel and 
Financial Services businesses 
offset a cyclical decline in con¬ 
solidated earnings of the 
Insurance subsidiaries.” Tra¬ 
velers cheque sales were im¬ 
pressive throughout the year 
and this upward trend continu¬ 
ed to strengthen in the fourth 
quarter and into the first three 
weeks of 1975. Outstandings 
increased to over $ 1.2 billion, 
up by 9 per cent over 1973. 
A substantial part of these 
outstandings have been in¬ 
vested in long-term, tax-exempt 
securities at the record high 
levels of interest rates in 1974. 

News and Notes 

The 1DBI has refused 
permission to Vardhman 
Spinning and General Mills 
for issuing one-for-one bonus 
shares though the company 
has received the sanction from 
the Controller of Capital Issues 
for the same. The company 
is approaching the 1DB1 again 
for its permission. 

The National Radio & Elec¬ 
tronics Co. Ltd. (NELCO) 
have placed on the market a 
new range of electronic cal¬ 
culators. The new product 
line, which is called the “Sigma 
Series”, includes basic and 
memory calculators with se¬ 
veral additional features and 
an advanced scientific calcula¬ 
tor the IC-99S which will be 
of benefit to the scientific and 
engineering community. The 
Sigma Series of calculators 
are being marketed by NELCO 
directly. 

Ashok Leyland has obtained 
an order for 80 industrial en¬ 
gines from Philippines. The 
total value of this order is Rs. 
14 lakhs. This is the first time 
that Ashok Leyland products 
are being exported to Philip¬ 
pines. Early deliveries, com¬ 
petitive prices and superb 
quality of the company’s pro¬ 
ducts have contributed in 
obtaining this order. The first 


lot of 20 Engines has already 
been shipped, and the entire 
order is expected to be comp* 
leted by March 1975, It is sig¬ 
nificant to note that Ashok 
Leyland, after achieving signi¬ 
ficant breakthroughs in the 
African countries, is now enter¬ 
ing one of the most developing 
markets in the 9outh east Asia. 

New Issues 

Camphor and Allied Products 

Ltd is offering to the public for 
subscription 5000 convertible 
bonds of Rs 1000 each at par, 
carrying interest at the rate cf 
10 per cent per annum payable 
half yearly on June 30 and 
December 31 each year. The 
subscription list for this fully 
underwritten issue opens on 
February 10 and will close 
on February 20 or earlier but 
not before February 13. The 
novel features of the bonds 
issue are that the bondholder 
will have, within the period 
of six months prior to the 
expiry of the fifth year from 
the date of allotment, an op¬ 
tion to convert each of his 
bond into three equity shares 
of Rs 100 each at a premium 
of Rs 100 per share and 
obtain a cash refund of Rs 
400. The bond, subject to the 
right of conversion, will be 
redeemable at par on the 
expiry of 10 years from the 
date of allotment. 

In case a bonus issue 
is. made by the company 
on or before the last date 
for conversion, the entitle¬ 
ment on bond-holder will 
increase from three shares 
in the same proportion in 
which the equity capital of the 
company is increased by the 
issue of such bonus shaies 
the fractions arising on such 
increase being regulated in 
terms of the bonus issue. The 
premium on such equity shares 
and the amount to be refunded 
will also be correspondingly 
changed. Similarly in the 
case of a rights issue, the 
amount of premium would 
be liable to be changed suit¬ 
ably. The convertible bonds 
thus combine the best features 
of equities and fixed income 
securities and is an ideal of 
form of investment in the 
existing conditions. It assures 
the investor with a regular 


iotomt, provides a hedge 
against inflation and gives 
liquidity to his holdings. 

The company has embarked 
on a massive expansion and 
diversification programme. 
The capital outlay on this 
project is estimated at Rs 
1.46 crores and a part of 
this cost will be financed 
from the proceeds of the 
present issue. The com¬ 
pany has already made consi¬ 
derable progress in the imple- 
mentationof this project. The 
equipment for the CP resin 
plant and new distillation 
column and change in the 
process of manufacture of 
camphor has already been 
installed and commercial pro¬ 
duction has been started. As 
for as the PMHP and sodium 
acetate plants are concerned, 
orders for machinery have 
been finalised. The entire 
equipment, imported as well 
as indigenous, are expected to 
be received by the end of May 
and trial production is expected 
to commence by June 1975. 

Sondaram Abex, a company 
promoted by the TVS group 
of Madras, is setting up a 
project at Padi, Tamil Nadu 
for the manufacture of organic 
friction, materials. This pro¬ 
ject is being set up in colla¬ 
boration with Abex Corpo¬ 
ration of the USA. To raise 
part of the resources required 
for the implementation of this 
project the company will soon 


btofffering to the public for 
subscription ; equity shares 
worth Rs $0 lakhs, alt in equi¬ 
ty shares of Rs 10 each at par. 
The capital outlay o# the 
project is estimated at Rs 1.61 
crores. It will be financed by 
the share capital of Ra 75 
lakhs, medium term loans and 
deferred payment guarantee of 
Rs 61.10 lakhs and loans and 
deposits of Rs 25 lakhs. The 
Indian promoters will subscribe 
to shares to the tune of Rs 22.50 
lakhs while shares worth Rs 
22.50 lakhs will be alotted to 
Abex Corporation against the 
supply of plant and machinery. 

Organic friction material are 
used in transport industry as 
brake linings for vehicles. A 
study of the market potential 
indicates that the demand, for 
these materials will be doubled 
by the end of the fifth Plan, 
As against the present licen¬ 
ced capacity of 4415 tonnes of 
brake linings, demand has 
been estimated at 5300 tonnes 
by 1975-76 and 9200 tonnes by 
1979-80. The company's 
licensed capacity is 1500 tonnes. 
Though the company will have 
to face stiff competition from 
such manufacturers as Hindus¬ 
tan Ferodo, Rane Brake Lin¬ 
ings and UNI-Abex Alloy 
Products, the management 
does not anticipate any diffi¬ 
culty in marketing its pro¬ 
ducts. Hence the projects, 
by all counts, is a profitable 
venture with good growth 
prospects. 


Dividends (Per cent) 


Equity dividend declared for 

Name of the ----- ——.. 

company Year ended Current year Previous year 


Higher Dividend 


Nonsuch Tea Estates June 30, 1974 
Same Dividend 

12.0 

10.0 

Madan Industries 

June 30,1974 

Nil 

Nil 

Megna Mills Co. 

March 31, 1974 

Nil 

Nil 

PulgoanCotton Mills June 30,1974 
Reduced Dividend 

Nil 

Nil 

Shree Madhusudan 
Western India 

June 30, 1974 

5.0 

10.0 

Plywoods 

March 31,1974 

7.0 

17.0 

West Coast Paper 

June 30, 1974 

12.0 

13.0 

Sirpur Paper 

June 30,1974 

8.5 

10-0 

Standard Batteries 

June 30,1974 

Nil 

12.5 

Excel Industries 

Sept, 30, 1973 

15.0 

12.0 
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COMPANY MEETINGS 

SUDARSAN TRADING COMPANY 

LIMITED 

Registered Office : CALICUT-673 Oil. 

ANNUAL GENERAL MEETING 

Speech delivered by Maj. Gen. O. C. Misra, M. C. (Retd.), 
Chairman, at the Annual General Meeting of the Company held 
at the Conference Hall, ‘Sudarsan Building’, Chakkorathkulam, 
Calicut-673011 on Friday, the thirty-first day of January, 1975 
at 3 O'clock in the afternoon. 


Gentlemen, 

X am very happy to welcome 
you to this, the Fifteenth An¬ 
nual General Meeting of your 
Company. 

The Report of the Directors 
and the audited Accounts have 
been submitted to you already. 
With your approval I shall lake 
them as read. 

As you would have observ¬ 
ed from the Directors’ Report, 
1974 was a year of measurable 
progress for all the Constituent 
Units of your Company in¬ 
spite of the depressed econo¬ 
mic conditions in the country. 

During the past year, the 
Indian economy was subjected 
to Himalayan strains. Droughts 
and floods caused their usual 
devastation. A deteriorating 
power situation and sky-rocket¬ 
ing oil prices further served to 
play havoc on all sectors of 
the economy. Prices of even 
the essentials of life continued 
to shoot up, spreading misery 
and disaffection. 

All these pose a threat to 
the way of life we have so 
arduously built-up in the last 
25 years. But I am sure that 
under the leadership of our 
esteemed Prime Minister, Smt 
Indira Gandhi, we shall wea¬ 
ther the storms and get back to 
the sunlit uplands of stabi¬ 
lity and prosperity before 
long. 

Reverting to our dwn ope¬ 
rations, the year under review 
was Again a period of unintov 


rupted progress. Profits of 
the Company, after providing 
for depreciation and other 
operating expenses was Rs. 
28,22,091/-. 

The segregation of the Chit 
business from other activities 
has proved to be a great suc¬ 
cess, The fully owned Sub¬ 
sidiary, Sudarsan Chits (India) 
Limited, which we had setup 
for this purpose, commenced 
business on May 1, 1973. It 
had imparted a measurable 
sense of purpose and efficiency 
to our Chit Fund business. The 
total business procurement 
during the year touched new 
records. That this should have 
been possible against a back¬ 
drop of general economic dis¬ 
tress shows what an impor¬ 
tant role Chit Funds play in 
the country today. They meet 
vital credit needs of society,' 
especially those sectors of 
Society on whom institutiona¬ 
lized sources of credit have 
wittingly or unwittingly turned 
their back. With over 100 
Branches spread throughout the 
country, our Chit Funds have 
been providing direct employ¬ 
ment to several thousands, in 
addition to activating innume¬ 
rable opportunities of employ¬ 
ment in avenues like agricul¬ 
ture, small and medium indus¬ 
try, trade and commerce which 
are constantly serviced by the 
Chit Funds. The Share-holders 
will kindly recall that our 
Company had humble begin¬ 
nings just about two decades 


ago. By dint of hard work, 
prudence and careful manage¬ 
ment it had the good fortune 
to obtain a pre-eminent posi¬ 
tion in the field of Chit Funds. 
Of late, we have been diversi¬ 
fying our activity to include 
industry, agriculture, hotelier- 
ingand exports. The Sudar¬ 
san group is proud that to¬ 
day it provides stable employ¬ 
ment to thousands of persons. 

Incidentally I am to take 
the Share-holders into confi¬ 
dence about certain facts. Shri 
Velayudhan, our Managing 
Director has been at the helm 
of affairs of this Company 
since 1956, when it started as 
a small partnership firm and 
was eventually converted into a 
Private Company and later into 
a Public Company in 1965. The 
phenomenal progress that your 
Company achieved during the 
short span of life is directly 


due to the personal dynamism 
of its Managing Director. His 
organisational ability, foresight 
and sincerity of purpose have 
borne fruit in the form of 
steady and laudable progress 
as indicated in the performance 
figures furnished below: 

Recently the legislation j 
governing the conduct of Chit i 
Funds have been enacted in j 
the Union Territory of Goa \ 
and the State of Maharashtra. : 
Although there was talk of in- i 
ti eduction of uniform All j 
India legislation, at the moment y 
the statutes vary from State f 
to State with the result an All j 1 
India Organisation like ours h 
has to meet tfyc requirements f 
of law in various measures at j 
the same time. We have been \ 
endeavouring to focus the ; 
attention to the authorities to ; 
the fact that the Tamil Nadu J" 
Chit Funds Act, which was 
also adopted in the Union \ 
Territory of Delhi, is the ideal ; 
piece of legislation to be fol- ) 
lowed uniformly, and our effort l 
so far have met with little | 
success. We have been conti- £ 
nuing to plead witli the Union 
Government for national legis¬ 
lation to control jmd regulate 
Chit Funds. We have reasons 
to believe that the Govern¬ 
ment of India is seriously con- jl 
sidering the suggestion. 

With its simple and rural 
origin Chit Funds were being 
cojiducted in ancient days by 
individuals who were being 
held in esteem in society. As 
you know, it is your Com¬ 
pany that gave the ancient 
and completely indigenous in¬ 
stitution of Chit Funds a 
modern frame-work and as- 


Year Paid-up Turn-over Net 

ended Capital Reserves (Gross income Profit 

during the year.) 


31-7-1965 

31-7-1966 

31-7-1967 

31-7-1968 

31-7-1969 

31-7-1970 

31-7-1971 

31-7-1972 

31-7-1973 

31-7-1974 


20 , 000 /- 
5,26.325/- 
7,57,225/- 
7,58,700/- 
7,59,776/- 
7,63,676/- 
21,58,675/- 
22,25,600/- 
22,29,600/- 
22,30,375/- 


2,773/- 

32,773/- 

50,000/- 

55,000/- 

60,000/- 

80,000/- 

3,07,448/- 

5,44,406/- 

9,14,585/- 

15,74,519/- 


*inclusive of Units & 


15,55,648/- 
31,60,333/- 
32,26,712/- 
86,30,973/- 
96,99,551 /■ 
1,24,96,819/- 
1,92,07,749/- 
2,42,53,145/- 
2,55,36.694/- 
*3,88,85,366/- 
Subsidiaries. 


1,06,978/- 

I, 03,283/- 
1,96,629/- 
2,49,040/- 
2,57,281/- 
3,30,440/- 

II, 54,618/- 
17,36,402/- 
25,29,206/- 
28,22,091/- 
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sured it an important place m 
the country’s economic and 
financial system. In further¬ 
ance of this goal we shall spare 
no efforts. 

With your permission I 
now move on to the working 
of our other Units. 

Ferofce Tile Works.' The 
; arrangement by which the Tile 
1 Unit of the Ferokc Tile Works 
has been leased out continues 
to function smoothly. The 
Unit at Rajahmundry is being 
transferred to Sudarsan Clay 
Products Limited, a wholly- 
owned subsidiary of your 
Company. Improved perfor¬ 
mance by the Rajahmundry 
Unit has started yielding pro¬ 
fits. The Pipe factory at 
Ferokc, the lease arrangements 
of which, were terminated ear¬ 
lier consequent to labour un¬ 
rest faced by the then lessee, 
is now almost ready for op¬ 
eration. The Share-holders 
will appreciate that the re¬ 
duction in sales and profits 
were due to the continued 
closure of this Unit during the 
year. Efforts are under way 
to lease out this Unit. 

Standard Furniture: The 
Unit was plagued by raw- 
materials scarcity. Soft wood 
and urea formaldehyde resin- 4 
all became scarce; the latter 
because of the abnormal rise 
in the cost of petroleum pro¬ 
ducts. Despite these difficul¬ 
ties Working results have been 
satisfactory. It may please 
be observed that the sales 
have registered notable up¬ 
ward trend with the result the 
profits have also increased 
considerably. Your Directors 
have already taken steps to 
increase the production capa¬ 
city of the Standard Furniture 
at Chalakudy by putting up a 
modern Jet Drier. The 
Government of Kerala has al¬ 
ready been approached to 
sanction increased quantity of 
timber in order to put the 
Plant to full utilisation and to 
provide increased employment 
opportunities. Your Direc¬ 
tors trust that the Govern¬ 
ment would view the matter 
sympathetically and sanction 
the required additional allot¬ 
ment of timber at the earliest 
opportunity. 

Mylampara Estate: Even- 


though production, sates and 
profits have improved, it has 
r become evident that the estate 
needs further infusion of capi¬ 
tal to make it viable. Even 
so, the progress that can be 
achieved will only be marginal 
for the foreseeable future. 
Moreover, the Unit is chroni¬ 
cally beset by labour pro¬ 
blems. The Directors arc 
therefore not in favour of fur- 
there investments and recom¬ 
mend to the Share-holders dis¬ 
posal of this Unit. A Special 
Resolution has been proposed 
for this purpose. 

Subsidiary Companies: 

Sudarsan International Ltd.: 
The Share-holders may per¬ 
haps recall that the Hotel pro¬ 
ject al Madras was envisaged 
with the idea of putting up a 
luxury Hotel with over 200 
double rooms, three restau¬ 
rants, Coffee shop, Bar, Ban¬ 
queting Hall and three Con¬ 
ference Rooms with an im¬ 
posing lobby. According to 
current costing for luxury 
Hotels of Five-Star standards 
the rale per lettable room is 
estimated to be in the region 
ofRs. 2.5 lakhs and as such 
the entire project, for com¬ 
pletion, is budgeted to cost the 
Company over Rupees Five 
Crores. The basic services such 
as transformers, lobbies, air- 
conditioning and electrical eq¬ 
uipments, etc., were initially 
planned to cater to a hold of 
this type. However, your Dir¬ 
ectors thought it advisable to 
have the project in three 
phases. We have been success¬ 
ful in the commissioning of 
Phase I without upsetting the 
schedule much. Phase 11 is 
also progressing satisfactorily. 
P.iase Ul may take about three 
years to complete in the nor¬ 
mal course. Although the 
period covered is of short dura¬ 
tion and the scope of opera¬ 
tions restricted to 35 rooms, 
one Restaurant and the Per¬ 
mit Room, the results obtained 
have been very encouraging 
and augurs well for the future. 

The first Phase of the 
Hotel project was commission¬ 
ed on February 9, 1974. The 
Hotel has already earend a 
name for its comfortability, 
efficiency and cuisine. On com¬ 


pleting its second and third 
Pluses, it is certain to find a 
place among the top Hoteliering 
establishments of the Country. 

Sudarsan Clay Products 
Limited: The Share-holders 
will observe that the Director’s 
Report on the Subsidiary 
covers a period just under a 
year as at 31st March, 
1974. After careful study 
of the working of the 
various Departments of its 
undertaking at Standard Pot¬ 
tery Works, Alwaye, detailed 
negotiations were held with 
the Workers' Union. Effective 
from January, 1974, the entire 
working of the factory has 
been re-organized and efficient 
manning scales have been in¬ 
troduced with the co-opera¬ 
tion of the Workers Unions. 
Plans for utilisation of alterna¬ 
tive fuel in the place of fur¬ 
nace oil and fire-wood for 
firing the Kilns and Boilers 
are also under active considera¬ 
tion. Increase in costs, scar¬ 
city of raw materials, frequent 
power failures, acute fuel 
scarcity and enormous rise in 
wages had to be met. How¬ 
ever, considerable attention 
has been given towards stream¬ 
lining the operation of this 
Subsidiary. Vigorous efforts 
are being made to increase 
production and sales. New 
agreements have been made 
with labour. The Share-hol¬ 
ders may rest assured that 
during the year ahead, this 
Subsidiary will register ap¬ 
preciable progress all round. 


Sudarsan Chits (ttfta) 
Limited: 1 have already ■ dealt 
with the prospects of Chit 
business of your Company. I 
may add that the implements 
tion of very idea of segregating 
chit business from the holding 
company, has had the desired 
results. This has helped to 
stream-line the administrative 
set-up of the Organisation and 
also to reduce the operational 
expanses to a certain extent. 
Needless to say that it is most 
essential for the system to 
function under financial dis¬ 
cipline and model regulations, 
for organised conduct and 
healthy growth. Your Com¬ 
pany fully subscribes to these 
views and had therefore been 
advocating a policy of regulat¬ 
ed growth. 

General: Your Directors 
will be doing their utmost to 
keep the Company firmly on 
the path of steaJy and unin¬ 
terrupted progress. For all its 
achievements in the past year 
as in the years before, a great 
part of the credit should go to 
the Company’s Employees, 
Agents, Staff and Officers. To 
their loyalty and devotion I 
extend my greatfui apprecia¬ 
tion. 

Thank you, 

Mai. Gen. D C. MISRA, 
m.c. (aero.) Chairman. 

Calicut, 

31st January, 1975. 

(This does not purport to 
be the proceedings of the 
Meeting.) 


RECORDS AHD STATISTICS 

A Quarterly Bulletin of “Eastern Economist 
his publication surveys important developments Jin 
each quarter in the various fields of the national 
economy as well as in the world economy, organizes 
its material in a convenient form and illustrates it 
with diagrams, graphs and charts. Its features 
are a business roundup, an analysis of markets and 
an investment supplement. 

The Bulletin averages 64 pages and is priced 
at Rs 5 per copy. The annual subscription is 
Rs 20. 

Inquiries regarding subscription and advertise¬ 
ment may be addressed to : 

The Manager, 

The Eastern Economist Ud M 
Post Box No. 34, Now Oolhl-1 
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Indian Oxygen Limited 


The following Is the Statement of Mr K Hartley. Chairman, 
Indian Oxygen Limited, which has been circulated to the 
shareholders alojig with the Company's Annual Report for 
the year ended 30 September 1974. 


It gives me great pleasure to present 
this statement for the first time since 
I succeeded Mr A K Sen on 1 April 
1974 to the office of Chairman of 
the Company, while continuing to 
be its Managing Director. I have 
been with the Company for many 
years and it is a very great privilege 
to be its first executive Chairman. 
I am keenly consciousof the honour 
shown to me and I shall spare no 
efforts to emulate the high stan¬ 
dards set by my distinguished pre¬ 
decessors in this office. I take this 
opportunity of recording my high 
appreciation of the valuable ser¬ 
vices rendered by Mr A K Sen as 
Chairman of the Company from 
1 December 1971 to 31 Marchl 974. 
The year under review was probably 
the most difficult year for the 
country since its Independence. 
The adverse effects of the shortfall 
in food production was intensified 
by inadequacies of the distribution 
system made worse by hoarding 
and profiteering. Tho widespread 
distress in many parts of the country 
affected by floods and drought has 
been unparalleled in its lucent 
history. There was no slackening 
of the inflationary pressures, even 
though controlling inflation was 
recognised to be the single most 
important task facing the country. 
The wholesale price index at the 
end of the year was about 30 per 
cent higher than it was at the end 
of last year. The shortfall in produc¬ 
tion—both in the agricultural and 
the industrial sectors-left unsatis¬ 
fied demands which offered scope 
for the play of vast sums of unac¬ 
counted money in the economy. 
The full impact of the package of 
anti-inflationary measures intro¬ 
duced by the Government since 


July 1974 is yet to be fully assessed 
although the trends during the last 
few weeks suggest that there is at 
long last some slackening in the 
inflationary pressures. 

Industrial production during the 
year was extremely disappointing 
despite the unproved performance 
of some of the public sector under¬ 
takings as aLu the Government's 
recent emphasis on full utilisation 
of installed capacities. Severe 
shortages of power and certain 
critical raw rnaieiijls, the impact of 
the world oil crisis, transport 
bottlenecks, credit constraints and 
industrial umest were the main 
contributory factors. With agricul¬ 
tural production also registering a 
downward trend, tho economy os 
a whole showed ah the features of 
a severe crisis. In this otherwise 
gloomy ouiIouk, the only silver 
lining was the increase m the 
country’s exports. 

On the political front, developments 
in Gujarat and Bihar posed a threat 
to the stability that had emerged 
after the last elections. Intra-party 
nvi'ilpes within the ruling party, 
particularly at the State level, also 
weakened the administration add¬ 
ing to the difficulties faced by 
industryand commerce. Fortunately, 
at the Central level there has been 
greater cohesion and a sense of 
direction. 

The performance of the Company 
during the year under review has 
to be considered against this 
background. 

SALES * 

The Company's turnover for the 
yeai at Rs 32.67 erores exceeded the 
previous year's turnover by 26.3%. 
Vofumetricalty. safes of gas welding 
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,and electric welding equipment 
and consumables registered some 
advance, but sales of industrial 
gases and a few other products 
were generally lower than during 
the previous year, mainly due to 
shortages of certain vital inputs and 
a number of other constraints. 

The acute shortage of power in 
many parts of the country was the 
most important single factor inhibit* 
ing production at the Company's 
industrial gases, electrode and 
equipment factories. A shortage of 
steel affected the production of 
electrodes during the earlier part of 
the year and that of calcium carbide 
intermittently affected the produc¬ 
tion of dissolved acetylene, except 
during the last quarter Manufac¬ 
turing activities of many of the 
Company's customers suffered 
set-backs due to the shortages of 
power and industrial raw materials 
thereby lowering their consumption 
of the Company's products. Political 
unrest and agitation in some parts 
of the country also affected indus¬ 
trial activity. Thu sales turnover 
from the plant manufacturing 
activity more than doubled durinp 
the year: it would have been still 
higher if we had been able to 
obtain more high pressure air com¬ 
pressors, which currently have to 
be imported and which are an 
integral part of air separation plants. 
These compressors were to be 
manufactured in India by a public 
sector company and according to 
the original plans there should not 
have been any cause for anxiety 
about their availability. Unfortun¬ 
ately, it is difficult to foresee 
even now when the indigenously 
manufactured high pressure air 
compressors wilt be available : it is 
hoped that the company concerned 
will take urgent steps to implement 
the project so that other under¬ 
takings are not prevented, for want 
of air compressors, from utilising 
fully their installed manufacturing 
capacities. 

Export sales recorded a more than 
three-fold increase over the pre¬ 
vious year. This has enabled us 
to obtain recognition from the 
Government as an Export House 
for engineering goods and chemical 
and allied products. The Company's 
own products remained the major 
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source of export revenue, although 
there was some improvement in the 
export of other products as well. 4 

PROFIT. TAXATION AND ' 

DIVIDEND 

The profit for the year, after provid¬ 
ing depreciation of Rs 89,42,000 
(previous year Rs 87,93,000) 
amounted to Rs 2,96,71,300 as' 
against Rs 2,75,08,241 last year, 
A sharp increase in operating costs 
due to the severe inflationary 
pressures in the economy and rise 
in interest charges affected the 
Company's profits during the year. 
The profit increase, therefore, was 
not.in line with the sales advance. 
Tax provision for the year amounted 
to Rs 1,67,00,000 (previous year 
Rs 1,83,00,000) leaving a net 
profit of Rs 1,29,71,300 as against 
Rs 92,08,241 last year. After trans¬ 
ferring Rs 13,00,000 (previous year 
Rs8,G0,000)to Development Rebate 
iReserve and bringing back from 
this count Rs 5,00,000 (previous 
year Rsl 0,00,000) now released,the 
amount available for appropriation 
was Rs 1,21,71,300 which has 
been transferred to Guneral Reserve 
(previous year Rs 94,08,241). 

Your directors have decided to 
recommend payment of dividend 
out of General Reserve at the rate 
of 6%, subject to deduction of tax. 
This dividend is within the limit of 
“distributable prafit"oltheCompany 
for the year er-ded 30 September 
1974 as defined in the Companies 
(Temporary Fiestrictions on Divi¬ 
dends) Act, 1974. For determining 
the “distributable profit” the actual 
tax estimated to be payable under 
the Income Tax Act 1961 has been 
taken into consideration. 

FINANCE 

A further amount of Rs 4,68,234 
was repaid to the British Oxygen 
Company Limited (BOC) against 
the loan granted by them leaving a 
balance of Rs 23,41,169 at the end 
of the year. 

The overdraft facilities which were 
enhanced to Rs 300 lakhs on a 
consortium basis from Punjab 
National Bank, The Chartered Bank 
and National Er Grind lays Bank Ltd 
in 1972 were almost fully utilised 
during the year to meet the addi¬ 
tional requirements of working 


capital due to the steep Hat In 
prices of materlala end other costa 
end Increased activities particularly 
in plant manufacture. -—' 

DEVELOPMENT AND t , 

EXPANSION 

In his Statement last year, Mr A K 
Sen referred to the Company's 
collaboration agreement with Cryo- 
plants Limited, London, for acquiring 
technical know-how for the manu¬ 
facture of low pressure tonnage 
air separation plants and nitrogen 
generators. The Company's appli¬ 
cation for approval of this agreement 
is still under the consideration of the 
Government; 1 sincerely hope that 
the Government will not delay fur¬ 
ther and will give a decision shortly. 

The Government approved during 
the year the Company's technical 
collaboration agreement with 
Saccab SPA, Milan, for the manu¬ 
facture in India of oxygen tents. 
The approval is subject to an export 
obligation for a period of five 
years-a condition that we have 
accepted. These products should 
be available to the market during 
the last quarter of 1975. 

It has been our endeavour for some 
time to manufacture within the 
limitations of our existing industrial 
licence capacities new products of 
sophisticated technology. During 
the year under review we were able 
to achieve some measure of success 
and we introduced the Cheetah 
cutting machine, MIG 400 semi¬ 
automatic welding set and Cobalarc 
electrodes. The Cheetah is a low 
cost portable straight line cutting 
machine with a circle cutting 
attachment and incorporates for the 
first time in India a solid state 
control device: it has been well 
received in fabrication workshops. 
The MIG 400 is a semi-automatic 
metal inert gas welding set which 
can also be used for stainless steel 
and aluminium welding: this set 
should prove to be of immense 
value in large fabrication works. 
Cobalarc electrodes, manufactured 
under a technical collaboration 
agreement with Murex Pty Ltd of 
Australia, are used for hardfacing of 
machine parts and for re-condition¬ 
ing of machines, thereby prolonging 
their effective life, this will defer 
replacements of. machines and 


• machine parts: the «ee of these 
•tectrMw wlH thus Cemtrlbuto also 
towards saving of the country’s 1 
x foreign exchange resources so far 
as Imported machines and machine 
parts are concerned. - . - - 
In his Statement last year, Mr A K 
Sen mentioned that certain projects 
for diversification and development 
of the Company's activities were 
under detailed study. This study 
was completed in close collabora¬ 
tion with specialists from BOC and 
in June 1974 we submitted an 
industrial licence application which 
Is now under the Government's 
consideration. The project, to be 
located in a notified backward area, 
is quite unconnected with the 
current range of the Company's 
manufacture, involves the use of 
sophisticated technology, is heavily 
export-oriented and offers substan¬ 
tial additional employment oppor¬ 
tunities. Its implementation will 
bring about a considerable dilution 
in the foreign equity holding in the 
Company. The project fulfils all the 
major policy requirements of the 
Government for growth of foreign- 
controlled companies and we hope 
that it will be approved by the 
Government at an early date. I 
should like to add that the capital 
outlay for the project will be large; 
its success will depend on the 
satisfactory response to the sub¬ 
stantial fresh issue of equity shares 
and timely availability of loan 
finance. The details of these 
arrangements cannot obviously be 
determined until after the Govern¬ 
ment approval of the project is 
received : these are under our 
consideration and I would like to 
assure all shareholders that their 
interests will be kept fully in view 
in these matters. 

The Company's recognition as an 
Export House, referred to earlier, 
opens up new opportunities and 
we are indeed fortunate that we 
can rely on the support of the 
world-wide BOC Group in our 
export activities. 

MANAGEMENT AND. 

PERSONNEL 

Industrial relations fn the Company 
remained generally satisfactory 
throughout the year, in March1974,/ 
a settlement was signed with Jhe 
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recognised Federation of the em- 
ployees' unions : in addition to 
revising pay scales for the non* 
management staff, the settlement 
spelt out - for the first time-the 
respective rights and responsibilities 
of the management and the trade 
unions and laid down the principles 
governing their relationship. A 
settlement was also signed with the 
Federation in the same month 
regarding payment of bonus for the 
year 1972/73. Similar settlements 
were subsequently signed at some 
of the units with the recognised 
unions which were not represented 
by the Federation. Following the^a 
settlements there were signs at 
several units of encouraging co¬ 
operation of employees and their 
representatives in implementing 
measures calculated to improve the 
Company's operations. However, 
much ground remains to be covered 
and I look forward to greater parti¬ 
cipation by the employees and their 
representatives in our efforts to 
increase production, improve pro¬ 
ductivity and bring about a harmo¬ 
nious working relationship which 
will enable the Company to exploit 
fully its varied resources in the 
interest of the country's industrial 
growth. 

The management development plan 
has recently been reviewed in the 
light of out experience since its 
introduction in 1967 to make it 
more effective for the Company's 
requirements Before giving effect 
to the revised plan it was widely 
discussed with the management 


staff‘at seminars held at several 
locations - the enthusiasmgener^ted 
at these seminars augurs well for 
the success of the revised plan 
which seeks to develop managers 
at all levels of the Company to cope 
with the ever-increasing responsi¬ 
bilities being placed on them. 

I would like to take this opportunity 
to commend and thank all those 
employees, management and non¬ 
management, whose sincere efforts 
enabled the Company to carry on 
satisfactorily its activities during the 
year, often in difficult conditions. 
Mr A K Mukerji. wholetime director, 
retired on 1 April 1974 after a long 
period of service. I would like to 
record our appreciation of his con¬ 
tributions to the Company which 
were valuable in many ways. 

PROSPECTS 

In his Statement last year, Mr A K 
Sen referred to the impact of the 
Foreign Exchange Regulation Act, 
1973 on the Company and others 
similarly situated, in which non¬ 
resident interest ts more than forty 
per cent.Our applications for the va¬ 
rious approvals necessary under the 
Act have been submitted to The 
Reserve Bank of India. The Com¬ 
pany fulfils the criteria laid down 
by the Government of India in the 
guidelinesfor administering Section 
29 of the Act and it is hoped that 
the Company's activities will not be 
subjected to fresh constraints. 

As already stated, certain shortages 
hindered the Company's production 
and caused a slackening of the 


customer demand during the year 
under review. If the Company's 
operations arenot similarly impeded 
and them is no set-back in the 
customer demand, the prospects in 
the immediate future are satisfac¬ 
tory. The long term outlook depends 
upon the Government s response 
to our diversification project: if the 
Company is allowed to implement 
it, our contribution to the country's 
industrial growth will be commen¬ 
surate with our resources, strength¬ 
ened by our links with a large inter¬ 
national group possessing advan¬ 
ced technologies in various fields. 

My assessment of the Company's 
future prospects is based on the 
assumption that the country will 
overcome its current economic 
difficulties and that the curve of 
industrial growth which has tended 
to flatten out in recent years will 
again begin to move upward. I also 
hope that in the political sphere 
timely corrective measures will be 
taken to ensure that the factors 
that are impairing administrative 
efficiency are removed and to 
restore throughout the country a 
climate conducive to rapid econo¬ 
mic development. ' 


K HARTLEY 
28 November 1974 CHAIRMAN 


Note: This docs not purport to be 9 
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08 Facility 

The Interim Committee of 
the Board of Governors of the 
Fund held its second meeting * 
on January 15-16 in Washing-^ 
ton and decided to continue"j 
the Fund’s oil facility for 1975 
and enlarge it to more than i 
SDR 5 billion to help members’; 
alleviate their present very 
large balance of payments dis-’ 
equilibria. The Committee" 
agreed on a major increase in v 
the Fund’s resources through 
an increase in members’ 
quotas, and provided guidance 
for the Executive Directors 
to assist them in drafting 
amendments of the Articles of 
Agreement that are being con¬ 
sidered as part of the reform 
of the international monetary 
system. Among the amend¬ 
ments, progress was made in 
establishing new understand¬ 
ings about official transac¬ 
tions in gold, including the 
abolition of the official price 
and ending the requirement 
that members pay a portion of 
their quotas in gold. 

At the conclusion of the 
meeting, a communique was 
issued and Chairman John N. 
Turner, Minister of Finance 
of Canada, and Managing 
Director H. Johannes Witteveen 
conducted a briefing for the 
press. 

The Executive Directors of 
the Fund can now carry out 
the extension and enlarge¬ 
ment of the oil facility, as 
well as the establishment of a 
special account approved by the 
Interim Committee to be finan¬ 
ced from contributions of mem¬ 
bers to assist the most seriously 
affected nations with the inte¬ 
rest payments on their oil 


facility drawings. The quota 
increase and the amendments 
of the Articles of Agreement, 
however, need farther work by 
the Executive Board. Re¬ 
commendations on these two 
subjects might be examined by 
the Interim Committee at its 
third meeting, to be held in 
Paris in early June, but the 
proposals will require the 
approval of the Board of Go¬ 
vernors, either by mail ballot or 
at the next Annual Meeting, in 
Washington September 1-5, 
1975. Finally, legislative rati¬ 
fication will be required in 
many member countries be¬ 
fore either quota increases or 
amendments can take effect. 

OECD “Safety Net” 

In a separate action that was 
related to the decisions of the 
Interim Committee, ministers 
and central bank governors of 
the Group of 10 industrial 
countries that participate in the 
Fund’s General Arrangements 
to Borrow (GAB) agreed that 
a “solidarity fund, a new finan¬ 
cial support arrangement” open 
to the 24 members of the Orga¬ 
nization for Economic Coope¬ 
ration and Development 
(OECD) should be established 
as soon as possible for 
a two-year period. This “sa¬ 
fety net, to be used as a last 
resort” is to be established on 
the basis of quotas totalling 
approximately $25 billion. The 
negotiators recommended the 
establishment of an ad hoc 
OECD Working Group to 
prepare a draft agreement with 
a view to submitting it to the 
OECD Council for approval by 
the end of February 1975, in 
time for the proposed con¬ 
ference in March of oil 
consuming and oil exporting 
countries. 

The ministers and governors 


of the Grdup of 10 reached their 
agreement in sessions on Ja¬ 
nuary 14 and 16 conducted 
by their chairman, Masayoshi 
Ohira, Finance Minister of 
Japan; a communique issued 
following the second session 
was discussed at a press brie¬ 
fing by Mr. Ohira. 

In the press briefing on the 
Interim Committee’s work, 
Mr. Turner said the decisions 
would “reinforce business con¬ 
fidence around the world, and 
reinforce the confidence of 
governments.” The most en¬ 
couraging thing to him was the 
“evidence of cooperation 
among the nations of the world 
to deal on a joint basis with a 
difficult global economic situ¬ 
ation.” Together, the deci¬ 
sions of the new Interim Com¬ 
mittee, whose 20 members are 
chosen from the entire member 
ship of 126 countries in the 
Fund, and of the Group of 10, 
represent “sigificant progress 
in assuring world economic sta¬ 
bility,” Mr. Turner said. 

Development Committee 

The special concerns of de¬ 
veloping countries were con¬ 
sidered by the Development 
Committee, the joint ministerial 
committee of the Governors of 
the World Bank and the Fund, 
which held its second meeting 
on January 17 under the chair¬ 
manship of Henri Konan 
Medic, Minister of Finance and 
Economy of the Ivory Coast. 
Its conclusions were described 
in a communique and dis¬ 
cussed in a press briefing by 
Mr. Konan Bedie and the 
Executive Secretary, Henry J. 
Costanzo. The Development 
Committee welcomed the In¬ 
terim Committee’s action fa¬ 
vouring the creation of a special 
account in the Fund to help 
the most seriously affected na¬ 
tions with interest payments on 
oil facility drawings, and asked 
the Executive Directors of the 
World Bank and the Fund to 
consider the desirability of 
creating a special trust fund to 
provide additional highly con¬ 
cessional resources to help these 
countries deal with the prob¬ 
lems foreseen in the period 
immediately ahead. 

Earlier in the week, the mi¬ 
nisters of the Group of 24 de¬ 
veloping countries met for 
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two days, and issued a commu¬ 
nique at the conclusion of 
their session on January 16, 
which was discussed in a press 
briefing by the chairman, N.M. 
Perera, Minister of Finance 
of Sri Lanka. 

Interim Committee Actions 

The issues before the In¬ 
terim Committee were a com¬ 
plex mixture of short-term and 
longer-term questions, requiring 
inter-related solutions. In its 
inaugural meeting October 3, 
1974, the Interim Committee 
had asked the Executive Direc¬ 
tors, as a matter of urgency, to 
consider the adequacy of exist¬ 
ing private and official ar¬ 
rangements for recycling pay¬ 
ments or oil, and also singled 
out for discussion, on apriority 
basis, the adjustment process, 
quotas in the Fund, and amend¬ 
ments of the Fund’s Articles 
of Agreement. This program 
of work established the Execu¬ 
tive Board’s priorities for the 
period since the Annual Meet¬ 
ing, and set the framework for 
the Interim Committee’s dis¬ 
cussions. Among its conclu¬ 
sions on January 15-16, the 
Interim Committee decided 
that: 

•the Fund’s oil facility will 
be continued for 1975 and en¬ 
larged to SDR 5 billion, plus 
any amount unused from the 

1974 oil facility of SDR 3 
billion when drawing under it 
have been completed. Mem¬ 
bers had used about SDR 1.8 
billion under the 1974 oil faci¬ 
lity through January 15, 

1975 (Press Release No. 75/1) : 
but the Fund will receive re¬ 
quests for purchases under ii j 
until February 28, 1975. Opera- j 
tion of the oil facility will be | 
kept under constant review 
for any farther action that 
might be necessary, 

•a special account should be 
established, as suggested by the 
Managing Director, with ap¬ 
propriate contributions from 
oil exporting and industrial 
countries, and possibly by 
others capable of making them. 
The special account will be used 
to reduce the burden of inte¬ 
rest payments on oil facility 
drawings for the most seriously 
affected countries. 

•the size of the Fund should 
be increased by 32,5 per cent 

ITORUAKY 7#-4fH j 


EASTERN ECONOMIST 


through cut increase in, mem¬ 
bers' quotas to SDR 39 bil¬ 
lion, and the quotes of the 
mejor oil exporting countries 
as a group should be doubled, 
while the share of otherd evelo- 
ping countries, taken together, 
should not be reduced. These 
recommendations would be 
carried out in the Sixth General 
Review of Quotas, which is 
now under way in the Execu¬ 
tive Board. The Executive 
Board began the review in 
April in accordance with the 
requirement of the Articles of 
Agreement that one be con¬ 
ducted no less frequently than 
every five years. The Interim 
Committee called for the next 
review within three years. 

the Executive Board should 
continue with its work on 
amendments of the Articles 
of Agreement and submit its 
drafts to the Interim Commi¬ 
ttee as soon as possible. Among 
the subjects listed to be covered 
were the transformation of the 
advisory Interim Committee 
into a permanent decision¬ 
making Council, improvements 
in the Fund’s general Account, 
and .in the characteristics of the 
SDR, future arrangements for 
gold, and other amendments 
; designed to achieve progress 
: toward the reformed monetary 
' system envisioned in the Out- 
! line of Reform prepared by the 
i Committee of 20. 

New Mechanisms to Assure 
World Economic Stability 


(Press Communique of the 
Interim Committee of the Board 
of Governors on the Interaa- 
tional Monetary System) 


1. The Interim Committee of 
the International Monetary 
Fund held its second meeting 
in Washington, D.C. on Janu¬ 
ary 15 and 16, 1975, Mr. John 
N. Turner, Minister of Finance 
of Canada, was in the chair. 
Mr. EL Johannes Witteveen, 
Managing Director of the 
International Monetary Fund, 
participated in the meeting. 
The following observers atten¬ 
ded. dining the Committee’s dis¬ 
cussions of the matters re¬ 
ferred to in paragraphs 2, 3, 
and 4 Bfekw; Mr. Henri Konan 
Bedih,' Chairman, Bank/Fund 


Development Committee; Mr. 
Gamani Corea, Secretary. 
General, UNCTAD (United 
Nations Conference on Trade 
and Development); Mr. 
Wilhelm Haferkamp, Vice- 
President, EC (European Com¬ 
munity) Commission; Mr. 
Mahjoob A. Hassanain, Chief, 
Economics Department, 
OPEC (Organization of Pet¬ 
roleum Exporting Countries); 
Mr. Rene Larre, General Ma¬ 
nager, BIS (Bank for Inter¬ 
national Settlements); Mr. 
Emile van Lennep, Secretary- 
General, OECD (Organization 
for Economic Cooperation and 
Development); Mr. Olivier 
Long, Director General, GATT 
(General Agreement on Tariffs 
and Trade); Mr. Robert S. 
McNamara, President, World 
Bank. 

2. The Committee discussed 
the world economic outlook 
and against this background the 
international adjustment pro¬ 
cess. Great concern was ex¬ 
pressed about the depth and 
duration of the present reces¬ 
sionary conditions. It was 
urged that anti-recessionary 
policies should be pursued 
whilecontinuing to combat in¬ 
flation, particularly by count¬ 
ries in a relatively strong balan¬ 
ce of payments position, 't 
was observed that very large 
disequilibria persist not only 
between major oil exporting 
countries as a group and all 
other countries, but also among 
countries in the latter group, 
particularly between industrial 
and primary producing count¬ 
ries. Anxiety was also voiced 
that adequate financing might 
not become available to cover 
the very large aggregate current 
account deficits, of the order of 
US$30 billion, in prospect for 
the developing countries other 
than major oil exporters in 
1975. 

3. The Committee agreed 
that the oil facility should be 
continued for 1975 on an en¬ 
larged basis. They urged the 
Managing Director to under¬ 
take as soon as possible dis¬ 
cussions with major oil export¬ 
ing members of the Fund, and 
wnh other members in strong 
reserve and payments positions, 
on loans by them for the pur¬ 
pose of financing the facility. 


T*he Committee agreed on a 
figure of SDR 5 billion as the 
total of loans to be sought for 
this purpose. It was also 
agreed that any unused portion 
or the bans negotiated in 1974 
should be available in 1975. 
The Committee agreed that in 
view of the uncertainties in¬ 
herent in present -world eco¬ 
nomic conditions, it was neces¬ 
sary to keep the operation of 
the oil facility under constant 
review so as to be able to take 
whatever further action might 
be necessary in the best inte¬ 
rests of the international com¬ 
munity. It was also under¬ 
stood that during the coming 
months it would be useful to 
review the policies, practices, 
and resources of the Fund since 
it would be appropriate to 
make increased use of the 
Fund’s ordinary holdings of 
currency to meet the needs of 
members that were encounter¬ 
ing difficulties. 

4. The Committee empha¬ 
sized the need for decisive 
action to help the most seri¬ 
ously affected developing 
countries. In connection with 
the oil facility, the Commi¬ 
ttee fully endorsed the re¬ 
commendation of the Manag¬ 
ing Director that a Special 
Account should be estab¬ 
lished with appropriate contri¬ 
butions by oil exporting and 
industrial countries, and possi¬ 
bly by other members ca¬ 
pable of contributing, and that 


tbe Fund should administer 
this account in order to seduce 
for the most seriously affected 
members the burden of interest 



5. The Committee consi¬ 
dered questions relating to 
the sixth general review of the 
quotas of members, which is 
now under way, and agreed, 
subject to satisfactory amend¬ 
ment of the Articles, that 
the totat of present quotas 
should be increased by 32.5 
per cent and rounded up to 
SDR 39 billion. It was under¬ 
stood that the period for the 
next general review of quotas 
would be reduced from ; five 
years to three years. The Com¬ 
mittee also agreed that the 
quotas of the major oil ex¬ 
porters should be substantially 
increased by doubling their 
share as a group in the en¬ 
larged Fund, and that the col¬ 
lective share of all other de¬ 
veloping countries should not 
be allowed to fall below its 
present level. There was a 
consensus that because an,im¬ 
portant purpose of increases in 
quotas was strengthening the 
Fund's liquidity/ arrange¬ 
ments should be made under 
which all the Fund's holdings 
of currency would be usable 
in accordance with its policies. 
The Committee invited tbe 
Executive Directors to exa¬ 
mine quotas on the basis of 
the foregoing understandings, 


Oil Facility Purchases 


Four member countries of the Fund have made purchases 
under the Fund’s oil facility totalling the equivalent of SDR 
80.829 million in the period 1 to 15 January 1975. The 
countries and the amounts, expressed in SDRs, of their 
purchases are: 


Greece SDR 56,930(000 

Malagasy Republic 7,780,000 

Senegal 15,525,000 

Sierra Leone 594,000 

indrihg the latest transactions, purchases under the 

oil facility, since it was established on June 13,1974, have 

been made by 34 member countries in amounts totalling the 
eqnivalent of SDR 1,796.647 million. 


Three of the coutries listed above have previously made 
purchases under die Fund’s oil facility, Including the latest 
transactions, tbe purchases of Greece total SDR 93.15 million, 
of Malagasy Republic SDR 11.23 million, and of Sierra 
Leone SDR 4.914 million. 
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and to make specific recom¬ 
mendations as promptly* $$ 
possible on increases in the 
quotas of individual member 
countries. 

6.1. The Committee con¬ 
sidered the question of amend¬ 
ment of the Articles of Agree¬ 
ment of the Fund. It was 
agreed tint the Executive Di¬ 
rectors should be asked to con- 
tinue their work on this sub¬ 
ject and, as soon as possible, 
submit for consideration by the 
Committee draft amendments 
on the following subjects: 

(a) The transformation of 
the Interim Committee into a 
permanent Council ut an 
appropriate time, in which 
each member would be able to 
cast the votes of the countries 
in his constituency separately. 
The Council would have deci¬ 
sion-making authority under 
powers delegated to u by the 
Board of G wernors. 

(b) Improvements in the 
General Account, which 
would include (i) elimination 
of the obligition of member 
countries to use gold to 
make such payments to the 
Fund as quota subscriptions 
and repurchases and the deter¬ 
mination of the media of pay¬ 
ment, which the Executive Di¬ 
rectors would study, and (ii) 
arrangements to ensure that 
the Fund’s holdings of all cur¬ 
rencies Would be usable in its 
operations under satisfactory 
safeguards for all members. 

(c) Improvements in the 
characteristics of the SDR de¬ 
signed to proimic the objec¬ 
tive of making it the principal 
reserve asset of t lie interna¬ 
tional monetary system. 

(d) Provision for stable but 
adjustable par values and the 
flouting of currencies in pati- 
cular situations, subject to 
appropriate rules and surveil¬ 
lance of the Fund, in accor¬ 
dance w.th th: Outline of Re¬ 
form. 

II. The Committee also dis¬ 
cussed a possible amendment 
that would establish a link 
between allocations of SDRs 
^'and development finance, but 


there continues to t>e"a diver¬ 
sity of views on this matter. 
It was agreed to keep the mai¬ 
ler under active study, but at 
the same time to consider other 
ways for increasing the transfer 
of real resources to developing 
countries, 

7. The Committee also ag¬ 
reed that the Executive Direc¬ 
tors should be asked to con¬ 
sider possible improvements in 
the Fund's facilities on the 
compensatory financing of ex¬ 
port flucluations and the stabi¬ 
lization of prices of primary 
products and to study the 
possibility of an amendment 
of the Articles of Agreement 
that would permit the Fund to 
provide assistance directly to 
international buffer stocks of 
primary pioducls. 

8. There was an intensive 
discussion of future arrange¬ 
ments for gold. The Com¬ 
mittee reaffirmed that steps 
should be taken as soon as 
possible to give the special 
drawing right the central place 
in the international monetary 
system. It was generally ag¬ 
reed that the official price for 
gold should be abolished and 
obligatory payments of gold 
by member countries to the 
Fund should be eliminated. 
Much progress was made in 
moving toward a complete set 
of agreed amendments on gold, 
including the abolition of the 
official price and freedom for 
national monetary authorities 
to enter into gold transactions 
under certain specific arrange¬ 
ments, outside the Articles 
of ihc Fund, entered into bet¬ 
ween national monetaiy autho¬ 
rities in order to ensure that 
the iole of gold in the inter¬ 
national monetary system 
would be gradually reduced, 
It is expected that after fur¬ 
ther study by the Executive 
Directors/ in which the inte¬ 
rests of all member countries 
would be taken into account, 
full agreement can be reached 
in the near future vSo that it 
would be possible to combine 
these amendments with the 
package of amendments as 
described in paragraphs 6 and 
7 above. 

9. The Committee agreed to 


meet again it\ the early part of 
June 1975 in Paris, France. 

Bolster World Business 
Confidence 

Following are excerpts from 
an introductory statement by 
John N. Turner, Minister of 
Finance of Canada, at a press 
conference on January 16 at 
Fund headquarters conducted 
by him and Managing Director 
H. Johannes Wittcveen. 

1 think that what happened 
today, both in the Interna¬ 
tional Monetary Fund Interim 
Commitle and in the Group 
of 10, represents significant 
progress m assuring world 
economic stability, iwo new 
facilities, or financial mechani¬ 
sms, were established to deal 
with the pressures caused by 
imbalance of payments in 
massive amounts provoked by 
the rise in oil prices over the 
last 18 months. 

There is, of course, the sa¬ 
fety net, or solidarity fund, 
...a potential fund of $25 bil¬ 
lion, and which must be un¬ 
dertaken in its borrowing and 
contributing side among the 
industrial nations of the world. 
And now out of the Inter¬ 
national Monetary Fund 
the Interim Committee his 
authorized an extension into 
1975 of u new oil facility in 
the amount of 5 billion special 
drawing rights, or approxi¬ 
mately 6.4 billion dollars at 
today's rate. 

The Communique sets out 
the details. 

I think that this action by 
the body representing 126 na¬ 
tions will reinforce business 
confidence around the world, 
and reinforce the confidence of 
governments. The most en¬ 
couraging thing, as far as I am 
concerned, is that it was evi¬ 
dence of cooperation among 
the nations of the world to 
deal on a joint basis with a 
difficult global economic situ¬ 
ation, The risks were there, 
and I think the risks have been 
minimized considerably as a 
result of today's action. And 
we have also minimized the 
temptation of unilateral na¬ 
tional action on the part of 
countries that might otherwise 
have wanted to protect their 


own balance of payment^ situ¬ 
ation, or to compensate for 
their own deficit position, by 
artificial devaluations or trade 
restrictions, or monetary rest¬ 
rictions. So I am very en¬ 
couraged by what happened 
today,.. 

The purpose of this Interim 
Committee, which eventually 
I hope will become the perma¬ 
nent Council of the Interna¬ 
tional Monetary Fund, is to 
add political direction on be¬ 
half of tlie nations of the world 
to this international institution. 

Need For More Emphasis 

on Antirecession Policies 

Following are cxccrpis from 
introductory remarks of Mr. 
Wittcveen at the press con¬ 
ference conducted by him and 
Chairman Turner following the 
January 16 session of the In¬ 
terim Committee: 

Lei me s\arl by saying that I 
also am very nuvh encouraged 
by the positive results of this 
important meeting. The world 
faces a difficult situation, and 
we need cooperation among 
our member countries and 
effective action to overcome 
these difficulties. And I am 
convinced that the decisions 
that have been taken today 
under your effective leadership, 
Mr. Chairman, will contribute 
very much to overcome these 
difficulties. 

If i may follow the different 
points in the Communique, 
giving some brief explanation: | 

We have a discussion of the 
world economic situation on 
the basis of a very detailed and 
penetrating report by the staff 
of the Fund on the World 
Economic Outlook that was 
discussed previously in the 
Executive Board. On the basis 
of that detailed report, analy¬ 
zing the whole situation and the 
discussion in the Board, I 
prepared a short paper for the 
Ministers; and that paper 
the basis for some conclusions 
that you find here in the Com¬ 
munique. 

There was general support 
for the conclusion in this report 
that in the present situation 
there should be more emphasis 
on antirecessionary policies in 
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general; At the same time, the 
analyses in the Fond report 
makes it very clear that there 
continue to oe very large im¬ 
balances in international pay¬ 
ments not only between the 
group of the oil exporting 
cottatries and oil consuming 
countries, but .. between diffe¬ 
rent industrial countries and 
developing countries, and 
(also) the more developed pri¬ 
mary-producing countries. 
This, of . course, mutt 
have its influence in the way 
in which policies to combat 
recession and inflation are 
pursued. 

It is clear that countries in a 
relatively sirong balance of 
payments position can, and, in 
the present situation, should go 
further in anti-recession poli¬ 
cies ; while countries in a weaker 
situation should put more em¬ 
phasis on measures that could 
shift resources from internal 
use to exports. 

That is the general approach 


. to the situation and the current 
problems of economic policy. 

Apart from that, the Com¬ 
mitted was struck hy the in¬ 
creasing current account de¬ 
ficit* of the developing count¬ 
ries as a group, which tire, of, 
course, phrtlya consequence of 
the tecessioaary tendencies in 
industrial countries. We ex¬ 
pect the current account defi¬ 
cit for the developing Countries 
as a whole —apart, of course, 
from the oil producing count¬ 
ries — to be about 430 billion, 
which is, of course, an enor¬ 
mous amount. Last year, it 
was something like $22423 bil¬ 
lion, which was already a very 
serious problem. So, there was 
concern in the Committee on 
the possibilities of financing 
this; and concern for the de¬ 
veloping countries has come 
up in connection with other 
different items on our agenda. 

In the first place, one of the 
most important issues then 


was of course, the role of the 
Fund in the recycling of sur¬ 
pluses of oil-producing count¬ 
ries to oil consuming count- 
■ tries. Bene, a decision was taken 
afc> support the proposals that 
have been worked opt in the 
ExacUttiveBoardto continue the 
fdil facility in this year with 
-swop adjustments in the for* 
mutd, which determines access 
of individual countries to the 
facility; adjustments which, in 
genera), reduce somewhat the 
weight in the formula of addi¬ 
tional costs of oil imports, and 
which increase tire weight of 
quota of different countries. 
So that is a first move away 
from the concept of the oil defi¬ 
cit to the normal criterion for 
Fund transactions... 

We decided that we will 
arrange borrowings from oil 
producing countries, and from 
other surplus countries who 
are in a position to help in 
financing this facility. We ag¬ 
reed to arrange for borrow¬ 


ings to the amount of SDR 5 
billion. We also agreed that 
the amount that will probably 
be left over from the borrow¬ 
ings of the year can also be 
:< used to finance the ccttinua- 
tion of the oil facility; that is, 
the amount left over from last 
year can be used also in this 
year. 

As you know, we made bor¬ 
rowing arrangements last year 
for a little more than SDR 3 
billion, about $3.6 billion. Of 
that amount we have now used 
approximately SDR 2 billion. 
So that somewhat more than 
SDR 1 billion is still left. But 
I have to add that we still ex¬ 
pect a number of requests by 
different member countries to 
draw on the facility for 1974 in 
connection with their oil de¬ 
ficits of last year. 

So we will not have SDR 1 
billion left over. It is very 
difficult to say exactly how 
much will be left. It may go 


Communique of the Ministerial 
Meetings of the Group 10 

1. The Ministers and Central Bank 
Governors of the ten countries partici¬ 
pating in the General Arrangements to 
Borrow met in Washington on the 14th 
and 16th of January, 1975, under the 
Chairmanship of Mr. Masayoshi Ohira, 
Minister of Finance of Japan. 

The Managing Director of the Inter¬ 
national Monetary Fund, Mr. H.J. 
Witteveen, took part in the meetings, 
which were also attended by the 
President of the Swiss National) Bank, 
Mr. F. Leutwller, the Secretary-General 
of the Organisation for Economic 
Cooperation and Development (OECD), 
Mr. E. van Lennep, the General Mana¬ 
ger of the Bank for International 
Settlements, Mr. R. Larre, and the 
the Vice-President of the Commission of 
European Economic Community, Mr. 
W. Haferkamp. 

2. After bearing a report from the 
Chairman of their Deputies, Mr. Rinaldo 
Ossok, ■ the. Ministers and Doveraors 1 
agreed that a solidarity ftrnd, a aew fin¬ 
ancial aupport a rr a ngement, open a* nil 
members of the OECD, tbHdtt feeettab- 
lished at the earliest possible date, for a 
'period of two yean. Each paticipant 
will have a quota which will serve to 
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rights and its relative weight for voting 
purposes. The distribution of quotas 
will be based mainly on GNP and 
foreign trade. The total of all patici- 
pants' quotas wilt be approximately $ 25 
billion. 

3. The aim of this arrangement is to 
support the determination of partici¬ 
pating countries to pursue appropriate 
domestic and international economic 
policies, including cooperative policies 
to encourage the increased production 
mid conservation of energy. It was 
agreed that this arrangement will fee a 
safety net, to be used as n last resort. 
Participants requesting loans under the 
new arrangement will be required to show 
that they are encountering serious ba¬ 
lance of payments difficulties and are 
making the fullest appropriate use of 
their own reserves and of resources avail¬ 
able to them through other channels. 
Ail loans made through thin ar ra agwnent 
will be subject to appropriate economic 
policy conditions. It was also agreed that 
all participants will jointly ohnre the de¬ 
fault risks on loans under the arrange¬ 
ment in proportion to, and up to the 
limits of, their quotas* 

4, In response to n request fey apart!- 
dpant for a loan, the other participants 
will take a decision, by »:■: two- 
tofada majority, on ritt-gmutiag ofthe 
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loan and its terms and conditions, 
in the case of loans up to the quota, and 
as to whether, for balance of payments 
reasons, any country should not be re¬ 
quired to make a direct contribution in 
the case of any loan. The granting of 
n loan in excess of the quota and up to 
200 per cent of the quota will require 
a very strong majority and beyond that 
wilt regain a unanimous decision. If one 
or more participants are not required to 
contribute to the financing of a loan, the 
requirements for approval of the loan 
must also be met with respect to toe 
contributing participants. 

5. Further work fat needed to deter¬ 
mine financing methods. These might 
include direct contributions and/or joint 
borrowing fat capital markets. Until the 
full establishment of the new arrange¬ 
ments, there might also be temporary 
financing through credit arrangements 
between central hanks. 

6. Ministers and Governors agreed 
to recommend the immediate establish¬ 
ment of an ad hoc OECD Working 
Group, with representatives from ail 
interested OECD countries, to prepare 
a draft agreement in line with the above 
principles. In their view thia work should 
be concluded in time to permit approval 
by toe OECD Council fey the end of 
February, 1975. 
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doWa to perhaps something like 
half a billion St)R, but it is 
still uncertain. In any case, 
what will be left over we can 
alsb use this year. 

Of course, we do not know 
whether with this amount 
available wc can finance the 
drawings under the oil facility 
under the adjusted formula 
over the whole of this year. 
There is uncertainly, of course, 
about a number of countries 
with a balance of payments 
need that will wish to use the 
facility and about the extent 
of this balance of payments 
need. But as you know, in 
the past year our experience has 
been that the actual drawings 
on the facility were smaller 
than we initially expected, and 
that, in fact, wc will have a 
certain amount which will be 
left over. 

So it is not at all impossible 
that this amount would be 
sufficient. But we will keep, as 
you sec in the Communique, 
wc will keep the operation of 
the facility under constant re¬ 
view — as we, in fact, have also 
done last year — following 
carefully the way that the draw¬ 
ings on the facility devlop. 
Thus we can keep them within 
this amount, and supposing 
it is exhausted, then, we can 
see what further measures to 
take. 

There are, of course, diffe¬ 
rent possibilities: we could use 
some of our own resources; 
we could borrow more; we 
could change the formula. 
That is left for consideration 
during this review. 

Finally you find, in this para¬ 
graph in the Communique, 
that wc will also review in 
general the policies, practices, 
and resources of the Fund, be¬ 
cause there is agreement that 
we should, in the present situ¬ 
ation, do all that is possible to 
make the Fund useful, and to 
help our member countries 
in the difficulties they experi¬ 
ence. 

Now there is a new dement 
in the oil facility for this year, 
one that I consider of great im¬ 
portance. You see that in the 
fourth paragraph of the Com¬ 


munique. It is, that we have 
reached agreement to do some¬ 
thing this year for the group of 
most seriously affected de¬ 
veloping countries. There was 
already a feeling during the 
Annual Meeting, as you know, 
that we should do something 
to lighten the interest burden 
for these countries when they 
use the oil facility. Wc have 
now reached agreement that 
we will do this in this year by 
establishing a Special Account, 
through which our member 
countries will give contribu¬ 
tions, and that we will use it 
in order to make life a little 
cas ; cr for this group of coun¬ 
tries which experienced such 
very serious difficulties. 

It has been agreed that both 
the oil exporting countries and 
the industrial countries should 
contribute to this Special Ac¬ 
count in a fair way. There is 
also the possibility of other 
members contributing. I think 
there was a very positive atti¬ 
tude in this respect, in both 
groups of countries. Also. T 
think it is a good thing that we 
avoided any rigidity in th«s 
approach. S:> that 1 am very 
hopeful that wc can succeed in 
bringing this about; and l 
think that will be very practical 
and effective help to this 
group of countries. Lei me 
add that we expect that the 
amount this group of countries 
will draw under the oil facility 
will be something of the order 
of SDR U billion. On that 
amount, we hope to reduce the 
interest burden substantially. 

The Committee then moved 
to a second important subject: 
the increase in quota. You 
know that we have been work¬ 
ing for quite some time on the 
review of quotas. And I must 
say that I am very encouraged 
that we reached agreement on 
some of the most important 
characteristics of this review. 
Although the positions were 
still rather far apart when our 
meeting started, we have now 
reached agreement on the total 
amount — the total size of the 
increase in quotas; and on 
some important aspects of the 
distribution, i.c., the doubling 
of the share of the major oil 
producers, and maintaining 
the share of the other deve¬ 


loping countries. And, also, 
there was agreement on the 
need to ensure that the Fund’s 
holdings of currency will 
be usable in accordance with 
our policies. That is something 
, that we now agree should go 
5 with this increase in quota, and 
i that makes this quota increase 
f even more important. It means 
: that, if this is brought about, 
L some currencies which at pre- 
j sent We cannot use, but which 
, we already have, we will be 
• able to use soon when this 
quota increase is agreed. 
Among these currencies are 
those of a number of oil 
producing countries •-*- so 
i that is especially useful. Of 
course, this still has to be 
worked out. In connection 
l with the quota increase, I 
[ will make it clear that the 
[ Executive Board still has a 
difficult task to work this out; 
i to come to a decision on in¬ 
creases for individual countries. 
This distribution is always 
a difficult aspect. But now 
it will be especially difficult, 
because, clearly, the share 
of the industrial countries as a 
group will be substantially 
reduced. And, of course, it is 
always more difficult to distri¬ 
bute a reduction than to distri¬ 
bute an increase. But we are, 
of course, hopeful that this 
will be brought about. 

Finally, we had, 1 think, a 
very fruitful discussion of the 
subject of amendments to the 
Articles of Agreement. This is 
a very complicated, technical 
subject, but the Committee 
has now decided on a number 
of guidelines which will help 
the Executive Board very much 
in working out draft agree¬ 
ments, which we then hope will 
be considered in the next meet¬ 
ing of the Committee and on 
which an advice of the Com¬ 
mittee of the Board on Gover¬ 
nors can by then be formula¬ 
ted. 

You will find in the Commu- 
niejue what subjects the Com¬ 
mittee now wishes the Board 
to work out. There is the 
amendment of the Council 
the amendment on improve¬ 
ments in the General Account, 
where we have, in the first place, 
the essential subject of elimi¬ 
nating the obligation of mem* 
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her countries to pay 25 per cent 
of their quota increase in gold 
at the official price, which, of 
course, is not p:>ss ; ble at the 
moment. And we will then also 
bring into the Articles of Ag¬ 
reement as I have mentioned 
already, an arrangement so that 
all currencies will in future be 
usable under the Fund's poli¬ 
cies. And, of course, besides 
that there are a number of 
other improvements in the 
General Account that we be¬ 
lieve will make it possible for 
the Fund to function mote 
efficiently. 

Then these is agreement that 
improvement in the charac¬ 
teristics of special drawing 
rights have to be worked out. 
And there, we have to work 
out amendments, as you see 
here, to provide for stable but 
adjustable par values and for 
floating in particular situations 
— floating is not in our pre¬ 
sent Articles of Agreement and 
wc have to revise the Articles 
to op;n up that possibility. 

Wc, of corn sc, discussed 
again the subject of the link. 
You will see here that we 
have now agreed that there are 
such differences orf this sub¬ 
ject that, although we Will 
continue to study it, wc do not 
expect that it will have its 
place in the gtoup of amend¬ 
ments that we hope to bring 
to the Interim Committee at 
the next meeting and that we 
hope will be adopted. But 
we will also study other possi¬ 
bilities for the transfer of real 
resources. 

Then in paragraph 7 there is 
quite an interesting new sub¬ 
ject. The Board is asked to 
study the functioning of our 
compensatory financing facility 
and of our buffer stock facility 
l think this could be a very 
useful study. Of course, the 
philosophy behind this is that 
we should not only take into 
account fluctuations in export 
prices with respect to the com¬ 
pensatory financing arrange¬ 
ments but also in some way 
consider import prices, or the 
general development of the 
price level; and this could be 
very important for a number of 
primary producing countries. 

Finally, you see that there 
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was a discussion of the difficult 
but important subject of gol$. 
There is already some agree¬ 
ment, as you see here, on 
abolishing the official price 
for gold and obligatory 
payments of gold to the 
Fund by member countries. 
There was much progress in 
discussion of a complete set of 
the amendments to the Articles 
that would be necessary to 
bring about this abolishing of 
the official price and, connec¬ 
ted with that, to give freedom 
to central banks to enter into 
transactions with each other in 
gold, but with certain arrange¬ 
ments in order to ensure that 
the purpose we all agree on — 
that gold should gradually be 
removed from the system — 
shall in fact be realized. We 
have to study this further. It 
will certainly still be a difficult 
study, but we have received 
guidance and 1 think we can 
have very fruitful discussions 
in the Board in the next few 
months on this important sub¬ 
ject. 

New Facilities Can Cushion 
Oil Price Shock 

Following are excerpts from 
the press conference conduc¬ 
ted by Mr. Turner and Mr. 
Witteveen: 

QUESTION: With the exis¬ 
tence of the safety net, will 
there be a tendency to put the 
needs of the developing count¬ 
ries ahead of perhaps the needs 
of some of the OECD count¬ 
ries in obtaining help under the 
$6 billion? 

MR. TURNER: I II let the 
Managing Director speak to 
that, except that I’ll say two 
things: First of all, the safety 
oct is a safely net. It's a 
vehicle of last resort. Second¬ 
ly, it's against the practice 
of the Fund to discrimi¬ 
nate between member stages in 
borrowing availability. 

MR. WITTEVEEN: Weil, 

I think these are indeed the 
main points. Mr. Chairman. 
This year, as last year, the 
facility will remain available 
for all our members which 
satisfy the formula and the 
balance of payments need, 


both developing and in¬ 
dustrial countries. It is also 
of importance in this context 
that, as I understand it, ar¬ 
rangements for the safety net 
make it clear that thatjis some¬ 
thing for use in last resort after 
the countries have first used 
the other possibilities to finance 
their deficits, and that includes, 
of course, drawings on the 
Fund. 

MR. TURNER: I just re¬ 
mind members of the media 
here that the two facilities that 
were put in place today, or 
authorized today — one is a 
solidarity fund, or a safety net, 
umbrella, insurance arrange¬ 
ment by the industrial count¬ 
ries of the world; the other is 
International Monetary Fund 
facility. There is no theology 
of jurisdiction here so far as the 
International Monetary Fund 
is concerned. These are supple¬ 
mental to and in guarantee of 
whatever recycling is done and 
can be done by the private fin¬ 
ancial institutions of the world, 
the banking systems of the 
World; bilateral deals between 
countries; investment of oil 
exporting countries in (oil con¬ 
sumer nations; whatever faci¬ 
lity the European Common 
Market may jointly arrange by 
way of its own borrowing; 
whatever facilities OPEC may, 
on it own initiative, arrange; 
whatever recycling is done by 
way of foreign aid through the 
World Bank and other agencies 
on a regional basis. So that 
you’ve got to look at this 
in total context, and what 
we were trying to do as Minis¬ 
ters was to ensure the co¬ 
ordinating surveillance of the 
Fund over the total picture, 
and to ensure that the mechan¬ 
isms in play, together, were 
sufficient to cushion the world 
against the shock of the oil 
price phenomenon. 

QUESTION: Could you 
give an idea of the actual 
rate of concessional interest? 
Will it be 5 per cent or 2-2* 
per cent? Also, what will be 
the size of the special account? 

MR. WITTEVEEN: Of 
course, we have to see how 
large the contributions can be, 
but our aim will be to reduce 
the rate of interest on the oil 


facility by 5 per cent for this 
group of countries and then 
you can easily calculate what 
amount will be involved. Five 
per cent on SDR 1.3 billion, 
let us say, will be about SDR 
65 million per year. And that 
wilt then have to become avail¬ 
able over the period of the 
loan, which is on the average 
five years. 

QUESTION: Did you say to 
5 per cent or by 5 per cent? 

MR. WITTEVEEN: No, by 
5 per cent. That’s our aim; 
we don’t know whether we will 
completely realize that, but 
the aim is to reduce the rate 
of interest by 5 per cent, so 
if you borrow for, let us say, 
7*, then we would reduce 
the rate of interest by contri¬ 
butions from this special ac¬ 


count — reduce the effective 
burden to 2} percent. 

MR TURNER: So, you’re 
not reducing by 5 per cent; 
you’re reducing five perceri* 
tage figures from 7* down to 
2J. 

QUESTION: A related ques¬ 
tion, Mr. Witteveen. Do you 
have reasonable assurance of 
lending facilities from the 
oil producing countries to 
meet the SDR 5 billion 1975 
facility, and have you had any 
indication of interest by count¬ 
ries to contribute to the inte¬ 
rest subsidy, the special ac¬ 
count? 

Mr. WITTEVEEN: Of 
course, that’s an important 
question. We agreed at 
our last meeting during the 
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[ last Annual Meeting that we 
! wpuld first have to studv the 
problem of recycling and that 
we would bring an analysis and 
proposals to the meeting of the 
Interim Committee that has 
now taken place and that nego¬ 
tiations to actually borrow for 
this purpose would lake place 
after that. So that still has to 
be worked out. Nevertheless, I 
can say that we of course have 
bad some informal contacts 
with surplus countries and 
these have been encouraging, 
so that 1 am hopeful that we can 
arrange this amount of bor¬ 
rowing in the next few months. 
With respect to contributions 
to this interest account, we 
have received very positive — 
positive, well, I can say in most 
. cases, commitments by member 
countries in the Interim Com¬ 
mittee to contribute to this 
account. 

: QUESTION: In the much 
j quoted January Foreign Affairs 
j article by Robert Roosa and 
j some other Trilateral Com¬ 
mission members, they state 
that the international financial 
situation is actually much 
graver than is generally ad¬ 
mitted and that if very com¬ 
prehensive supranational mea¬ 
sures aren’t taken immediate¬ 
ly, that the world will be fac¬ 
ing the danger of various na¬ 
tional sectors declaring debt 
moratoria which Roosa and 
his friends equated with Com¬ 
munist revolution. Now, in 
view of this fact and particu¬ 
larly that the International 
Caucus of Labur Committees 
is organizing internationally 
around precisely such a pro¬ 
gramme and that what you put 
forward here is completely 
inadequate in terms of what 
Mr. Roosa said would be neces¬ 
sary, how do you set the politi¬ 
cal situation shaping up? 

MR. TURNER: I think I 
said earlier that the risks of 
unilateral action by nations in 
balance of payments deficits 
difficulty has now been mini¬ 
mized because of the facilities 
that were put in place today. 
And 1 think looking over the 
full amplitude of the other 
facilities that 1 described, both 
in the private and public sec- 
or, that are now in place, that 
the risks that Dr. Roosa des¬ 


cribed have been immeasur¬ 
ably reduced. Now, as the 
Managing Director said, there 
is an ongoing surveillance res¬ 
ponsibility in the Fund, and 
Ministers gave ihe Managing 
Director the authority to look 
over the full variety of re¬ 
sources available to him with¬ 
in the Fund and elsewhere. 

QUFSTJON: This size of 
the expanded facility is much 
lower than most people had 
been suggesting. Is this smaller 
out of a feeling that not as 
much is needed as was sugges¬ 
ted, out of a feeling that this 
may be adequate for six months 
or nine months and then can 
be extended if need be, or is it 
held to this level out of con¬ 
cern that more money may not 
be made available by the sur¬ 
plus countries? 

MR. TURNER: Weil, the 
amount of the facility is a re¬ 
sult of negotiation. The terms 
of the decision call for a re¬ 
view to explore what other re¬ 
sources are available within 
the Fund itself, and call for a 
continued surveillance by the 
Fund. So that I would think 
that the amounts now in place 
will do the job. If, by the time 
we meet in June again we 
have to take another view, 
then well take another view. 
But at the moment it's $ 6 bil¬ 
lion, or SDR 5 billion. There’s 
an urgent call to the Exe¬ 
cutive Directors of the Fund 
to explore the other resources 
available to them within what 
they’ve already got from mem¬ 
bers’ contributions, and of 
course wc will be attempting to 
expand what ever other hi la¬ 
teral or multilateral facililies 
are available. 

MR. WITTEVEEN: May 
I add to that that our esti¬ 
mate of what would, be the 
probable use of this facility in 
the present year was a very 
wide margin between SDR 6 
billion and SDR 12 billion. 
So the amount we have now 
decided on is very near — 
when we also take into account 
the available means leftover 
from last year, it’s very near to 
the lower limit. And. I think 
when we look at the experience 
of last year, it is quite possible 


that this will do the job, as 
you said, Mr. Chairman. 

Moves to Ease Burden of 
Hardest Hit Members 

Press Communique of the Joint 
Ministerial Committee of the 
Boards of Governors of the 
Bank and the Fund on the 
Transfer of Real Resources to 
Developing Countries 

J. The Joint Ministerial 
Committee of the Boards of 
Governors of the Bank and the 
Fund on the Transfer of Real 
Resources to Developing 
Countries (the Development 
Committee) held its second 
meeting in Washington on 
January 17, 1975 under the' 
Chairmanship of Mr. Henri 
Konan Bedie, Minister of 
Economy and Finance for 
the Ivory Coast. The 
meeting was held in the 
headquarters building of 
the Pan American Health 
Organization. Mr. Robert 
S. McNamara, President of the 
International Bank for Recons¬ 
truction and Development, and 
Mr. H. Johannes Witteveen, 
Managing Director of the In¬ 
ternational Monetary Fund, 
took part in the meeting, which 
was also attended by Mr. Abdel 
Wahab Labidi, President of the 
African Development Bank, 
Mr. Shiro Inoue, President of 
the Asian Development Bank, 
Mr. M.G. Mathur, Deputy 
Director-General of the GATT 
(General Agreement on Tariffs 
and Trade), Mr. Antonio Ortiz 
Mena, President of the Inter- 
American Development Bank, 
Mr. E. van Lennep, Secretary- 
General of the OECD (Organi¬ 
zation for Economic Coopera¬ 
tion and Development), Mr. 
Maurice Williams, Chairman 
of the DAC (Development As¬ 
sistance Committee), Mr. 
Mahjoob Hassanain, Director 
of the Economic Department of 
OPEC (Organization of Petro¬ 
leum Exporting Countries), 
Mr. Gabriel van Laethem, Un¬ 
der Secretary-General of the 
United Nations and Dr. Raul 
Prebisch, Special Represen¬ 
tative of the Secretary General 
for the United Nations Emer¬ 
gency Operation, Mr. Gamani 
Corea, Secretary-General of 
UNCTAD (United Nations 


Conference on Trade and De¬ 
velopment), and Ambassador 
Paul Jolles of Switzerland, 

2. The Committee received 
several reports presented by the 
Executive Secretary, Mr, Henry 
J. Costanzo, on the initial 
work programme adopted at 
the inaugural meeting, related 
to the situation of the most 
seriously affected developing 
countries, measures to adjust 
to the new outlook in commo¬ 
dity prices, and the future work 
programme of the Committee. 

3 . The members of the Com* 
mittee engaged in a general ex¬ 
change of views regarding the 
present situation and prospects 
of the developing countries. 
Members noted that many de¬ 
veloping countries found them¬ 
selves in serious difficulties 
as a result of substantial ad¬ 
verse changes in their terms of 
trade and an inadequate flow of 
external capital and were being 
forced to take adjustment mea¬ 
sures in many cases harmful 
to their long-term economic 
and social development. The 
members recognized that this 
situation was likely to conti¬ 
nue in the immediate future, 
and expressed their particular 
concern over the pressing diffi¬ 
culties in prospect for the poor¬ 
est, and the most seriously 
affected of the developing coun- 
ries. 

The Committee agreed that 
the industrialised countries 
should seek to adopt such 
adjustment measures consi¬ 
dered necessary in their cir¬ 
cumstances in such a way 
as to avoid any reduction 
in the net flow of real 
resources to the develop¬ 
ing countries, seeking to im¬ 
prove the conditions under 
which developing countries 
and international development 
finance institutions may have 
access to their capital markets, 
and to improve the real volume 
mid the quality of official 
development assistance pro¬ 
vided to the developing coun¬ 
tries, and should avoid trade 
restrictions that could nega¬ 
tively affect developing count¬ 
ries’ exports. The Committee 
also noted the importance of 
continued and expanded co«< 
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operation, particularly in the 
transfer of technology and 
management skills, between tjte 
industrialized and surplus oil 
producing countries, in order 
to promote the development of 
the latter countries and there¬ 
by to assist the overall long- 
range adjustment process and 
also in order to promote the 
development of other develop¬ 
ing countries. 

The Committee recognized 
the important and increasing 
flow of resources being made 
available by the surplus oil 
producing countries to the de¬ 
veloping countries and to the 
international financial institu¬ 
tions. In welcoming such 
interest and participation on 
the part of these countries, the 
Committee agreed that these 
countries should seek to conti¬ 
nue and expand this flow of re¬ 
sources, in accordance with 
their financial capacity to do 
so. 

4. The Committee agreed 
that the situation of the most 
seriously affected countries 
requires urgent treatment, and 
that measures should be taken 
to cover the short-term require¬ 
ments created by the present 
international situation. In this 
context, the Committee wel¬ 
comed the action taken by the 
Interim Committee with res¬ 
pect to a continuation and ex¬ 
pansion of an oil facility in the 
Fund and the establishment 
of a Special Account in order 
to reduce for the most seriously 
affected members the burden 
of interest payable by them. 
The Committee also reviewed 
several additional possible 
courses of action. It was agreed 
that the Executive Boards of the 
Bank and the Fund should be 
invited to study the desirabi¬ 
lity of creating a special 
trust fund that would provide, 
for the period immediately 
ahead, additional highly con¬ 
cessional resources to meet the 
requirements of the most seri¬ 
ously affected countries, and 
the possible modalities of such 
a fund. 

5. The Committee invited the 
Executive Board of the Bank 
to undertake an immediate 
study of the concept of “third 
window'’ lending by the Bank 


on terms intermediate between 
those of the Bank’s regular 
loans and those of IDA’s 
(International Development 
Association) concessional cre¬ 
dits. The Committee welcomed 
the willingness expressed by 
some members to support and 
to provide financial resources 
for such a facility. 

6 , For its immediate work 
programme, the Committee 
instructed the Secretariat to 
propose such measures as 
might be considered for early 
implementation to promote 
increased use of capital mar¬ 
kets by developing countries, 
and to facilitate their access to 
such markets; to report to the 
Committee on an appropriate 
work programme in response 
to the conclusions of the 
recent World Food Confe¬ 
rence on the financing of 
food, fertilizer, and food pro¬ 
duction; and to leview the 
adequacy of existing informa¬ 
tion systems on the flow' of 
resources to the developing 
countries. 


7. The Committee also ag¬ 
reed that the future work of 
the Committee should focus 
on the basic long-term needs 
of the developing countries 
and, in this connection, wel¬ 
comed the intention of the 
President of the Bank to initiate 
urgently a study of the capital 
requirements of developing 
countries to maintain a rea¬ 
sonable rale of growth in per 
capita income for the remain¬ 
der of the decade. The Com¬ 
mittee instructed the Execu¬ 
tive Secretary to initiate a 
broad and continuing review 
of the question of the 
transfer of real resources, 
using as a basis the work 
of the Committee of 20 and 
taking into account the con¬ 
clusions of the Bank's study, 
in order to formulate recom¬ 
mendations as to how the re¬ 
quired transfers of real re¬ 
sources might be met through 
existing or new financial me¬ 
chanisms and arrangements, 
including arrangements for 
commodity price stabilization. 
The Committee welcomed the 
study to be undertaken by the 
Executive Directors of the 
Fund, as agreed by the Interim 


Committee, on the fund's faci¬ 
lities for compensatory financ¬ 
ing and assistance to interna¬ 
tional buffer stocks of primary 
products. 

8 . The Committee was glad 
to note the announcements 
made at the meeting of actions 
which permit the full effective¬ 


ness of the IDA fourth re¬ 
plenishment, and urged sym¬ 
pathetic consideration of the 
proposals recently put forward 
by the World Bank for an in¬ 
creased programme of normal 
Bank lending. 

9. The Committee agreed 
to hold its next meeting in 
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Paris during the first part of 
tone im. 

CflWwilQS of Inter-govern- 
mwit*l Group of 24 on Inter- 
national Monetary Affairs 

The Intergovernmental 
Group of 24 on International 
Monetary Affairs, whose pur¬ 
pose is to ensure that the spe¬ 
cific interests and economic 
circumstances of the develop¬ 
ing countries are taken into 
account in the reform of the 
international monetary system, 
was established in accordance 
with the programme of action 
adopted on November 7, 1971 
in Lima by the Group of 77, 
representing the developing 
countries* 

Communique 

1. The Ministers of the 
Group of 24 held their Ninth 


Meeting at the headquarters 
of the International Monetary 
Fund, Washington, D.C, on 
January 13 and 14, 1975. Mr. 
N.M. Perera, Minister of Fi¬ 
nance of Sri Lanka, was in the 
chair, with Mr Juan Elespuru, 
representing the Minister of 
Economy and Finances of 
Peru, and Mr. K. Donkoh 
Fordwor, Special Assistant 
responsible for Finance of 
Ghana, as Vice-Chairmen. 
The meeting was attended 
by Mr. H. J. Wittcveen, 
Managing Director of the 
International Monetary Fund, 
Mr. Gamani Corea, Secretary- 
General of the United Nations 
Conference on Trade and De¬ 
velopment, Mr. R. McNamara, 
President of the World Bank, 
and Mr. Henry J. Costanzo, 
Executive Secretary of the joint 
Ministerial Committee of the 


Boards of Governors of the 
World Bank and International 
Monetary Fund on the transfer 
of real resources to developing 
countries. 

X The meeting was preced¬ 
ed by the Eighteeenth Meet¬ 
ing of the Deputies with Mr. 
Lai Jayawardena, Sri Lanka, 
in the chair, Mr. Carlos Santis- 
tevan, Peru, as Vice-Chairman, 
and Mr. Danso Misa, Ghana, 
as rapporteur. 

3. Ministers reviewed the 
world economic situation and 
expressed concern at the ad¬ 
verse impact that the intensific¬ 
ation of recessionary trends in 
the industrialized countries was 
having on the already precar¬ 
ious balance of payments posi¬ 
tion of most of the developing 
countries. They expressed the 


hope that effective measures 
would be taken by industriali¬ 
zed countries to stimulate eco¬ 
nomic activity without abiding 
to inflationary pressures, They 
stressed the need to avoid th# 
escalation of trade restrictions 
and discriminatory trade 
arrangements on the part of 
industrialized countries, 

4. Ministers reiterated their 
view that the International 
Monetary Fund was the appro¬ 
priate organ for agreement on 
international monetary ques¬ 
tions, and that all decisions 
affecting the international 
financial community should be 
negotiated and implemented 
within the Fund. 

5. Ministers expressed their 
dissastifaction that important 
decisions affecting the inter- 
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national monetary system 
had been taken outside the 
International Monetary Fund. 

6 . Ministers agreed that 
there was a continuing and in¬ 
creased need for official finan¬ 
cing facilities to meet current 
payments problems as well as to 
foster economic development. 
They therefore supported the 
continuation of the oil facility 
in 1975, as already provided 
for, without unduly burden¬ 
some terms and conditionality 
so that it would give adequate 
access to members, parti¬ 
cularly to those in greatest 
need. Ministers saw an 
urgent need for interest relief 
for the most seriously affected 
low income countries pur¬ 
chasing under the facility. 
In their view, the resour¬ 
ces for such relief should 
be provided within the 
International Monetary Fund 
by members with the capacity 
to do so. Ministers considered 
that the trust fund proposal 
before the Interim Committee 
was not a realistic mechanism 
for this purpose, nor was it 
acceptable as an alternative to 
the Link; but they Were agree¬ 
able to studying it, along with 
other trust fund proposals, in 
the context of solutions that 
might be sought on other 
issues. Ministers also expressed 
their conviction that additional 
means should be found to meet 
the payments needs of deve¬ 
loping countries arising at this 
time, including the activation 
of the Extended Fund Facility, 
which should be expanded and 
made more flexible. 

7. Ministers also stressed the 
need for longer-term develop¬ 
ment finance. They welcomed 
the additional development 
assistance provided by the 
major oil exporting countries, 
as well as the balance of pay¬ 
ments support given by them. 


Ministers emphasized that the 
capital needs of the developing 
countries called for the pro¬ 
vision of additional funds by 
all countries with the capacity 
to supply them, as well as the 
establishment of new multi¬ 
lateral facilities of a long-term 
character. 

8 . Ministers reiterated their 
view that any solution to the 
question of gold should not 
jeopardize the effective imple¬ 
mentation of the link and the 
international management of 
global liquidity; that it should 
serve to promote the objectives 
of the reform, with the SDR 
becoming the principal re¬ 
serve asset and with the role 
of gold and reserve currencies 
being gradually reduced; that 
it should not accentuate the 
already inequitable distribu¬ 
tion of world liquidity; and 
that it should be interna¬ 
tionally agreed in the Fund. 
Ministers would only accept 
new arrangements for gold on 
the basis of these princi¬ 
ples. 

9. Ministers considered that 
an increase in IMF quotas 
was urgently needed and 
should not be delayed. In 
their view, the enlargement 
of the size of the Fund should 
be of the order of 50 per cent. 
Ministers Were emphatic in 
their support for a major in¬ 
crease in the quota shares of 
major oil exporting countries 
and for a satisfactory increase 
in those of the other developing 
nations. Ministers agreed that 
the gold subscription to quota 
increases should cease to be 
obligatory. 

10. Ministers reiterated their 
position that they would only 
accept a package of amend¬ 
ments that achieved a fair ba¬ 
lance between the interests of 


developing countries and other 
countries. In this connection 
they reaffirmed their strong 
support for the establishment 
of a link consisting of direct 
allocations of "linked” SDRs 
to developing countries. 

11. Ministers also discussed 
other proposals for amend¬ 
ment of the Articles of Agree¬ 
ment of the International Mo¬ 
netary Fund. The expressed 
their opposition to the incor¬ 
poration of a “trade pledge'* 
in the Articles of Agreement. 
They also registered their sup¬ 
port for amendments designed 
to streng then the role of the 
SDR and to facilitate the 
operation of the General 
Account, and called for addi¬ 
tional measures to increase 
and improve the access of 
member countries to Fund re¬ 
sources. Ministers reaffirmed 
their stand against the legali¬ 
zation of floating other than in 
particular circumstances under 
Fund authorization and sur¬ 
veillance in a manner designed 
to prevent undue instability in 
the values of the major trad¬ 
ing currencies. Ministers were 
of the view that a decision on 
the establishment of a Council 
should be taken after sufficient 
experience had been gained 
with the Interim Committee. 

12. Ministers expressed their 
wish to work towards a set of 
amendments to the Articles of 
Agreement of the Interna¬ 
tional Monetary Fund that 
would constitute an equitable 
code of conduct setting forth 
the rights and duties of states 
in the international monetary 
sphere. 

13. Ministers exchanged 

views on the issues before the 
forthcoming meeting of the 
Development Committee. 

Ministers recognized the ur¬ 
gency of the problems facing 
the most seriously affected 


countries, and agreed that 
the Committee should also 
address itself to the capital 
needs of all the developing 
countries, both in the imme¬ 
diate future and in the longer 
term. Ministers expressed their 
strong support for the five-year 
lending programme propos¬ 
ed by the management of the 
World Bank and saw a pressing 
need for additional multilate¬ 
ral facilities to finance develop¬ 
ment. In these context, they 
favoured the establishment, as 
soon as possible, of a special 
fund such as that proposed by 
Iran, with contributions from 
both developed and major oil 
exporting countries, to be 
managed by donors and reci¬ 
pients in a balanced manner. 
Equally, they endorsed the 
proposal to establish a third 
window in the World Bank 
as soon as possible;they urged 
that the requisite interest sub¬ 
sidy should be sought from all 
possible sources. They also 
drew attention to the need to 
complete the replenishment of 
IDA without further delay. 

14. Ministers also saw the 
need to explore proposals ca-! 
pable of prompt implementa¬ 
tion to improve the access of 
developing countries to finan¬ 
cial markets. Ministers favoured 
increased programme lending 
by the IBRD and IDA. They 
agreed that the future work of 
the Committee should also in¬ 
clude the proposal for a sup¬ 
plementary financing scheme 
wihin the World Bank, first 
mooted a decade ago, and con¬ 
crete proposals for financing 
arrangements to protect and 
expand the real value of the 
export earnings of developing 
countries from their trade, es¬ 
pecially in primary commodi¬ 
ties, in cooperation With 
UNCTAD and the Inter¬ 
national Monetary Fund, 
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i) that different speeies of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON* 
GRADE PULP? 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon-grade Pulp ? 

Ill) that MURUKKU (Erythriua Indica) and UPPOOTHY (Maca* 
ranga Pcltata), among those woods, are outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon* 
grade Pulp? 


Contact 


THE 6WAII0H RAYON SILK NFS. (WVG.) CO. LTD., 

(PULP DIVI8ION) 

Birlakootam — MAVOOR — Kozhikode Dt- 
KBRALA 

Grains • "WOODPULP" Calicut Telex: 044*218. Phones : 3973 A 3974 (Calicut) 

51 & 52 (Mavoor) 
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tmifkSn Some time ago, on November 29 
I^CMly Ol Wlinm last, this journal suggested in an editorial 

that among the limited number of options 
open to Mrs Gandhi, two were fairly obvious. She could hold a general election 
more or less immediately and demonstrate that she and her party retained the confi- 
denoe of the electorate. The other course would be to negotiate with Mr Jayaprakash 
Narayan and also the leaders of the major opposition parties a minimum agreed pro¬ 
gramme for dealing with the urgent political and economic issues facing the country. 
It was argued that, should she shy at making a choice and continue to drift or dither, 
her strength in the country as well as in her own party would undergo steady and per¬ 
haps rapid erosion. This journal felt that discussion or consultation with Mr 
Jayaprakash Narayan would however present problems for the prime minister since the 
former had neither an immediately relevant political programme nor even any very clear 
political objective, it was also pointed out then that, since Mr Jayaprakash Narayan 
seemed determined not to accept any kind ol' political responsibility in the sense in which 
the term was generally understood, it would perhaps be better for t he country if the prime 
minister were to exercise the option of an early election and, having once again secured 
for her party a majority in the Lok Sabha — a result which could beconsidered certain 
—proceed to implement a two-fold programme of restoring political and economic 
stability while dealing sternly with agitational challenges to the constitutional pro¬ 
cesses of a parliamentary democracy. 

As it has turned out, the prime minister has not gone in for an early election. It 
is true that she could still appeal to the ballot box in the third or the fourth quarter of 
1975 rather than in the first quarter of 1976, but even if she does so, it will not be of much 
strategic significance. The position would have been different had she gone to the coun¬ 
try during this January-February. 

It now remains for Mrs Gandhi to make up her mind to initiate talks with Mr 
Jayaprakash Narayan and other political leaders even if there can be no guarantee that 
those negotiations would be fruitful. Otherwise, dissent within her party is bound to 
grow and it is also sure to come increasingly into the open. It is no longer possible 
for Narora-type party conclaves to help keep the lid on this ferment. Politicians of the 
kind of Mr Chandra Shekhar or Mr fCrishan Kant are not wide-eyed idealists. That 
they have felt it safe to call publicly for Mrs Gandhi initiating a dialogue with Mr Jaya¬ 
prakash Narayan shows that they are reasonably sure of a considerable audience within 
their party. In other words the erosion of the prime minister’s political position is 
now an active process. 

As the days go by, Mrs Gandhi is likely to be increasingly on the defensive. This 
would be all the more so because more and more of her partymen are becoming uneasy 
about the infiltration of her party by CPI influences. So long as Mrs Gandhi's authority 
remained supreme those who felt unhappy at the easy access to her counsels which cer¬ 
tain CPI leaders enjoyed or about the presence of fellow-travellers in the government, 
could do precious little about either. Now, however, they arc clearly in a position to 
insist on the party taking seriously the threat of disruption posed by the CPI as well as 
on Mrs Gandhi herself rendering a proper account to her partymen of her guardian¬ 
ship of the larger interests of their party. The feeling that some of her colleagues and 
many of her followers have that her flirting with the CPI is all wrong and the view appa¬ 
rently held by a section of the rank-and-file that Mrs Gandhi should initiate a dialogue 
with Mr Jayaprakash Narayan surely make for a formidable mixture of tensions within 
the ruling party. To expect them to die down of their own would be, for the 
prime minister, to give hostages to fortune. In the circumstances it would be a miracle 
indeed if the harassed Mrs Gandhi were at all able to give serious thought to the economic 
problems of the country. 

It follows that such of us as are concerned about the government giving positive 
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leadership to the national economy should 
wish for an early end to the political 
confusion. The present state of affairs 
helps nobody; on the contrary, it encoura¬ 
ges some very odd behaviour within the 
government, as evidenced by the public 
displays put up by certain junior minis¬ 
ters. We thus find Mr Mohan Dharia 
publicly complaining that a government of 
which he continues to be a member has 
not acted on the report he had submitted 
as the chairman of a committee which 
had addressed itself to the issue of 
the proper distribution of essential 
commodities and articles of mass 
consumption. Earlier there was the even 
more strange case of Mr B.P. Maurya, 
minister of state for Industry and Civil 
Supplies, taking the ministry of Commerce 
to task for the latter's alleged step-mother - 
ly altitude towards cotton textile mills 
in the public sector. He had also express¬ 
ed a grievance that the National Textile 
Corporation, which had been charged with 
rehabilitating or running sick textile mills, 
was not receiving reasonable considera- 


Problem of its 
own making 

The forthcoming central and railway 
budgets for 1975-76 have more than 
usual significance as it is now felt that 
there may not be any snap poll and both 
the union Finance and Railway ministers 
will be presenting lo Parliament regular 
budgets with new proposals for raising 
additional resources. The question is 
whether these two ministers will find it 
desirable to mobilise additional resources 
in a big way after the massive effort 
made in 1974-75 on lour occasions. The 
central budget proposals sought to raise 
Rs2ll crores when the regular budget 
was presented in Feburary last year. In 
the interim budget in July the new im¬ 
posts were aimed at securing Rs 232 
crorcs in a full year and Rs 136 crores 
for 1974-75 before providing fot the share 
of states. Likewise, the revision of passen¬ 
ger fares and freight rates in the two 
railway budgets meant an increase in the 
burden on the users of railway services 
byRs37l crores in a full year. In the 
regular budget the additional revenue 


tion of its credit needs from commercial 
banks. 

We are not suggesting that inter- 
ministerial co-ordination is perfect or 
that government’s functioning does not 
leave anything to be desired. Never¬ 
theless, if it were to become a habit with 
ministers to castigate or find fault with 
government policies in public in the man¬ 
ner in which Mr Dharia or Mr Maurya 
has done,the framingor administration of 
government policies is bound to become 
even more chaotic than it is at present. 
Let there by all means be discussion and 
debate within the government on policy 
issues or particulars of administration, but 
let not ministers, attempting to lobby for 
their departmental points of view or, 
perhaps, simply lor their political image, 
create an impression in the public mind 
that the central authority In government 
is weakening, ft is up to the prime minis¬ 
ter to ensure in time that the government's 
credibility is not attacked and damaged 
from within and without. 


through new levies was estimated at only 
Rs 136 crores and in the supplementary 
budget at Rs 235 crores in a full year 
and at Rs 140 crorcs in a little under 
seven months. 

The Posts and Telegraphs department 
too effected changes in its tariff to fetch 
an extra amount of Rs 43 crores in 1974- 
75 and Rs 57 crores in a full year. Bet¬ 
ween the central and railway budgets and 
the revised charges of the Posts and 
Telegraphs departments the increase in 
the burden on taxpayers and users was 
thus Rs 871 crores in a full year. With 
these revised rates and levies being in 
full force in 1975-76, there will be in¬ 
crease of revenues to the extent of Rs205 
crores. It can therefore be said that a 
good part of the tax effort needed for the 
next financial year has been already anti¬ 
cipated by the central exchequer and 
with the levy of heavy excise and im¬ 
port duties and high direct taxes, there 
will automatically be a big increase in 
revenues if there is a higher level of 
output and incomes. # 

It is puzzling however to note that 
the ways and means position of the cen¬ 


tral government continues to be difficult 
and even with the n^n-payment of five 
instalments of dearnlss allowances and 
the slashing of Plan outlays, the overall 
deficit is likely to be in excess of the 
budget estimate of Rs 125 crores. There 
is no warrant however for the speculation 
in a section of the press that the un¬ 
covered deficit may even by Rs 800 crores. 

This is because the changes in holdings 
of rupee securities, treasury bills and in¬ 
vestments of the Reserve Bank do not 
indicate any unusual trend and if the ex¬ 
perience of the first quarter of 1974 is 
any guide, the aggregate deficit may be 
less than Rs 400 crorcs. What precisely 
are the factors that have been responsi¬ 
ble for the rather strained ways and 
means position of the government? The 
borrowing programme for the current 
financial year has been very nearly com¬ 
pleted with the issues of loans on three 
occasions. The receipts under the Small 
Savings campaign have been quite en¬ 
couraging while the budgetary estimates 
in respect of foreign aid receipts are 
likely to be more than fulfilled. Apart 
from larger aid from the consortium and 
communist countries, the wheat loan 
from USA and the east European com¬ 
munity is likely to result in additional 
receipts of Rs 150 crores. The capital 
budget total may thus be higher by 
Rs 250 crores as compared to the 
estimates. 

The revenue budget also is bound tc 
make satisfactory showing on the receipt 
side as customs revenue has recorded 
an increase of Rs 174 crores in the first 
seven months of 1974-75 while it was ex¬ 
pected that there would be a net decline 
of Rs 37 crores in a whole year. Simi¬ 
larly, excise duties have been fetching 
sizeable revenues, the receipts in the first 
seven months being higher by Rs 418 
crores while they were estimated to rise 
by only Rs 500 crores in a whole year, 
The increases in direct tuxes were not 
expected to be more than Rs 95 crores 
while the collections in the first six 
months were Rs 56 crores additionally. 
It will therefore be seen that the revenue 
budget total on the receipt side may be 
higher by at least Rs 400 crores oyer the 
budget estimates including the effect of 
hew taxes, in both the budgets. As the 
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capital budget receipts also ate likely 
to be better by Rs 250 crores, the union 
Finance minister is in a position to meet 
overruns in expenditure of even Ra 650 
crores while providing for Plan out- 
lays on the contemplated basis. 

Under these circumstances, if the 
Overall deficit is likely to be Rs 400 crores, 
the overrun in expenditure must be 
Rs 900 crores. When it is being 
persistently reported that Plan alloca¬ 
tions are only being reshuffled and 
there might even be a net reduction 
in Plan outlay in the central sector, does 
it mean that non-Plan expenditure has in¬ 
creased by Rs 1,000 crores as a result of 
heavier food subsidies, a larger salary 
bill and bigger assistance to the states 
for drought and flood relief operations? 
In respect of the last mentioned item it 
has been repeatedly emphasised that the 
states will be given only advance alloca¬ 
tions for carrying out relief operations 
and the adjustments will be made suit¬ 
ably in 1975-76 allocations. If this policy 
is implemented, there will be a technical 
swelling of expenditure or deficit if need 
be in 1974-75 and it should be possible 
to effect a corresponding reduction in 
expenditure in 1975-76. For the first 
time in the history of central budgeting 
the union Finance minister, Mr C. Sub- 
ramaniam will be presenting to Parliament 
revenue and capital budgets which may 
comfortably exceed an aggregate of 
Rs 10,000 crores! This certainly is a for¬ 
midable total and there may be wide¬ 
spread discontent if fresh proposals are 
made for raising additionally Rs 200 
crores or more. 

There is not much scope for increas¬ 
ing direct taxes. On the contrary, it is 
generally expected that the exemption 
limit for individual assessees will be rais¬ 
ed while it has been argued in indus¬ 
trial ciscles that the new budget should 
contain concessions which will be help¬ 
ful to industrial units in tackling pro¬ 
blems arising out of inflation accounting. 
If new industrial units have to function 
profitably and the established units have 
to carry out their modernisation and re¬ 
placement programmes and execute also 
expansion schemes, there will have to be 
some aew concept for computing depre¬ 
ciation charges which will be in excess 
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of 100 per cent of book costs, apart 
from general rebates in excise duties for 
new units and additional production. 

The railways too have been acquitting 
themselves creditably recently and thanks 
to the improvement in operating effici¬ 
ency and the impact of higher passenger 
fares and freight rates, the budget esti¬ 
mates may even be exceeded. As the 
railways will be in a position to secure 
additional revenues of Rs 95 crores with 
the supplementary charges being in force 
for a full year and they can also handle a 
larger volume of passenger and freight 
traffic, there is no justification for raising 
further passenger and freight rates, 
though it will not be a surprise if on the 
plea of inadequacy of resources for Plan 
purposes, there are fresh levies of Rs 100 


More power for 
West Bengal? 

When the government of West Bengal set 
up in last April a high-powered commis¬ 
sion to examine the various aspects of 
power generation and distribution, it 
was thought that Mr Siddhartha Shankar 
Ray, the chief minister, had taken a bold 
step to deal with a problem that had 
caused a great deal of concern to the 
people especially to the business commu¬ 
nity. For over two years, the state was 
confronted with a serious and persistent 
shortage of power, which had not only 
severely dislocated industrial production, 
expansion and exports but had also cau¬ 
sed immense hardship to the public. The 
development programmes relating to 
agriculture and rural electrification had 
also received a sharp set-back due to the 
highly irregular and utterly inadequate 
supply of power. Though the causes of 
the crisis had been generally known and 
had also been enquired into by some 
departmental committees set up by the 
state government, it was felt that only a 
thorough probe conducted by a compe¬ 
tent commission would reveal the real 
reasons and would also be able to make 
appropriate recommendations to tackle 
the problem effectively. The government 
therefore acted wisely in appointing a 
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crores. The difficulty lies in segregating 
revenues intended for development pur¬ 
pose and preventing undue increases in 
non-Plan outlays. Since the Finance and 
Railway ministers may not like to court 
unpopularity with the elections in the 
offing and there is at the same time an¬ 
xiety to secure additional revenues, it 
remains to be seen how the contradic¬ 
tions in thinking will be resolved. It is 
necessary however to remember that the 
required resources will become available 
automatically with a revival in economic 
activity, new techniques for financing 
schemes and elimination of subsidies in 
the supply of electricity, irrigation and 
other services by the states. The centre 
was never more happily placed in regard 
to its revenue sources. If it is in a sad 
predicament it has only itself to blame. 


commission for this purpose with 
Dr. S. Burman, former chief justice of the 
Orissa High Court as the chairman and 
Mr. A. K. Ghosh, former vice-chairman 
of the Central Water and Power Com¬ 
mission, and Dr. A. Bhattacharyya, 
Member of the Planning Board, as its 
members. , 

The commission was called upon to 
examine the performance of the different 
power generating agencies and find out 
the reasons for the shortfall in genera¬ 
tion, to ascertain the causes for the delay 
in commissioning the unit number one 
of the Santaldih power plant, to assess 
the steps taken by the present govern¬ 
ment in accelerating the generation and 
supply of power in rural electrification 
and supply of power to the agricultural 
sector, to ascertain the limitations that 
were existing at the time of their assu¬ 
ming office and those that were still per¬ 
sisting; and to examine the progress being 
made towards the implementation of the 
new schemes to be taken up uuder the 
fifth five-year Plan according to the pha¬ 
sed programme drawn up with a view 
to advising on the prerequisites for 
achieving the targets according to sche¬ 
dule. 

The commission submitted its report 
in the middle of December but the go¬ 
vernment has not released even a sum- 
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mary of its reconiBtfadati#ns, Press 
reports however indicate that the com¬ 
mission has critically commented on the 
lack of a clear and coherent policy for 
the development of power, failure to en¬ 
sure effective coordination of the various 
generating agencies, and the dificiencies 
of the state's department of Power, The 
commission has suggested restructuring 
of the Power department, take-over of 
the power units of the Durgapur Projects 
Ltd., by the state electricity department 
and the appointed of a permanent high 
level state power commission for the 
over-all control of the Power department 
and all other power agencies. 

The commission has refuted the allcga 
tion made by the State Electricity Board 
that the Calcutta Electric Supply Cor¬ 
poration was responsible for causing the 
crisis by not generating sufficient power 
and has, on the other hand, complimented 
the corporation on its performance. The 
commission has also criticised the manner 
in which the slate government implemen¬ 
ted the programme of load-shedding and 
connections were given for new consumers 
at a time when the state was passing 
through a severe scarcity of power and 
even industries of great importance to 
the country's export trade had drastically 
cut their production. 

It is hoped that the government will 
release the full report of the Burman 
commission as early as possible so that 
the public as well as the business commu¬ 
nity will be able to know what exactly 
were the factors that caused the crisis and 
how it should be tackled effectively. The 
fact that the commission has been seve¬ 
rely critical of some of the policies and 
procedures adopted the government of 
West Bengal should not certainly be a jus¬ 
tification for not taking the people into 
confidence about its findings and 
recommendations. While announcing 
the commission's terms of reference, 
the government said that these were “de¬ 
finite matters of public importance" and 
therefore public cooperation should be 
sought in rectifying the past mistakes and 
in evolving an intelligent and integrated 
policy which will help to avoid the kind 
of power famine which has plagued the 
state's economy in recent years. 

The government has recently permit¬ 


ted the Calcutta Electric Supply Corpo¬ 
ration to carry out its expansion and 
modernisation programme though this 
should have been done long ago. The 
government should now see to it that 
the corporation is able to get the funds 
and facilities to expedite the implement¬ 
ation of its schemes. At the same time, 
the government should reorganise its 
department of Power, more or less on the 
tines suggested by the Burman commis¬ 
sion and ensure that the generating 
agencies under its control are able to 
work at the highest level of efficiency. 

Meanwhile, reports have appeared in 
the press that the supply of power in 
Calcutta in the coming summer will be 
much better than in the previous years. 
It is stated that the measures adopted to 
complete the second unit of the Santaldih 
power station as well as the Purulia- 
Calcutta transmission line have been satis¬ 
factory and that Calcutta will be able to 
get about 100 MW of additional power. 
The early completion of the transmission 
line connecting ^Durgapur with north 
Bengal and the improved power gene¬ 
ration by the DVC are also expected to 
augment supply- But industrial consu¬ 
mers have expressed doubts about the 
adequate availability of power in the 
coming months, though, for the time 
being, there is some improvement due 
to the fall in demand in the winter season 
and the prolonged strike in the jute in¬ 
dustry. 

Mr. D. P. Chakravarti, President of 
the Indian Chamber of Commerce, Cal- 


cotta, said at its third quarterly general 
meeting held on January 27 this 
year that “there is a danger that it (pow¬ 
er supply) may deteriorate with the 
onset of the summer months when the 
load factor will increase unless the second 
unit in Santaldih comes up as per sche¬ 
dule and the transmission lines are 
completed’’. He complained that the 
target dates continued to be extended for 
some reason or the other. He also said 
that it was a matter of concern that there, 
was considerable uncertainty about the 
supply of power from the long-term 
point of view. This anxiety seems to be 
justified in view of the fact that the state 
planning board has estimated that there 
will be a deficit of as much as 1851 MW 
by 1978-79. West Bengal’s Power minister 
has recently revealed that the implementa¬ 
tion of many power projects was being 
delayed due to the paucity of resources. 

According to the state government’s 
programme, Santaldih’s second unit 
was to be completed by December 1974, 
the third unit by December 1975 and the 
4th unit by December 1976. The Bandel 
5th unit is scheduled to be completed by 
March 1978, and the three Kolaghat 
units by October 1978, April 1979 and 
October 1979 respectively. It is important 
to complete these projects according 
to scheule so that industrialists can plan 
their schemes with confidence. The go¬ 
vernment of India should also keep a 
close watch on the progress of these 
power projects and, where necessary, pro¬ 
vide them with sufficient funds to facilitate 
their expeditious implementation. 
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The Railway Budget for 194-5-46, which Sir so recklessly appropriated for general revenue 
Edward Benthall described as ‘'somewhat un- that the war-time buoyancy of earnings has left 
orthodox,” far from being heterodox in the more them with utterly insufficient financial reserves 
acceptable and fashionable sense of the term, to repair the physical damage done. The present 
hardly fulfils, in our view, the modest financial budget whose most important feature is that it 
cannons of a business enterprise in the abnormal provides for increased earnings to be utilised for 
circumstances which the railways have had to writing down the high cost of war-time purchases 
face in the last five years and have in store after of rotting stock and construction, does only 
the war. The transport system has been so met- partial expiation for the fallacies of the 
cilcssly overworked and the railways’ finances past. 
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Steel Plants' Product-Mix • Indo-West Asian 
Economic Collaboration • Sheikh Yamani's 
Visit * New Directions to Economy? 


The pRODUCT-mix of the various integra¬ 
ted steel plants in the country might 
undergo a substantial change in the near 
future. The Steel Authority of India 
(SAIL) is understood to be seized of this 
matter. 

Following a sharp decline in the 
tempo of construction activity this year, 
which is not expected to pick up in the 
near future also because of anti-infla¬ 
tionary measures and the tight cement 
supply position, it is felt that the produc¬ 
tion of construction (steel—bars, rods, 
beams etc.—can be reduced considera¬ 
bly. 

The case of such products as rails is 
no different. Due to budgetary constraints, 
the railways are not in a position to place 
any large orders on steelworks for this 
product. Some electricity boards are 
said to be utilizing rails as lamp posts, 
but even the production of this item may 
have to be scaled down if sufficient 
export orders are not available. 

dose coordination 

The proposed change in the product- 
mix of steel plants, it is learnt, will be 
done in the light of the demand, both 
domestic and export; for the various 
categories of steel. As already indicated 
last week in this column, steel imports 
next year are envisaged to be curtailed 
by about 33 per cent from the current 
year’s level of about a million tonnes. 
The production and import programmes 
are proposed to be closely coordinated, 

Generally speaking, the emphasis in 
production would be shifted from thicker 
rounds, rails, skelp, etc., to plates and 
heavy structural needed by the engineer¬ 
ing industry. 

The total output of saleable steel is 
envisaged to be raised next year by about 


a million tonnes from this year's likely 
level of 5.S-5.7 million tonnes. This 
should be possible as Bokarowill also start 
yielding sizeable quantities next year. 

# * 

The delegation of the Federation of 
Indian Chambers of Commerce and Indus¬ 
try, led by Mr K. K. Birla, which visited 
several west Asian countries, including 
Saudi Arabia and Iraq, a few days ago is 
understood to have returned with very 
favourable impressions about the Indo- 
west Asian trade and economic colla¬ 
boration. It is said to have found the 
climate quite conducive to joint ventures 
not only in India and west Asia but also 
in the third countries. Sizeable invest¬ 
ments can be made by the oil-rich west 
Asian nations in these ventures for which 
technical expertise and manpower can be 
supplied by India. 

The delegation feels that India can 
assist the west Asian nations particularly 
in the building up of infrastructure faci¬ 
lities there. The prospects of setting up 
industries which can be based on local or 
Indian raw material resources are also 
considered very bright. These include 
such industries as fertilizers, chemicals 
and steel. 

Export prospects from India, the 
delegation feels, are promising not only 
for many consumer items but also for 
equipment and machinery required for 
the development of several medium¬ 
sized industries—besides steel, fertilizers 
and chemicals—which the west Asian 
nations might prefer to go in for. 

The image of India as a country which 
can technically assist west Asia, the dele¬ 
gation thinks, has improved a great deal 
in the recent past. This should augur 
well for Indo-west Asian economic co¬ 
operation. 

* * 

The bright prospects of Indo-west 
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Asian collaboration in industrial ventures 
as well as trade have also been confirmed 
by the Saudi Arabian minister for Petro¬ 
leum, Sheikh Ahmad Zaki Yamani who 
was here last week on a state visit. The 
Sheikh disclosed that his country was 
very much interested in setting up ferti¬ 
lizers, chemicals and drugs manufacturing 
units. India could render a good deal of 
technical assistance in these fields. 

The establishment of an fndo-Saudi 
Arabian Joint Commission has been pro¬ 
posed during Sheikh Yamani’s visit. One 
of his colleagues, the state minister for 
Planning, is expected to visit New Delhi 
later this month to sign an agreement in 
this regard. The joint commission would 
identify and implement specific joint 
ventures. 

Sheikh Yamani, however, ruled out 
the possibility by supplyingSaudi Arabian 
oil to developing countries like ours at 
concessional prices. He as well did not 
favour oil exports on deferred payment 
basis. His country, he stressed, would 
sell oil only for hard cash at market 
prices. The developing countries, however, 
could be assisted, through provision of 
long-term loans on soft terms out of a 
development fund which had been set up 
by Saudi Arabia out of the surpluses 
available from oil exports. Sheikh Yamani 
expressed the view that for countries such 
as India it would make little difference 
whether aid was given for oil imports or 
for setting up new projects. He disclosed 
that India had not made any request for 
an increase in oil supplies from Saudi 
Arabia, 

The Saudi Arabian minister reiterated 
that his country would resist further in¬ 
crease in the oil prices for this might 
aggravate global recessionary tendencies 
to combat which such countries as the 
United States and the Federal Republic 
of Germany are adopting reflationery 
measures. 

The Sheikh also expressed himself 
against a conference on oil between the 
OPEC and the other developing countries. 
He thought that all developing countries, 
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including oil producers, should stand 
together to face the indtistriafsed nations. 
He favoured : a tripartite conference in 
which not only oil but also all raw mate¬ 
rials should be discussed along with such 
subjects as transfer of technology, transfer 
of real resources and the world monetary 
system. 

Another important disclosure made by 
Sheikh Yamani was that his country did 
not favour assisting the setting up of oil 
refineries abroad. It wanted to have its 
own refineries so that more and more 
petroleum could be exported instead of 
crude oil. 

* * 

Addressing the Consultative Com¬ 
mittee of Parliament attached to his 
ministry, the union minister for Finance, 
Mr C. Subramaniam, indicated this week 
that his budget this year would attempt 
at channeling scarce resources into “prio¬ 
rity areas'* and giving push to the eco¬ 
nomy in certain important directions. 
With the budget only a couple of weeks 
away, he obviously could not dwell at 
any length on the directions he wanted 
to give to the economy. He only add¬ 
ed that certain imbalances that had crept 


into the economy in the recent past 
would be corrected to the extent pos¬ 
sible. 

Mt Subramaniam conceded that re¬ 
cessionary tendencies were there in some 
sectors of the economy, but he expressed 
the view that the overall performance 
was not that bad as made out by cer¬ 
tain circles. The heavy industries sector, 
particularly the heavy electrical equip¬ 
ment manufacturing industries, he poin- 
ed out, had shown a substantial improve¬ 
ment. The-output of the other public 
sector industries too had registered a 
rise of ahout 12.5 per cent over the last 
two years. Steel output was also look¬ 
ing up. The overall industrial produc¬ 
tion as well had started picking up. He 
hoped that this improvement would be 
maintained next year. 

The Finance minister revealed that 
a working group of his ministry was cur¬ 
rently examining the question of legislation 
to enable the government to confiscate 
the properties of smugglers. This legis¬ 
lation would be brought before Parliament 
after a thorough legal examination so 
that it could stand all judicial scrutiny. 
Mr Subramaniam denied that there had 
been any slackening of the tempo of anti- 


smuggliitg operations, Th$$e operations, 
he said. Would be continued ruthlessly. 
He, however, admitted that some smugg¬ 
lers were probably regrouping themselves. 
He justified the resort to preventive deten¬ 
tion of smugglers on the ground that there 
was not sufficient evidence to prove the 
guilt of the persons concerned. 

The drawing up of the next year’s 
budget, indeed, is going to be an ardonus 
task, for despite the measures taken to 
contain the budgetary deficit within the 
original estimate of R$ 126 crores, the 
current year’s revised estimates of receipts 
and expenditure are expected to show 
considerable imbalance. Indications are 
that the deficit may exceed Rs 500 crores. 
If developmental expenditure next year— 
the second year of the current five-year 
Plan—is to be kept up reasonably high, 
a substantial effort at mobilisation of re¬ 
sources will be necessary. It remains 
to be seen how the Finance minister 
would mobilise additional resources for 
development without giving push to 
prices. The expectations of a good rabi 
crop, of course, should stand him in good 
stead in drawing up the next year’s 
budget, for it will be having a salutary 
effect on the priccline. 
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Facts and illusions 


( HAVE often wondered why these ad¬ 
dresses are called keynote addresses. 
Being prone to seek accuracy, I have 
thought that the keynote address seeks 
to bring out one or two points, strictly 
speaking only one, around which discus¬ 
sions could be concentrated. 

In that sense, 1 have sought to ident¬ 
ify the key and, if t have understood 
right, the suggestion made is that exces¬ 
sive growth in conditions of inflation 
have shifted the terms of trade very much 
in favour of the industrialised count¬ 
ries. and that what We have seen recently 
is a necessary corrective process. Stated 
in this way, there can be very little cause 
for disagreement. But, when a disease 
has been diagnosed and its nature deter¬ 
mined, then we proceed to take the re¬ 
medies. There are all kinds of remedies 
— gentle ones which may or may not be 
effective but not too unpleasant, and 
pretty violent ones; and sometimes the 
violent ones like using the methods of 
operation may even cost a surgical shock. 

historical process 

Now, if you look at the historical 
process, you can easily admit that the cor¬ 
rective process has begun in a particular 
way, that is, through an increase in the 
price of oil, which is one of the most im¬ 
portant primary materials in the world, 
primary scarce material, and on present 
knowledge with inexhaustible resources. 
This process, however, as it can be seen, 
cannot be confined to oil. The same logic 
would require a readjustment of prices, 
which has been set in train by this shock 
action. Appropriate weight has to be 
given to this and, if you do not give it, 
they will give themselves, not only to oil 
but to many other similar materials, thought 
in terms of magnitude they may not be 
anything like oil 

Therefore, the major problem here to¬ 
day is a further readjustment of prices, of 
relative prices. The readjustment of re¬ 
lative prices in the economic systems of 
the world, organised as they are today, 
means massive transfer of resources, and 
the problems are accentuated because in 
this process of matching transfer, the 
facts are mixed with illusions. I mean 
there is a great deal of what we Indians cull 
MAYA thrown over the whole industry. 



The Second Internetlonel Seminar 
of Economic Journaliste was held 
in the capital from January 22 to 
January 28. We reproduced the 
viewe of some of the participate 
in our issues dated January 31 
and February 7. This is the last 

instalment in the series. 

V... . J 

This may sound a bit mysterious and I shall 
try to illustrate that. 

What is happening today or would al¬ 
ways happen as a result of adjustments is 
not merely actual transfer of resources. 
Very much more than that is the transfer 
of the power to make future transfers of 
resources. In other words, take a simple 
present case itself. What has massively 
accrued to the oil producing countries in 
a remarkably short period is an enormous 
amount of purchasing power. This pur¬ 
chasing power represents claims against 
the rest of the world, claims which are 
not meant to be enforced right away, and 
which cannot just be enforced. 

In simple language, the importing 
capacity of the producers is fast 
accumulating the vast resources in 
the shortest period, within a a very 
limited period. I am not alleging 
that they should not accumulate these 
rights. But the rights accumulated, I 
stress, cannot be exercised now and these 
rights to remain rights or the value of 
these rights not to be eroded in future de¬ 
pends very much on a continuance of a 
suitable world system. The future transfer 
of resources under these claims can mate¬ 
rialise only with consent. The his¬ 
tory of the world has shown in the past, 
in the recent part and may be in the future, 
that all claims are not always honoured in 
the same way. Of course, there have been 
very few instances in history where these 
claims have bem totally eroded. But there 
are hundreds of ways in which the exercise 
of these claims has been limited, post¬ 
poned, regulated. 

In the trend of these important happen¬ 
ings, the problem to face is how the exer¬ 
cise of these claims caaJbe ordered in such 
a way that the future transfer of resources 
becomes beneficial to the world a$ a whole, 
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and in particular to those who have accu¬ 
mulated those resources and will conti¬ 
nue to do so. 

Here, talking for, in particular, de¬ 
veloped countries, I would suggest, not 
cynically but seriously, that talcing the 
world, as it is, it would be a matter of pru¬ 
dence and common sense on the part of 
all oil exporting countries to spread 
their claims wide so that the chances of 
their being eroded by various kinds of 
nationalist actions are diminished. I am 
sure that the OPEC which have shown so 
far not only toughness but also consider¬ 
able amount of farsight and sophistica¬ 
tion in the management of their affairs 
will appreciate this point very much. 

understandable reactions 

That this should have caused many 
reactions and many unpleasant reactions 
in other countries is understandable. 
That oil prices have contributed only in 
a small measure to the inflation in the 
industrial countries has been emphasised 
by Mr Ahmed Kouross, deputy minis¬ 
ter, Economy, government of Iran — I 
would submit that alone is not perhaps 
a full measure. Inflation has been there 
and there is no sign of inflation abating 
yet. But the earlier point you (Mr Ahmed 
Kouross) made in my view is far more 
appropriate, which is, the basic cause 
has been the attempt deliberately or semt- 
unconsciously of the industrial countries 
to grow and to sustain a high standard 
of living, which cannot be maintained with 
the production they have or they can 
have. 

Now, there is no doubt whatever that 
today many Western countries are faced 
directly or indirectly with some reduction 
in their standard of living. In a few count¬ 
ries in Europe, it is already evident. Now, 
the transfer of resources, and adjust¬ 
ment towards the new world order 
are all concepts and phrases and they 
cannot get over the fact that the 
standard of life in those highly developed 
countries is threatened. Not that we in the 
rest of the world are inclined to shed too 
many tears ever it; that is a different mat¬ 
ter. To us the greater concern is that even 
in this age the standard of life in the 
greater part of the world has not risen. 
One of the unfortunate, fortuitous or not 
is too early to say, effects of vast changes 
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which have been taking place is that this 
process of readjustment hurls developing 
countries even more than the developed 
countries. This need not necessarily be 
so. How to bring about changes in in¬ 
dustrial relations, which would enable the 
developing countries not to be sacrificed 
in the battle between the old rich and the 
new rich is a problem really which domi¬ 
nates most of the world. 

Here again, a certain new phenomenon, 
l would, not say new phenomenon. 


certain things which have been there but 
which have not been quite seen and appre¬ 
ciated is this: we luihp all industrialised 
countries together and we lump all 
developing countries together. But there 
are all kinds of differences in both the 
groups. For instance, in bur own country, 
in India, if you take the per capita income 
and such like economic measurement, we 
are probably among the lowest, practically 
near the bottom. On the other hand, in the 
organisation of our society, in our mental 
outlook and all that, including our human 


IHHITS «mnw) 

infrastructure, l would say we have many 
of the characteristics of developed count¬ 
ries, Therefore, we can have a sort of four- 
way classification — developed as wall as 
rich, rich but not necessarily very much 
developed, developed and poor, and poor 
and undeveloped, and there are many 
many combinations. To find ways of 
establishing a new international order 
which is by and large, in positive terms, in 
the interest of development, is going to 
be a major problem, which we have 
to face. 


ADB and rural development 

Dr Perry Chang 


Here I would like to say just a few 
words about the economic conditions 
in the developing member countries 
of the Asian Development Bank (ADB) 
as a whole and also to take this opportu¬ 
nity to report to you briefly the Bank's 
operations during 1974. As wo all know, 
during the past year, the developing mem¬ 
ber countries of the Bank were generally 
affected by the unfavourable develop¬ 
ments in the world economy. Most 
countries experienced a substantially 
lower rate of growth as compared with 
that in the previous years. Moreover, 
development efforts were generally weake¬ 
ned by mounting inflation and increasing 
balance of payments difficulties. The 
world-wide shortages of food and ferti¬ 
lizers and, also serious crop failures in 
several countries aggravated the situation. 
These developments have brought un¬ 
precedented pressures on the resources of 
most of the developing member countries 
and have made their task of improving the 
economic and social conditions of the 
majority of the people more difficult. 

satisfactory growth 

During the 1%0's and early 1970’s, 
the real growth in Gross National Pro¬ 
duct (GNP), of developing member count¬ 
ries was generally satisfactory and in 
several countries, the annual targets of 
five and six pet cent suggested by the 
United Nations for the first and second 
Development Decade respectively were 
met. In some developing member countr¬ 
ies, the growth rale was among the highest 
in the developing world. However, this 
trend was reversed in 1974. Preliminary 
estimates indicate that the growth in the 
GNP in 1974 for most of the developing 
countries was below half that achieved in 


1972. Also, there were indications that in 
several developing member countries, 
the growth rate was negligible or nega¬ 
tive. 

The reversal m the growth trend in the 
region was closely related to the world¬ 
wide contraction in economic activities. 
The Organization of Economic Co¬ 
operation and Development (OECD) has 
estimated that the average rate of growth 
of seven major industrial countries is 
expected to be 0.5 per cent in 1974 as com¬ 
pared with 6.5 per cent in 1973 and 5.8 per 
cent in 1972. The total foreign trade of 
the OECD countries, which are major 
markets for the developing countries in 
the region, is estimated to have increased 
at a slower rate in 1974 than in 1973, 
even at higher prices for both exports 
and imports. 

upswing in prices 

The slowdown in economic activities in 
the industrially advanced countries ap¬ 
pears to have contributed significantly 
to the unsatisfactory performance of the 
region's economy. The upswing in 
prices of primary commodities which star¬ 
ted in 1972 had reached peak levels in 
about the middle of 1974. Except for a 
few commodities such as sugar, palm oil 
and jute, which are still in short supply, 
the prices of other primary commodities 
are on the decline. Considering that these 
commodities constitute a major portion 
of the exports of many developing mem¬ 
ber countries, the downturn in prices has 
resulted in the decline of economic growth 
in these countries. 

* 

The slowdown of the world eennomy 
has also reduced the demand for manufac¬ 


tured exports from the region. Even 
though industrial production still comp¬ 
rised a relatively small portion of the total 
output of the develop.ng member count¬ 
ries as a whole, the share of manufactured 
products in the total exports of many 
countries has been generally increasing 
since the early 1960s. In recent years, it 
reached between 40 to nearly 100 per cent 
in seven developing member countries. 
With the general decrease in the demand 
for such exports, the economic slowdown 
was transmitted to many developing 
member countries, especially those 
which have depended mainly on export 
oriented industrial development for eco¬ 
nomic growth. 

food production affected 

In several developing member count¬ 
ries, besides shortages and high prices 
of fuel and fertilizers, food production 
was also affected by natural disasters. 
Although there was a moderate increase 
in rice output in some developing member 
countries, some of the most densely 
populated and traditional rice-exporting 
countries experienced reductions in the 
production of rice and wheat. Consider¬ 
ing that agricultural production h an 
important part of the national product 
of these countries, crop failures also 
contributed to the slowdown in the re¬ 
gion’s economy. 

While the above factors affected the 
economic growth of most developing mem¬ 
ber countries, the situation was aggra¬ 
vated by mounting inflation and by high 
prices of fuel. These developments have 
prompted virtually all developing member 
countries to adopt stringent anti-inflation* 
ary policies and fuel conservation mea- 
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sures. Although such policies and mea¬ 
sures had varying success, they also gene¬ 
rally resulted in the reduction of both 
public and private investment in real 
terms. 

The decline in the economy of develop¬ 
ing member countries was accompanied 
by inflation throughout the year. Preli¬ 
minary estimates suggest that the con¬ 
sumer price index m most developing 
member countries rose by 5 to 40 per cent, 
compared with an estimated average of 14 
per cent in the major industrial countries. 
This increase was also considerably higher 
than that in 1973, which generally ranged 
between 10 and 30 per cent. 

As a result of these unfavourable de¬ 
velopments, most developing member 
countries faced an unprecedented in¬ 
crease in their trade deficit, which aggrava¬ 
ted their balance of payments difficulties. 
It is estimated that the total trade deficit 
of the developing member count¬ 
ries of the Bank amounted to about US 
$10 billion in 1974, which was five billion 
dollars higher than the preceding year. 

inflow of capital 

Historically, the trade deficits of the de¬ 
veloping member countries have been 
offset largely by the inflow of long-term 
capital and transfers from the developed 
countries, which amounted to about US 
$4 billion in recent years. With the de¬ 
veloped countries generally facing serious 
economic problems of their own, it is 
unlikely that this amount could have 
been increased substantially. Although 
some new facilities, such as the IMF oil 
facility and the UN Special Operations 
were created to help mitigate these diffi¬ 
culties, and some oil exporting countries 
have begun to show interest in the region, 
many developing member countries had 
to resort to borrowing at very high inte¬ 
rest rates on rather short term. Accord¬ 
ing to recent UN classification, six of the 
developing member countries of the Bank 
have been classified as the most seriously 
affected countries. In fact, many other 
countries are facing a similar situation. 

The outstanding public external debt 
of the developing member countries as a 
whole had already reached about US 
$35 billion by the end of 1973, which was 
US $ 2.5 billion higher than in the pre¬ 
ceding year, Corresondingly, the debt 
service payments increased from about 
US $1.8 billion to about US 12.2 billion. 
Considering the greater need to borrow 
as a result of increased trade deficits, not 


only are debt service payments expected 
to increase at higher rates in the affected 
developing member countries as a 
whole, but creditworthiness may well 
become a problem in same of the most 
seriously affected countries. 

While the Bank recognizes the gravity 
of the situation and would be willing to 
support, as far as practicable, international 
efforts to mobilize such funds, it does not 
have the resources, nor the mandate, 
to provide balance of payments 
support which the world economic situa¬ 
tion calls for. However, in response to 
development in the international economy 
and the impact of these on its developing 
member countries, the Bank instituted im¬ 
portant changes in its operating policies 
during 1974. 

standardised terms 

The terms of Bank loans from its 
Social Funds resources were standardized 
and further softened during the year. The 
financing of local currency expenditure 
with foreign exchange resources has 
been initiated. In addition, financing of 
interest and other charges during the 
period of construction of a project under 
ordinary loans has been liberalized. How¬ 
ever, due to the increasing cost of borrow¬ 
ing, the Bank's lending rate from its ordi¬ 
nary resources was increased from 7.5 
per cent to 8.25 por cent on September 3, 
1974. 

In order to meet its developing mem¬ 
bers' growing needs for external resources, 
the Bank has continued to seek to en¬ 
large its financial base. During 1974, the 
Asian Development Fund came into effect 
when US $236.92 million were pledged to 
the Fund by ten developed member coun¬ 
tries. This represents a portion of the total 
of US $525 million, which is required 
to finance the Bank’s concessional lending 
operations up to December 1975. 

The Bank has been exploring the possi¬ 
bility of borrowing from oil-producing 
countries. A bond issue Was made in 
Kuwait in April 1974 for five million 
Kuwait dinars (about US $16.9 million) 
at 7.5 per cent. Continuous efforts arc 
being made to borrow from these 
countries in their national currencies 
as well as in international currencies. 
Apart from this approach to new sources, 
the first borrowing from the Export-Im¬ 
port Bank of Japan Was also made in 
April 1974 for 7.5 Wilton yen (about US 
$25.2 million) at 7.2$ per cent per annum. 
The Bank will coatimitt to explore the 
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possibilities of borrowing at reasonable 
rates from all sources. 

The Bank's lending has been increasing 
steadily. In 1974, loan approvals totalled 
about US $547.6 million as compared 
with US$421.4 million in 1973 — an in¬ 
crease of about 30 psr cent. Although part 
of the increase may be attributed to price 
inflation, the growth in Bank lending is 
real. At the end of 1974 cumulative Bank 
lending totalled about US $1.9 billion. 

The share of Bank loans extended to the 
agriculture and irrigation sectors Was 24.5 
per cent of the total as compared with 11.2 
per cent in 1973 and 13.2 par cent during 
1968-1972. In addition, about 22 per cent 
in value of the Bank's technical assistance 
during the year was given to these sectors 
and is litoriy to lead to more projects to be 
financed by the Bank in the future. In the 
meantime, Bank lending to the industrial 
sector (not including loan to national de¬ 
velopment banks) has increased greatly 
during the year; its share was about 19 per 
cent of the total, compared with less than 10 
per cent in the preceding years. The main 
reason for this increase is that as a part 
of its response to the changing economic 
conditions, the Bank has undertaken financ¬ 
ing for the development of local energy 
resources, such natural gas, *for indus¬ 
trial use. 

infrastructure loans 

With the lending to agricultural and 
industrial sectors on the increase, the share 
of Bank's lendings for infrastructural de¬ 
velopment declined during the year; 14,9 
par cent for transport and communica¬ 
tion and 14 per cent for p ower as compar¬ 
ed with 29 per cent and 22 por cent res¬ 
pectively in 1973, However, the amount 
of loans extended to these sectors was still 
very substantial, and due to the basic need 
for such facilities, it is likely that the 
Bank's lending to these sectors will remain 
at a high level in the years to come. In this 
connection, it may be noted that the Bank 
has paid, and will continue to pay, special 
attention to the development of hydro- 
power. In 1974, practically all of its lend¬ 
ing to the power sector was related to 
hydro-power development rather than the 
thermal generating plants of previous 
years. 

While the Bank's operations during 
1974 reflect, to a certain extent, the chang¬ 
ing economic conditions of the time, no 
efforts have been spared to improve upon 
the long-run impact of its various activi¬ 
ties. In this regard, it is of particular inte¬ 
rest to note that the Bank has put much 
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more emphasis on integrated rural de¬ 
velopment which aims not only at increas¬ 
ing productivity of the rural populace, but 
also at providing education facilities, 
health, housing, and a more equitable pat¬ 
tern of income distribution. 

In addition, the Bank has made efforts 
to ensure that its operations will contri¬ 
bute, as much as practicable, to the well¬ 
being of the great majority of people. For 
instance, the Bank has been more than 
willing to incorporate any land reform 
features in an agricultural project pro¬ 
vided it is agreed upon by the government 
concerned. U has also encouraged the 
provision of water, power and other 


amenities to the lower income groups at 
reduced rates, or even free of charge, pro¬ 
vided that the basic design of the facilities 
meets with the minimum standard in the 
Asian context. All t hese are reflected, when 
appropriate, in the formulation of Bank- 
assisted projects. 

The Bank has also endeavoured to ex¬ 
tend its activities to what is generally re¬ 
garded a “social sectors". In this regard, 
a moderate beginning has been made in the 
education sector, with special emphasis 
on vocational education. Even though the 
scope of Bank's operations in this sector 
is still limited, a number of preparatory 
technical assistance projects initiated dur- 
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ing the year arc likely fo lead to more acti¬ 
vities in the future. In addition, the possi¬ 
bilities for the Bank to enter into other 
fields, such as health, population control, 
housing and urban development, are un¬ 
der careful study. 

Tire uncertainties in the international 
economic scene have compounded the diffi¬ 
culties faced by the developing countries 
and threaten to frustrate development 
efforts. In the context of its available 
resources, and through closer internation¬ 
al cooperation, the Bank is committed to 
playing i‘s pait in helping its developing 
member-countries overcome these difficul¬ 
ties. 


Resources for 

Or Roger Polgar development 


I am very pleased to have the opportunity 
of making a few remarks on the subject 
of resources for development. This is, 
of course, a subject that has tong occu¬ 
pied those of us concerned with econo¬ 
mic growth. However, 1 would like to state 
clearly that these remarks will be made not 
in my capacity as Resident Representative 
of the United Nations Development Pro¬ 
gramme, but as Roger Polgar, even if 1 
have benefitted myself through my pro¬ 
fessional experience of years of service 
with the UN system. I would also apolo¬ 
gise if my lecture is not at the expected 
level. 1 did not have cnoug h time to pre¬ 
pare properly to speak to such a distin¬ 
guished gathering. Also I may repeat 
things which have been said before by the 
previous speakers as I Was not able to 
attend the preceding discussions. 


Now that these matters are out of the 
way, let us turn to the problem of develop¬ 
ment. There are fashions in development 
as in everything else and in the days be¬ 
fore population, unemployment and ap¬ 
propriate technology became the panaceas 
for the skills of mankind, savings, invest¬ 
ment, foreign exchange and other re¬ 
source conlratms were the stock in trade 
of development economists. Development, 
for all practical purposes, was resources 
and not much else. 

In recent years, the problems of the 


lax base, of resource mobilisation and re¬ 
source exploitation have taken second 
place to the glossier subjects. But now 
resource constraints have made a come¬ 
back. On the one hand the Club of Rome 
and the UN Environment Conference 
have reminded us that physical resources 
are finite and that one day, apparently 
sooner rather than later, we will run out 
of raw materials. To give you a scientific 
estimate, the following are the reserves 
of some minerals which will be depleted 
in two or three decades at today's rate 
of consumption unless science and tech¬ 
nology make new breakthrough : 


Zinc 

20 years 

Lead 

?5 years 

Tin 

30 years 

Petroleum 

30 years 

Copper 

35 years 

Uranium 

35 years 


We should take into account that 
consumption increases not only because 
the population of the world increases, but 
also because due to economic growth indi¬ 
vidual consumption increases'. 

It is well known that the United 
States of American having about 6 per 
cent of the world population jeonsumes 30 
per cent of world's total energy. It should 
bp obvious that it is impossible to expect 


that every single person in the world 
could have the same standard of living 
as the present standard of living of 
American citizen. The resources that 
are at our disposal arc just not enough. 
It is about the same in all compart¬ 
ments of what is considered as neces¬ 
sary by American individuals for 
their present standard of living. 

On the one hand the developing coun¬ 
tries are demanding a larger share of the 
world resources on the ground of justice, 
on the other hand, the resources at 
our disposal are not enough to give 
to everybody the expected standard 
of living at Least at the western civilisation 
level and 1 am afraid that the western 
civilizations arc not prepared to accept a 
decrease on what they are now accustom¬ 
ed to. In fact, what is at stake is the qua¬ 
lity of life and through that the type of 
civilisation wc have to aim at in the 
future. 


The so-called oil crisis has shaken the 
western civilisation, but unfortunately 
not enough for the governments concern¬ 
ed to run the political risk of informing 
clearly their own population about the 
possible collapse of the type of civilisation 
they are accustomed to. It is not enough 
to speak about other sources of energy 
not only because it will take time to de¬ 
velop a replacement source to compensate 
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for the lack of oil, but also because oil 
is a Very easy source of energy to use. 
You can imagine a car using petrol but a 
Oar using electricity is much more cumber¬ 
some and cannot run very far. Further¬ 
more scientists have already warned that 
a large increase of energy consumption 
may pose severe threats to the world. We 
have to think about the heat dissipation 
which may transform our type of climate. 
Life has rather narrow limits of range. 

Also there are the various problems of 

K llution — chemical and other types. 

i increase in the atmosphere of dust 
content may also change the climate and 
j would like to remind you of the recent 
discussion about the use of aerosols in the 
USA with the fear that the ozone layer 
which protects us from ultra-violet rays 
from the sun may be dissolved. So while 


many people are concerned with the day 
to day problems of survival because they 
have not enough to eat or because they are 
sick, Ipresonally feel that we have to take 
also the long run problems into considera¬ 
tion. What we do now may have disas¬ 
trous consequences in the years to come. 
Fortunately, we are better equipped to 
foresee the consequences of our act. 
Nevertheless we will have to face one day 
or the other the problem of changing our 
civilization. For instance, scientists in 
the USA are studying the consequences 
of increasing the superficy used for agri¬ 
cultural purposes in their own country. 
The new areas developed for agricultural 
purposes are marginal soils, but the crops 
they produce are necessary to feed the 
world and the techniques used for those 
lands are the same ones as for the other 
lands with the result that in a few years 
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they are exhausted and the land bet imes 
a desert. We have seen a similar problem 
in the Sahel belt. 

However, the present situation of the 
world divided into ^haves’* and “have 
nets’* cannot continue for long. There¬ 
fore, we will have to reach either a dange¬ 
rous crisis between the “haves** and the 
“have nots” or, in it is my personal hope, 
a common agreement for sharing the limi¬ 
ted resources of the world. Probably both 
sides will have to make accommodation 
to their population and their needs. Pro¬ 
bably the “have nots” may have to te- 
duce their population growth and the 
“haves” will have to reduce their standard 
of living. In both cases it will not be easy, 
but it is probably the only way We can 
foresee a continuation of humanity on 
earth with the technology at hand. 


Opportunities for 

developing countries 


I would limit myself to some specific 
issues arising from the large accumula¬ 
tion of resources in the hands of the 
oil exporting countries amounting to 
nearly * <50 billion a year, $ 40 billion 
from developed and 3 20 billion from 
developing countries. This redistribu¬ 
tion of world resources has naturally 
caused considerable imbalance. In the 
developed countries a recessionary pro¬ 
cess is under way and it is not surprising 
that many of them have started grumb¬ 
ling, complaining, accusing and even 
threatening. I suggest that one should 
look at the issue in a world pers¬ 
pective rather than from any group 
interests. 

The immediate problem created by the 
hike in oil prices is the sudden imbalance 
in external payments position of a number 
of countries. This problem has received 
world attention and efforts are being made 
to meet it at least partly. 

The International Monetary Fund has 
set up an ‘oil facility' to assist members in 
meeting the initial impact of the high oil 
cost. Various major oil exporters includ¬ 
ing Aba Dhabi, Iran, Kuwait, Libyan 
Arab Republic, Oman, Saudi Arabia and 
Venezuela, have extended cooperation in 

lastegHBObNoian 


the financing of this facility which started 
with an initial fund of about SDR 3 bil¬ 
lion. Recent reports from Washington 
indicate that the oil facility in 1975 will 
be raised to SDR 5 billion. This is, no 
doubt, good as far as it goes, but you will 
all agree that this does not really go far 
enough. The basic imbalance which hits 
been created as a result of the price hike 
and the diversion of resources has to be 
corrected in a more significant way so that 
international harmony is not jeopar¬ 
dized. 

Before 1 express any view about what has 
usually been described as re-cycling of 
petro-funds, I would like to emphasize that 
these funds are not really in the possession 
of the oil exporting countries. A petro¬ 
dollar or a petro-pound is just as much 
a book-keeping entry as a Huto-doUar is. 
All that happens is that the dollar or the 
sterling funds are transferred from one 
account to another in commercial banks 
in USA, Britain and other European 
countries. Thete is only a change in owner¬ 
ship of bank deposits and not a depletion 
of deposits as is sometimes the impression. 
The funds are not taken out of the oil 
importing countries of America or Europe. 
The funds are very much there. 

In fact, this very situation creates anxiety 


both for the oil importing countries which 
arc holding the petro-dollars or the petro- 
Pounds and for the oil exporting countries 
which do not have these funds in their 
possession. Saudi Arabia has invested 
4 13 billion in the United States. The 
state of Kuwait has supported the price 
of sterling by allowing £ 3 billion to 
remain denominated in sterling. Switzer¬ 
land has had an inflow of $ 7 billion from 
petro-funds. Undoubtedly, the sums are 
large and any major operation can 
cause vast economic and currency prob¬ 
lems. 

The fear on the part of the oil 
importing devetopsd countries is that 
such transfer may take place any time 
and put their currencies under great strain. 
You may recall that about two or three 
months back a mere rumour that the oil 
exporting countries were switching their 
funds from UK to other European count¬ 
ries caused the value of the pound to fall 
in a very dramatic manner. When such 
a rumour becomes a fact, you can well 
imagine how seriously the currency values 
will be upset. The oil exporting countries 
may also be under the fear that any large 
transfer of petro-funds may evoke un¬ 
sympathetic response from the developed 
oil importing countries which are now in 
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possession of the petro-funds, They may 
hesitate; they may regulate the rate of 
outflow or they may put hurdles in the 
way of transfer. The Arabs may be put 
completely at the mercy of the oil import- 
ng developed countries who are in physi¬ 
cal possession of the fund. 

These fears on cither side may be real 
or exaggerated. But the fact is that vast 
amounts of money arc under the owner¬ 
ship of the oil exporting countries who are 
not in a position to use them for their 
indigenous development. The scope for 
immediate large scale industrial invest¬ 
ment in most of the oil exporting countries 
of the middle east is not unlimited in view 
of the non-development of other sectors of 
the economy and the extreme paucity of 
men and materials. Even when all the 
investments that can be thought of are 
made in the oil exporting countries, there 
will still be a massive amount that could 
and must be put to use. Sheikh Yamani 
has described thisin the following words; 

“The real solution to surplus funds lies 
in properly channelling them out into 
world investment opportunity on a long¬ 
term basis* spread over as many areas 
as possible.” 

the correct choice 

Obviously, the choice that is available 
is whether the funds should be invested 
in major industrialised countries as they 
are indeed today or whether they should 
be used differently. The latter would im¬ 
ply diversion of these funds for rapid pro¬ 
gress of the less developed countries. I 
think it stands to reason that the second 
choice is preferable from many angles. 
It will reduce imbalances in the world 
economic system ami bring the developed 
and 1 developing countries closer together. 
Even from the point of world growth, in¬ 
vestment in less developed countries would 
be more productive because the opportu¬ 
nities for productive use of capital are far 
immense. Also from the point of the oil 
exporting countries diversion of funds to 
developing countries could mean a Higher 
rate of return and greater commitment of 
funds in capital assets. I have, therefore, 
no doubt at all in my mind that a vast 
and quick upsurge in the economies of 
developing countries could be brought 
about without in any way affecting the 
interest of the oil exporting countries if 
closer economic relations are built bet¬ 
ween developing countries and the oil 
exporting countries which were, until re¬ 
cently, developing countries themselves. 

Proceeding on this basis, a point which 
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lias to be considered is how this re-direc¬ 
tion of petro-funds can be achieved. That 
is to say, what type of institutional arran¬ 
gements will have to be made to ensure 
that the funds are secure and ore used 
productively by the developing countries. 
Three possibilities can be mentioned: First 
there can be a direct government to 
government loan from oil exporting coun¬ 
tries to developing countries. Second, 
the oij exporting countries can make 
separate institutional arrangements of 
their own for transferring resources from 
the industrialised countries and channel¬ 
ing them to the developing countries. 
Third, the oil exporting countries can 
make use of the existing institutional faci¬ 
lities such as the World Bank, IMF and 
the IDA to funnel these sources to the 
developing countries. Each of these arran¬ 
gement had its own merits and demerits. 

non-economic considerations 

Official loans are often influenced by 
non-economic considerations and, there¬ 
fore, do not always ensure a proper 
lender-borrower relationship, It may 
be possible for the oil exporting 
countries to devise a new institution 
which can be run on the lines of a 
development bank. But this arrangement 
will, however, take some time before it 
fructifies and starts giving results. The 
best alternative, therefore, is to put the 
resources at the disposal of the World 
Bank and its associates for being passed 
on to the developing countries to support 
their development programme. Being 
international in character the security of 
the funds is assured. Having the exper¬ 
tise, these institutions can ensure alloca¬ 
tion of resources for productive use. 
The same factor will guarantee repay¬ 
ment of loans in time and according to 
schedule. 

While it is desirable that the petro-funds 
are used by developing countries to finance 
their development programmes it would 
also be worthwhile to give some thought 
as to the areas where these funds can be 
most productively invested. I would 
say that in India the scope for investment 
is immense and would cover both, public 
sector programmes in the field of electri¬ 
city generation, transport, heavy machi¬ 
nery etc. and private sector industries such 
as engineering, cement, paper, steel, petro¬ 
chemicals, electronics and so on. These 
industries can be developed as joint ven¬ 
tures between Indian businessmen and 
their counterparts in the west Asian coun¬ 
tries. The joint ventures can be based on 
partial or complete capital participation 
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by the oil exporting countries and techni¬ 
cal and management know-how from 
India which has been fairly well developed 
in the past 25 years. Probably some of you 
may not know that we have already started 
investing abroad and about 167 projects 
have either been completed or are under 
implementation in 19 countries including 
the UK, Germany and Canada. You will, 
therefore, appreciate that India has the 
capacity and. scope to utilise the petro- 
funds on a large scale. 

I am no doubt aware that the inflow of 
petro-funds on a large scale would not be 
feasible or the ftinds would not be most 
productively utilised if our policy frame 
is not suitably changed. I believe that 
there will have be fur greater degree 
of flexibility wilh regard to the form of 
organisation. India has considerable 
experience of foreign investment. But the 
type of association that the oil exporting 
countries, which will mostly be from 
west Asia, will like to have will be diffe¬ 
rent. The foreign investment so far had 
come from developed industrialised coun¬ 
tries and was sought mainly for the sake 
of techinical know-how. But the associa¬ 
tion of the middle east countries will be 
primarily for utilisation of financial 
resources in a manner that would be of 
mutual advantage. 

policy constraint 

To promote such type of foreign parti¬ 
cipation the policy constraint imposed 
by the Indian government will have to 
be modified in a very substantial way. 
I hope there will be no psychological 
or economic obstacles to this desired 
change because the countries of the 
middle-easi not only belonged, until 
recently, to the developing world but 
also because they arc far different from 
the metropolitan powers. The foreign 
investment policy was consciously or un¬ 
consciously fashioned to prevent intru- 
rusion of the erstwhile imperial nations in 
ihe economic affairs of developing coun¬ 
tries. That barrier does not exist in the 
case of the oil rich countries. India has 
very friendly relations with most of the oil 
exporting countries and closer commercial 
cooperation between them can be very 
easily forged. 

The United Nations had adopted a 
Resolution at the beginning of this decade 
to the effect that the developed countries 
will transfer resources to the extent of one 
per cent of their GNP. This target was 
never reached. In 1973 the total flow of re¬ 
sources from DAC countries was $22.8 bil¬ 
lion about 0.73 per cent of their GNP, It 
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will be tragic if this flow is slowed down 
on the ground that the developed count* 
ries are up against problems following the 
energy crisis. All the same it will not be 
unreasonable to hope that the oil pricing 
policy of the oil exporting countries has 
opened up overnight vastly larger oppor¬ 
tunities for the developing countries. The 


surpluses accumuitating with the oil ex¬ 
porting countries are of a high order, 
about $ 60 billion a year. Here is a poten¬ 
tial to add to the pool and bring about 
a radical improvement in the conditions of 
the world which is today characterised by 
deep economic differences between count¬ 
ries. It is my sincere belief that the oil 


exn Drting countries will work out arrange¬ 
ments which will promote harmony among 
nations and peace in the international 
community. The patnership between de¬ 
veloping countries and the oil exporting 
countries is already beginning to take 
shapj, and I hope it will be placed on a 
permanent and on-going basis. 


The scenario for ~— 
triangular arrangements 


I think we are all agreed that the present 
crisis the World is facing is deeper and 
graver than any since World War U. It 
has brought together in an unprecedented 
coincidence the problems of lagging food 
production combined With unequal distri¬ 
bution; sharp imbalances in trade; 
a decline in real terms in development 
assistance, uncontrolled inflation and 
monetary instability and important 
changes in the relative economic position 
of some nations resulting in changes in 
international relations. The shortfalls in 
food production in 1972 and again in 1974 
and the shortages and high prices of fuel, 
fertilizers and pesticides have inflated the 
import bill of the developing countries. 
Moreover, domestic as well as interna¬ 
tionally transmitted inflaton has added a 
heavy ourden to this bill, particularly now 
that terms of trade are again turning 
against primary products. The immediate 
results of these events have been grave. 
Malnutrition and starvation in the low in¬ 
come groups is spreading and becoming a 
more extensive problem with long term 
implications on future human productivity. 
The increasing disparity in incomes and 
living standards between nations and with¬ 
in each nation itself must lead to conflicts 
and moral degradation, 

adjusting to price hike 

At the same time, while international 
cooperation is more than ever required to 
achieve economic and social development, 
the developed nations in their attempt to 
manage their payment situation, econo¬ 
mize on development assistance. The 
poorer developing countries attempt to ad¬ 
just to soaring prices of essential imports 
by curbing development investments, while 
arrangements for the systematic transfer of 


resources from the newly rich developing 
countries are still to be worked out. 

On balance, the iesources left for de¬ 
velopment do not appear adequate even 
to maintain the agricultural growth rates 
of the recent past which by themselves were 
not sufficient to piovide an adequate 
diet for all citizens of this world. There¬ 
fore, the most urgent problem relates to 
the management of the immediate crisis, 
particularly as concerns food and the key 
inputs required for increavsing agricultural 
production, that is, fertilizers, pesticides 
and energy. This must be the first con¬ 
cern in any global management strategy 
if developing countries are not to end this 
decade in a much p >orer position than they 
were a century ago. 

widespread malnutrition 

Indeed, amongst us we have now more 
than 450 million poople who are severely 
clinically milnourished, and probably 
about half the world pop alation is affected 
by some degree of malnutrition. There¬ 
fore, Whenever I have been accused of 
talking about doomsday, I have replied 
that for those millions who are starving, 
doomsday is today, here and now, even if 
emotionally or politically we are unable 
or unwilling to accept that fact. 

To make any impact on these immediate 
problems will require new approaches to 
international cooperation, for shortages of 
food and fertilizers are affecting both de¬ 
veloped and developing countries and thus 
require for their management sharing of 
inadaquate supplies as well as arrange¬ 
ments for financing of required imports. 
The need for global consultations is urgent 
if supplies are to be adeqiiately earmarked 
for the needy countries, since the present 


market mechanism for distribution is un¬ 
likely to achieve this. However, even wheat 
this is done, there will still remain the 
problem of financing of the essential im¬ 
ports needed by the developing countries. 
For example, FAO estimates that the un¬ 
covered cereal import needs of the most- 
seriously affected countries in 1974-75 
amount to at least six million tons, costing , 
around $105 billion, including freight < 
charges. International development ! 
strategy, as worked out in £he past, has , 
not included policies and actions for 
meeting such short-term emergencies. j 

special programme j 

Indeed, the special programme laun¬ 
ched by the United Nations General ! 
Assembly for emergency assistance to the i 
most seriously affected countries is, per- j 
haps, the first concerted effort in this di- j 
rection apart from relief efforts for speci- j 
fie emergencies and disasters. However, ! 
even this United Nations Emergency j 
Operation has suffered fiom inadequate j 
support, both on the bilateral and multi- I 
lateral sides. The Secretary-General of j 
the United Nations has again urged go- 
vernmcnls of traditional and new poten- ■ 
tial donor countries to contribute re- j 
sources to meet the payments gap of the ' 
most seriously affected countries in 1975, 
now estimated to be higher than the previ¬ 
ous level of $2.3 billion. FAO would 
like to add its voice to this appeal and to 
urge all countries which are in a posi¬ 
tion to do so to contribute liberally 

However, international cooperation 
lias to go much further than emergency 
assistance to deal with the present crisis. 
The future of the developing countries re¬ 
quires considerable longer-term invest- 
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sients on development projects and pro¬ 
grammes. FAO estimates that the flow of 
resources from developed to developing 
(Countries would have to increase nearly 
tour-fold within the next five years if agri¬ 
cultural production is not to lag behind 
expected population increases, at the same 
time making up seme of the shortfalls 
experienced during the last few years. 

These external assistance requirements 
are considerably greater than esti¬ 
mated or envisaged before the present 
crisis. And while the burden on the de¬ 
veloped countries could and should 
be increased, new arrangements for in¬ 
ternational economic cooperation are 
needed, including greater participation by 
the newly rich developing countries. All 
this is bitter medicine and it will require 
strong political Will power to swallow it. 
The alternatives, alas, are worse. There is, 
in the developed countries still the school 
which argues “I’m all right Jack." and 
Which hopes that resources will he suffi¬ 
cient to keep their own small prosperous 
island going at a level to which they have 
become accustomed in the fifties and 
sixties. These are the Neo Maithusians 
who can say to the other half of humanity 


that there is no room at the table for 
;hem. 

One can sympathize more with the new¬ 
ly rich who, with their own population 
still suffering low standards of living, are 
now already called upon to become major 
contributors. Yet, there is no choice, 
for islands of prosperity are strictly tem¬ 
porary and will be swamped by the seas 
of poverty surrounding them. Finally, 
some of the strongest political efforts will 
have to come from the developing count¬ 
ries themselves, for, if they fail to de¬ 
monstrate their capacity to absorb aid, 
this will be used as one of the main ex¬ 
cuses to limit the flow of assistance. In¬ 
creasing this absorptive capacity directly 
concerns domestic policies and structural 
changes in society. The highest priorities 
therefore, should be given by governments 
of developing economies to policies of re¬ 
distribution of income and the full parti¬ 
cipation of all their citizens in the develop¬ 
ment of their society. Only if they can 
prove that they are making all possible 
efforts in their own economy will their 
words carry weight when they are arguing 
these policies on a global scale. 
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I would like to conclude by emphasis 
ing the considerable scope that exists for 
increased cooperation between the oil 
exporting countries and the rest of the 
world, particularly in the form of trian¬ 
gular arrangements. In the last analysis, 
the enormously increased liquidity and 
wealth of the oil-exporting countries 
can only build security for the future if 
it leads to the maximum increase in pro¬ 
duction for which the developing countries 
appear to offer the largest. promise. 
Dr Bharat Ram, has already referred 
to the return on investments in the 
developing countries. The developed 
countries, on their side, will have to 
play their established role in the. trans¬ 
fer of resources, technology and know¬ 
how, in spite of the crisis of inflation, the 
slow-down of economic growth and rise 
of unemployment that they are facing. 
This is the scenario for triangular arrange¬ 
ments for increased international co¬ 
operation. Indeed, it is only through 
bold and imaginative arrangements for 
intensified cooperation that international 
economic relations can achieve the pattern 
that will serve the world in the fourth 
quarter of the twentieth century. 


Removing the debris 


In the realm of economics there is very 
little one can say which is new or start¬ 
ling except in a very negative sense. But 
it is often desirable in human affairs 
that if we wish to build anew we should 
remove the debris and this removal of 
debris itself might be a helpful contri¬ 
bution to designing seme new structures. 

The history of this little earth of 
ours since the er.d of World War H and 
the path which it has traversed so far 
is littered with dead and dying hopes 
and so we might as well remove them. 
Every war has been followed immediately 
thereafter by expressions of great senti¬ 
ments, great feelings. War is always a 
trauma. Wc remember that World Wat 1 
was followed by the expressions of the 
people that never again it should happen. 
But it happened. World War II was even 
more traumatic. That trauma was en¬ 
hanced to a sharp edge to something 
new which emerged in the realm of 
technology of war, about which we are 
all familiar. There were great hopes of 
world cooperation. Institutions were 
(bunded. Bui, I am su^e, even the 
4nancial writers do not write any more 


unless they are experts in writing and 
composing epitaphs to Bretton Woods. 
That is dead and gone. 

Great hopes were aroused. We talked 
about the inter-dependence of the emerg¬ 
ing world. People talked about the 
tremendous explosion in science and 
technology which has brought the world 
closer together, knitting it together. We 
talked about world unity, its inter-de¬ 
pendence, and also tried to reinforce 
that sense of inter-dependence, although 
we divided the world into the developing 
and the developed, and in France they 
even talked about theormon. We have 
now four worlds. Be that as it may 
whether it is one world divided into four 
worlds, or we are going to divide the 
world further into models or regions, the 
inter-dependence is still there. In res¬ 
ponse to this awareness of inter-depen¬ 
dence, the concepts of aid were floated. 

There were anxious debates in the 
United Nations about transference of 
technology and of capital resources from 
the affluent to the non-affluent. Earnest 
efforts were made to create institutions, 


UNCTAD I and UNCTAD II. As a 
result of this collective effort and wisdom 
we find that the human affairs are in no 
better shape. We arc all in the midst 
of searching in the realm of economics. 

At one stage, it was thought that we 
have acquired insights into develop¬ 
mental processes, which have turned out 
to be illusory. Mathematics at one stage 
entered economics and the economists 
felt that at least they had something 
precise, measurable and quantifiable. But 
as I said the ether day, the realm of 
economic thought and the reality which 
exists are not even tangential. Now, 
nobody talks about Phillips’ curve or 
Openheim’s law. Keynesians and new 
Keynesians are at loggerheads. We have 
no solutions to our problems. The con¬ 
fidence had been shaken even before the 
energy crisis, which loomslarge on 
our horizon* 

There is extreme instability in the 
realm of monetary affairs—dollar crisis, 
sterling crisis and now of course a new 
situation, the emergence of petro-dollars. 
I recall a poem written long, long ago 
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Gujarat Steel Tubes contributes to the 
progress of urban India with steel tubes 
and pipes in dia. 15 mm to 100 mm, black 
and galvanized, threaded and socketed, 
using TUFFWELD—a High Frequency 
Induction Welding process. In just 
nine years, Gujarat Steel Tubes has 
made its mark in India, as one of 
the major suppliers to Government, 
md abroad—as one of the largest 
exporters of steel pipes. 


Pipelines to prosperity 
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Gujarat Staal Tubas Limited 

Bank of India Building, Bhadra, 
Ahmedabad-380001 
Telephone: 52012-13-14 


BAtimHacoRpar 


fBBMtM&Y 14,197$ 








m 


The nation’s 

INI o.l 




W8P* 


IARATFORG 






7 








\ 


t 

s 


S'" 


W 


Mi 






\ 


t\ 




■ •«>. 




In the 8 years since Bharat 
, Forge, with 97.5% Indian 
capital, started production 
in collaboration with SIFCO 
of Cleveland, Ohio, U.C.A., 
we have grown to become 
the largest commercial forging 
company in the country. 

Leading companies today 
look to us for forgings nobody 
else can make. We have 
developed twenty-nine import 
substitutes which have gone 
a long way to helping the 
country conserve foreign 
exchange. And this year, we 
became the first company in 
India to build a ring-rolling mill. 

Today, our facilities include 
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hammer forging, open forging, 
upset forging, swaging and 
ring-rolling, in each of these 
categories, our range in terms 
of size and quantity is wider 
than that of any other forging 
company in this part cf the 
world. And the standards we 
set for ourselves in quality 
control, production, machining 
end plant engineering have 
led the World Bank to name 
us as the only commercial 
forging company in India that 
could compete in inter¬ 
national markets. 

Beeause we've tried, all along, 
to be No. 1 in quality, we've 
became No. 1 in size as well. 
v %%6 
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Forge 

Mundhwa, Poona 411001 
Offices also at Bombay. Delhi, 
Calcutta, Madras, Jamshedpur 
and Jabalpur , , lfl 








apparently jby a very prophetic poet, 
Louis Macnese who said something to 
the effect that the excess sugar in a 
diabetic culture rocks the nerve of life 
and literature. Here, probably we have 
sugar* Which is a very nice thing, in 
terms of petrodollars. This excess sugar 
must not be absorbed by the system, if 
it is not to produce diabetics in the 
system. 

These are the kind of problems we are 
faced with. We realise in India, at any 
rate, as you might have seen, those who 
have come for the first time, here is an 
open conntry and an open society; it has 
always been so. India has been at the 
cross-roads of history. So we are accus¬ 
tomed to seeing, meeting, discussing 
and talking to people. Many have come 
here from all over the world and 
recorded in detail the life and living 
of our country. This country of mine, 
despite all the difficulties, is a country 
full of natural endowments. It is a 
country which, despite all that the people 
might have written and continue to 
write, nevertheless sticks along one way 
or another. 

Some say that it is a marval of orga¬ 
nised chaos but it sticks along — 600 


million we manage. Difficulties some¬ 
times arise. We approach them empiri¬ 
cally and sort them out. It is not only 
the natural endowments, vast and varied, 
it is perhaps the third largest collection 
of human talent in science and techno¬ 
logy. It has developed over a period of 
a short space of less than a quarter of a 
century a base of industry, and has made 
significant attempts to solve some of its 
problems of an agrarian nature. We are 
open to ideas, to debates and discussions, 
I believe that India with its natural endow 
ments, namely, what nature has given 
and what human skills can provide, is 
prepared to sit down with its friends 
either on a bilateral basis or if there are 
institutional arrangements through insti¬ 
tutions to concretely work out how this 
inter-dependence can be meaningfully 
converted into plans and projects. 

All that I would ask of our friends 
is to understand that it has to be conceiv¬ 
ed in long-term perspectives of felt needs. 
There is no room for gimmickry and that 
we must not act under mere impulse of 
the problems of re-cycling as it is called. 
We are glad that we are ready and we 
have shown our willingness to sit down. 
We have done so with our Iranian friends. 
We are doing so with our European 
friends to concretely demarcate areas in 


science and technology and lower down 
to less dramatic aspects, the problem of 
of food and agriculture—^to sit down and 
work out trade and by what means we 
could meaningfully enter into economic, 
financial and industrial arrangements 
which satisfy or would satisfy the felt 
needs of both ray country and your 
country. 

We have no other choice left any¬ 
more, except at least in the developing 
part of the world where it is divided into 
further two sub-divisions — developing 
countries which are oil-rich and develop¬ 
ing countries which are not oil rich and I 
personally do not accept the validity of 
that distinction. Nor any more I accept 
the validity of the argument that all 
our ills of the world today have a single 
factor, namely, the oil crisis. I do not 
accept it. I think if we wish to beguile 
ourselves, we are welcome to do so and 
indeed we have beguiled ourselves during 
the last 25 odd years with various kinds 
of emotions. But if we realistically look 
at this picture, I think there is enough 
scope to concretely work out measures 
for mutually beneficial cooperation and 
I as Deputy Chairman of tljc Planning 
Commission can give you an assurance 
that response from India will not be 
lacking. 


Developing countries 


V. Krishnamurthy 


in world trade 


POWER equipment is comparatively more 
sophisticated amongst the engineering 
goods and calls for a higher degree of en¬ 
gineering and manufacturing expertise. 
Hardly 17 countries in the world would 
claim to have developed this expertise for 
design and manufacture of heavy electri¬ 
cal equipment needed for generation, 
transmission and utilisation of power. 
India is proud to be one amongst these 
17 countries; in fact, currently, it has 
reached a status where it can claim a 
place in the first 10. 

Till the mid*60’s India was totally 
dependent on imports for power equip¬ 
ment. Generating plants such as turbines, 
alternators or boilers were not made in 
India, The electrical industry was produc¬ 
ing a limited range of lighter equipment 
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for distribution and transformission of 
power. This included distribution trans¬ 
formers, power transformers, and circuit 
breakers upto 132 kv range and certain 
types of small motors. 

The responsibility for the development 
of manufacture of heavy electrical equip¬ 
ment had to be taken by the governmen¬ 
tal agencies in India as no private entre¬ 
preneur had the necessary resources to 
develop this highly sophisticated and capi¬ 
tal intensive industry. The progress in the 
establishment of this industry and develop¬ 
ment of skills has been very rapid and in 
fact spectacular in the last ten years. From 
a position of total dependence on imports, 
India has become self-reliant. 

Power development schemes during 
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the lSyearsfrom 1950 to 1965 receivedlittle 
benefit from Indian industry in the form 
of power equipment. It was only after 
1965 that Indian electrical industry play¬ 
ed a significant role when the facilities 
set up by Bharat Heavy Electricals Limit¬ 
ed, a governmental agency, started pro¬ 
ducing heavy electrical equipment. Bet¬ 
ween 1974 aud 1979, over 85 per cent of the 
equipment required for power generation, 
transmission and distribution will be of 
Indian origin. Presently, India is able to 
meet all the project requirements from 
internal sources. Sizeable surplus has also 
been developed and is available in many 
areas for exports. 

The progress on the qualitative side 
during the last 10-15 years has been re- 
markable. In the early 60’s, the thermal 
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power systems in India were designed par¬ 
ticularly with unit sizes of 3QMW. 60MW 
and 100 MW. With the growth of power 
systems in 70’s, larger power units of 
200 and 235MW were necessary. India 
has been able to develop skills for the 
manufacture of these large size units. In 
order to meet the future requirement, units 
sizes higher than 200MW-^particularly 
500MW units—are under development. 
The transmission voltage has also gone up 
from 132 to 220kv and then to 4Q0kv. Here 
again, the Indian electrical industry has 
been able to meet the demand for trans¬ 
formers, switchgears and other equipment 
for extra high voltage transmission. 

Within a short period, BHEL received 
orders and arc constructing over 80 gene¬ 
rating sets for thermal power station in¬ 
cluding 25 units of 200M W capacity each. 
For the hydro-power stations, BULL are 
designing and construe! ing over 100 gene- 
rating sets; the largest size being I65MW. 
BHEL arc also serving the nuclear power 
industry in India and are supplying four 
power units of 250MW capacity each. 
This is an unparalleled record in the his¬ 
tory of growth of electrical industry. 

industrial base 

When the government of India set up 
Bharat Electricals for the development of 
electrical equipment in the country, there 
was hardly any industrial base from where 
design or manufacturing expertise could 
be drawn. A number of problems had 
to be faced in the setting up and opera¬ 
tion of the plants at Bhopal, Hard war, 
Hyderabad and Tiruchirapalli. Trained 
engineers and technicians and artisans 
were not available. In developing the 
engineering capability and manufacturing 
expertise in each of these lines of pro¬ 
duction, BHEL have had the benefit 
of collaboration with specialist organi¬ 
sations in the world. Thus, it works 
with the leading organisations in the 
United Kingdom, France, Italy West 
Germany, Switzerland, Sweden Czechos¬ 
lovakia, Soviet Union and United Slates 
of America. The facilities at these manu¬ 
facturing centres and the skills developed 
can stand comparison with the best any¬ 
where in the world. 

Many fresh engineers had to be in¬ 
ducted and sent to different design orga¬ 
nisations and manufacturing works in 
Europe and the United States. Many have 
been trained for as long as 36 months. 
Training centres were also established in 
India even before these manufacturing 
plants went into operation. In the peak 
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period, training was given to nearly 4,000 
artisans and 400 technicians simultan¬ 
eously. Because of these efforts, BHEL 
is in a happy position to engage over 3,000 
qualified engineers, over 4,000 technicians 
and 12,000 skilled artisans specially in 
the design, manufacture, assembly and 
commissioning of power equipment. It 
has been a great effort on the part of 
India and BHEL to reach the strong posi¬ 
tion of being the largest engineering in¬ 
dustry employing over 50,000 men. 

engineering expertise 

Besides the equipment needed for 
power generation, BHEL also makes a 
wide range of industrial equipment such 
as electrical drives, railway traction 
equipment, centrifugal compressors, 
pumps, transformers and switchgears 
upto400kv class, rectifiers, capacitors, 
industrial and process boilers, electro¬ 
static dust collectors, industrial venti¬ 
lators, soot blowers, valves for steam, 
gas and oil, mines, etc. These are used 
jn petrochemical and fertilizer plants, 
oil refineries, mining, sugar, steel, 
paper industry and railways. India 
lias now reached a very strong position 
in the design and supply of these pro¬ 
ducts, Here again the engineering capa¬ 
city and manufacturing expertise were 
developed in India within the last ten 
years. Some of the equipment is manu¬ 
factured only by a few organisations 
in the world. For example, the large 
steel mill drives, high pressure ammonia 
synthesis compressors and recovery boil¬ 
ers require a very high degree of engi¬ 
neering expertise possessed by very few 
countries. 

Manufacture of components for 
nuclear power stations have also been 
successfully established recently. Manu¬ 
facture of oil drilling rigs, both for on¬ 
shore and off-shore operations, has also 
been taken up as a part of this engineer¬ 
ing complex. For each of these pro¬ 
ducts, separate facilities have been set 
up to lake care of product and process 
development. 

In order to play a larger role in the 
energy development, this industry holds 
a good team of engineers and techni¬ 
cians trained in the total project engi¬ 
neering and construction of large power 
stations and also for providing specia¬ 
list services for spare parts and special 
maintenance. I would like to re¬ 
emphasise that out of the so-called less 
developed countries in ' the world, 
India is the only country which can 
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claim the possession of expertise for 
the manufacture of such a wide range 
of power and allied equipment. This 
expertise not only extends to design and 
manufacture of the equipment but also 
in setting up power stations, commission¬ 
ing and post-commissioning services. In 
1974, BHEL supplied over 30 gene¬ 
rating units totally to about 3,OOOMW 
for various power stations in the coun¬ 
try. Till recently, the average annual 
addition was hardly one-third of this 
quantity. 

During the fifth-five year Plan period 
extending to 1979, over 16,500MW of 
generating capacity will be added to the 
Indian power systems. Bulk of this 
would be supplied and serviced by Indian 
industry. In fact, the capability to pro¬ 
duce power generating equipment is even 
greater than the projects taken up in 
India during this period. Most of the 
equipment would be supplied ahead of 
schedule and within three years out of the 
five-year period. This leavese normous 
scope for meeting the requirement of other 
countries needing similar equipment. 

ambitious plans 

The oil producing countries and other 
developing nations in Asia and Africa have 
very ambitious plans for power develop¬ 
ment and industrialisation to raise the 
standard of living of the people in those 
countries. Electricity plays a very vital 
role in such attempts and in this field, 
India will soon be in a position to pro¬ 
vide assistance. Having been similarly 
placed and passed through a diffi¬ 
cult phase of development, India could 
well appreciate the aspirations and needs 
of such developing countries and would 
be willing to offer their services for consu¬ 
ltancy and construction of power stations 
and more importantly the training of 
people from the developing countries for 
operation and maintenance of the power 
stations and industries In this context, 
the recent work undertaken by BHEL in 
revamping the hydro-power station in 
Afghanistan would be a good example of 
cooperation between developing coun¬ 
tries. 

I could see distinctly three advan¬ 
tages in the cooperation between 
India and other developing countries 
in the far east, middle east as also 
in Africa, India is in a position to offer 
equipment of required quality for power 
generation, transmission and utilisation at 
a fair and competitive price. I may Cite 
an example to prove this point. Till re- 
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centty, the electricity board in Malaysia 
was dependent on Japan, the United King* 
dom and continental manufacturers for 
equipping their power stations. For the 
first time, India offered steam generators 
for their 600MW power station, the lar¬ 
gest in that country. The National Elec¬ 
tricity Board of Malaysia were able to 
get the same equipment from India at 
substantially lower price than what 
they would have paid to their traditional 
suppliers. In fact BHEL was officially 
complemented by the Malaysian autho¬ 
rities for having helped them in keeping 
down the run-away cost. I am also happy 
to say that this job was completed to the 
foil satisfaction of the National Electri¬ 
city Board of Malayasia and supplies of 
BHEL were well ahead for the others 
from more advanced countries. 

The second advantage is that India is 
able to provide equipment of the appro¬ 
priate size needed for the developing 
and small countries in the middle-east and 


far-east. Most of the manufacturers 
in advanced countries have gone for 
larger units—500MW. 800MW and 

LOOOMW. Many are no longer interested 
in the manufacture of smaller and medium 
size sets which are most appropriate for 
the developing countries. Even if the 
manufacturers m such advanced countries 
are in a position to meet the initial needs, 
there is a danger because of their inability 
to service their equipment over a period 
of time when they would have gone away 
from the manufacture of these small and 
medium range equipment. Here I see 
a distinct advantage in associating the 
Indian industry with the needs of the 
other developing countries. 

The third advantage in dealing with 
India would be the provision of trained 
technical personnel for meeting the ini¬ 
tial requirements of developing countries 
and at the same time providing training 
facilities for the engineers and techni¬ 
cians of these countries. This is very 
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important for the effective use of the flew 
assets that are being created by the oil 
producing countries at a much faster 
pace. Here again, I would recall a Sue 
example of collaboration between the 
National Electricity Board of Malaysia 
and BHEL where the engineers of 
Malaysia were trained in the designing, 
operation and maintenance of boilers. 

Different possibilities have been put 
forward by eminent men for the institu¬ 
tional arrangement that could be made 
to ensure that large funds available with 
the more advanced countries as well as 
oil producing countries can be used in the 
most beneficial manner to the mutual 
advantage of the world community. After 
examining these suggestions a suitable for¬ 
mula acceptable to the people of all coun- 
ries should be proposed wit ha view to pro¬ 
moting better relationship and balanced 
development and reducing the gap between 
the richer countries and those who are 
not so affluent today or are gravely affected 
by the recent economic crisis. 


Long-term linkage in 


K. C Sharma 


Fertilizer indeed is a key material 
which can preseat the type of prob¬ 
lems which We have been discussing 
here. I am the head of one of the premier 
fertilizer manufacturing concerns in India 
having a very large design and engineering 
organisation. We are m a position today 
to design and engineer not only large 
fertilizer plants but a number of chemical 
plants also. 

The Fertilizer Corporation of India 
(FC1) and the fertilizer industry in 
general has contributed to a great 
extent in the development of the machine- 
building industry such as Bharat 
Heavy Electricals which has manu¬ 
factured the heavy compressors required 
for the fertilizer industry. Similarly both 
in the public sector and the private sector 
machine-building capacity has been built 
up. Under the Fertilizer Corporation to¬ 
day there are 13 different projects at vari¬ 
ous stages of construction and commis¬ 
sioning. Apart from that there are a 
number of other fertilizer manufac¬ 
turing projects, under construction in the 
country. 

In e£ite of all these major efforts, India 


fertilizer 

is still short of fertilizer for many 
years to come. Not only India but the 
whole of the developing world will conti¬ 
nue to suffer from a shortage of fertili¬ 
zers. Since the developing countries 
primarily depend on agriculture as a 
source of development and since their 
population is increasing at a fast rate, 
they will have to increase their agricultural 
output more and more in order to feed 
the increasing population. Until agricul¬ 
ture is developed to the maximum 
extent in the developing countries there 
is the danger of instability. In this 
context, India can play a very impor¬ 
tant and leading role in the development 
and production of fertilizers for the needs 
of the developing region. 

The fertilizer industry has followed 
a cyclic phenomenon for the last seve¬ 
ral years. In the early sixties there 
was a cycle where there was tremendous 
growth and investment in the fertilizer 
industry. Then there was an era of over¬ 
capacity. The prices have been fluctuat¬ 
ing from time to time. The result has been 
that the developing counties have been 
depending for their major requirement of 


industry 

fertilizers on the surplus of the deve¬ 
loped countries. Even though the 
developed countries exported hardly 
seven to 10 per cent of their production, 
its non-avadability in scarcity conditions 
has determined the price with the result 
that the developing countries have been 
almost exclusively at the mercy of the 
developed countries for the supply and 
use of fertilizers. 

I will briefly indicate the type of cycle 
the fertilizer industry had has followed. 
The world fertilizer market was relatively 
stable during the 1960-65 period. In the 
first half of the last decade, there was an 
expansionary phase, characterized by a 
strong investment cycle. There were a 
number of reasons which favoured this 
considerate investment at that time. 
Among these were: (1) drought causing 
food shortages in certain areas of the ., 
world, stimulating. food exports by 
producing areas 'which led to the [ 
expectation that there would be a rapid j 
growth in fertilizer consumption in 
the developing nations, particularly 
in the £ heavily populated) countries of 
Asia; (2) tremendous advances made in 
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technology towards large-scale singlet the recent years, while their own internal 
stream plants, cutting down costs on m- demands have increased, 
vestment and production; there were also 

remarkable developments in specialised Among these demands is the increased 
transportation and storage facilities, also use of urea and nitrogen compounds for 
resulting in lower cost per unit of output; animal feed, particularly in the USA. Last 
and (3) favourable climate for financial but not least, there are shortages of feed- 
aid to finance fertilizer sale on aid or stock, particularly naphtha, andtight pollu- 
credit terms. tion standards as the world grows more 

concerned with the environment and its 


But, in the latter half of the last decade, 
the downward trend had commenced. 
Nature played its part with favourable 
weather conditions and the growth rate 
of fertilizer consumption came down. 
In the developed countries fertilizer 
consumption growth rate dropped to seven 
per cent per year as against 10 per cent in 
the earlier years. In the developing 
countries, though fertilizer consumption 
grew at a more rapid rate, the massive 
increases in consumption did not mate¬ 
rialise. In the meanwhile, the availa¬ 
bility rose considerably on account 
of the coming on stream of the new 
capacity installed in the earlier years 
and, further, from the availability of 
large quantities of ammonium sulphate 
as a by-product in the manufacture of 
synthetics, particularly caprolactum. The 
result was an over-supply of fertilizers 
With low prices, distress selling and poor 
return on investment. The prices which 
prevailed in the expansionary phase and 
the downward phase in the last decade 
reveal the situation. In 1965, urea 
export prices were between 90 and 100 
dollars per tonne, but by the and of 1970, 
the prices had slumped to about 45 dol¬ 
lars a tonne. 

continuing shortages 

When this situation arose, investment 
fell, old and inefficient plants were closed 
down and new projects were either post¬ 
poned or abandoned. When the demand 
surged once again in 1972-73, there was 
no additional capacity readily available 
to feed the market. These shortages con¬ 
tinue even now for a variety of reasons, 
the more important being: projects in 
developing countries have been delayed. 
Many operating plants have a low capa¬ 
city utilisation. It has been estimated 
that, if all plants had operated, at full 
capacity, there would have been an addi¬ 
tional five million tonnes of nitrogen 
available in 1973 — 16 per cent, above 
actual consumption in the world. 

Very little expansion has occurred in 
the USA, Japan and western Europe in 


ecoogy. 

With the shortages as stated above, the 
urea prices rose to 150 to 200 dollars per 
tonne by the beginning of 1974 and today 
they have now reached nearly 400 dollars 
a tonne. This situation is indeed grave for 
the developing World because it has conti¬ 
nued to depend upon industrialised nations 
for a substantial share of its fertilizer sup¬ 
ply—nearly 50 per cent in the early sixties 
and almost 40 per cent in 1971-72,—though 
the imports by developing countries 
from developed countries was only seven 
to 10 per cent of the fertiliser production 
of the latter during the last decade. Thus, 
the availability of fertilizers on world¬ 
wide basis, which had been taken for 
granted in the past, no longer exists and, 
currently, the world fertiliser market is a 
seller's market. 

prospective demand 

Let us have a look at what the demand 
is likely to be by the end of this decade 
and how production capacity will match 
it. 

At the beginning of the last decade, in 
1971-72, the demands were: 33.7 million 
tonnes of nitrogen for the world, nearly 
three times the figure for 1962. By 1980- 
81, the world demand for nitrogen is 
estimated at 62 million tonnes, an annual 
growth rate of 6.9 per cent, a much lower 
growth than recorded for the earlier de¬ 
cade at 11 per cent. Of this, 40 million 
tonnes will be in the developed countries 
(the USA, western Europe, Japan and the 
USSR); six million tonnes in socialist Asia 
and the rest in the developing countries. 
As regards phosphatics the world figure 
should rise from 21 million tonnes in 
1971-72 to 34 million tonnes in 1980-81, 
a growth rate of 5.3 per cent per annum 
lower than that recorded for the earlier 
decade at 7.2 per cent per annum. Of this, 
25 million tonnes will be in the developed 
countries, two million in socialist Asia 
and the rest in the developing countries. A 
“production gap” iu the developed count¬ 
ries themselves is on the cards by 1980-81 
where production capacity may not ex- 
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ceed 35 million tonnes nitrogen, and 19 
million tonnes phosphatics. The possibili¬ 
ties exist for developing countries (in the 
Persian Gulf) to export intermediates — 
ammonia and wet phosphoric acid — 
to the developed countries, particularly 
in view of the growing demand in non¬ 
fertiliser uses of ammonia (industrial 
uses) and phosphoric acid (animal feeds, 
detergents). 

Shifting the emphasis to the developing 
countries, the consumption of nitrogen 
and phosphatics is estimated to rise from 

8.6 million tonnes of plant nutrients in 
1971 -72 to 22.6 million tonnes in 1980-81 
at an annual growth rate of 11.3 per cent 
per annum. By this time, nearly two- 
thirds of the consumption will be in six 
countries — India, Brazil, Turkey, Pakis¬ 
tan, Mexico and Korea. 

largest consumer 

Amongst these, in view of its area and 
large population India is by far the largest 
consumer of fertilizers. Currently in the 
developing world. India’s consumption 
is 30 per cent for nitrogen and 20 per cent 
for phosphatics; by 1980-81, India’s share 
will rise to 39 per cent and 34 pet cent res¬ 
pectively. 

As against the projected demand of 

22.6 million tonnes, the estimate of avail¬ 
able domestic production by 1980-81 is 
11.4 million tonnes of nitrogen and phos¬ 
phatics. Thus, the production gap in 
the developing countries would amount to 
nearly 11 million tonnes. This gap would 
have to be met either from new produc¬ 
tion capacities or from imports. In this 
calculation, one must also note that some 
developing countries in the Persian Gulf 
may be exporting intermediates to the 
developing nations in which case the pro¬ 
duction gap will further widen. It may 
also be noted that nearly 70 per cent 
of this production gap would relate 
to Asia and the middle-east. 

It has been estimated in a Woild Bank 
study that a new plant investment of at 
least five billion dollars Would be required 
to meet this production gap of which 
roughly 70 per cent Would be for nitrogen 
fertilizers alone. 

Given the two premises: 

(1) a demand of 22 million tonnes 
plant nutrients by 1980-81 in the 
developing countries. 

(2) a level of five billion dollars new 
investment for meeting this target, 
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one could consider how and where this 
investment has to be made. 

Basically, there are three alternatives: 

(1) Domestic production. 

(2) Import from developed countries. 

(3) Import from developing countries 
having abundant raw materials. 

In a choice, both financial and econo¬ 
mic considerations have to be weighed 
one against the other. Foreign exchange- 
balances, indigenous resources in the lar¬ 
ger developing countries in equipment, 
management expertise and labour, 
assurance of stable and secure supplies as 
a policy objective will all play a part in 
the decision. Further, monopolistic ten¬ 
dencies on the part of producers may 
bring in unrealistic pricing unrelated to 
real costs. 

Between developed countries and de¬ 
veloping countries with abundant raw 
materials, factors such as lower raw ma¬ 
terial costs and proximity to markets in 
developing countries may still not be 
finally attractive compared to low invest¬ 
ment costs and higher capacity utilisation 
in developed countries. 

On the balance, however, when imports 
are to continue the possibilities for such 
imports from developing countries with 
abundant and cheap raw material are 
brighter, considering the “production 
gap” envisaged in the developed nations 
themselves by 1980-81. 

new capacity 

A case also exists, on economic grounds, 
for installing new capacity in developing 
countries which may not have the pre¬ 
ferred feedstocks in abundance but have a 
a large ready market, with internal 
facilities and access to alternative raw ma¬ 
terials. 

Considering these two possibility, pro¬ 
duction centres at raw material sites would 
be Venezuela, Nigeria, the Persian Gulf 
countries and North Africa for nitrogen, 
purely export-oriented. Bangladesh would 
be limited by gas availability to about two 
large cxpoit-orientcd plants. Indonesia 
has also the potential. For phosphatics, 
export-oriented locations would be Florida 
and west Africa largely with lower poten¬ 
tial from north Africa and the middle- 
cast (Jordan). 

Considering new capacity in the con¬ 
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suming countries themselves with large 
markets but without natural gas or phos¬ 
phate resources, establishment of phos¬ 
phatics based on imported rock or phos¬ 
phoric acid can be economic, specally when 
they arc situated far away from phosphate 
resources. As regards nitrogenous ferti- 
liers, urea is now the most common and 
widely accepted nitrogen fertiliser and will 
account for 36 per cent of the total world 
nitrogen capacity in term of ammonia by 
1977. But urea production is through 
interaction of ammonia with carbon-di- 
oxidc which is itself a by-product in the 
production of ammonia; consequently 
urea cannot be produced at a reasonable 
cost from imported ammonia. 

Countries with large built-in-marke:s, 
can pul up inland plants with imported 
fueloil, thccheapest petroleum feed stock, 
more easily available because of higher 
sulphur c mtenr and resubmit problems in 
its effective use in industrially developed 
and ecologically motivated countries. 
This is the genesis of a siring of fuel oil 
based plants now under implementation 
in India. Similarly, ammonia and urea 
may also be produced from local coal at a 
cost competitive with imported urea. 


role of coal 

With the energy crisis, more and more 
effort is now being put in on a global 
basis to exploit coal as an impor¬ 
tant energy source. Inorganic fertilisers 
arc the largest energy consuming input 
into agriculture and nitrogen fertilisers 
account for about 87 per cent of 
the total energy that goes into ferti¬ 
lizer production. Coal, as an energy 
source, is receiving greater attention than 
ever before. This lowly fuel is one of the 
prime natural endowments of India and 
if developing countries have to plan their 
development on resource-based approach 
rather than a need-based approach as a 
policy, then such a policy was foreseen in 
India and in 1969 a decision was taken to 
implement three large-sized coal-bascd 
fertilizer plants (based on indigenous coal) 
and locating the plants at pitheads. Later, 
South Africa also went ahead with a coal- 
based plant. After 1973, this approach has 
received the support of aid-giving insti¬ 
tutions such as the World Bank. Even for 
fueloil-based plants they were examining 
the possibilities of extending aid. They 
had suggested a study for building into the 
plant facilities for later changing over to 
coal when coal would be mined and readi¬ 
er available in the quantities required. In 
fact, they have recently concluded in 
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clear terms that coal may become a more 
attractive feedstock, as gas and oil-based 
feedstock prices increase, reflecting their 
scarcity value. In short, local produc¬ 
tion of fertilizer’s intermediate and 
end-products is justified in many instances 
by economic factors specific to the 
consuming country and as an insurance 
against total dependence upon a possibly 
uncertain international feedstock and end 
product market. 

local raw material 

Even in phosphatics, for Large countries 
such as India or Brazil, local rock, though 
inferior in quality, could be processed 
locally for end-use with economic advan¬ 
tage compared to imports. When dis¬ 
cussing phosphatics, I would like to refer 
to the production of nitro-phosphate in 
preference to ammonium phosphates in 
developing countries which do not have 
domestic resources of sulphur. Produc- 
iion of nitro-phosphates can minimise 
or even eliminate use of sulphur. Most 
of the controversies over their efficacy 
have been laid to rest; even if some of it 
lingers, in a developing country, one 
need not have the best, the second best 
will do if it is on a resource-J>ased policy 
and not on a need-based policy. 

In addition to the two areas/groups of 
countries discussed for new investment, 
a third area, much talked about and dis¬ 
cussed, is the promotion of a new pat¬ 
tern of fertiliser production and trade 
through cooperative ventures between 
developing countries. Considering the 
geographical distribution of sources of 
fertilizer raw materials, locations of the 
larger markets and the technology avail¬ 
able for dividing the production processes 
between intermediates and end-products, 
there could be a viable basis for a wide 
range of cooperative ventures, linking 
developing country producers and consu¬ 
mers with the participation of expertise 
from the developed countries for techni¬ 
cal know-how. 

Such joint ventures can be worked out 
and undertaken between (a) countries hav¬ 
ing raw materials and captive consumer 
countries — this would cover produc¬ 
tion of ammonia and phosphoric acid in 
producing countries and exporting these 
intermediates for the production of com- 
lex fertilizer in the consuming countries, 
and (b) export of finished fertilizers from 
producing countries to consuming coun- 
ries for which the link-up would be bet¬ 
ween the exporting countries themselves. 

The following group in (a) would 
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appear to be feasible as identified by the 
World Bank study and mutually advan¬ 
tageous; 

Nitrogen 

Venezuela — Central America 

Western South America 
Nigeria— Eastern South America 
Persian Gulf countries—India 
Bangladesh—India 

Indonesia—Malaysia, Philippines, Thai¬ 
land 


Phospate . 

Morocco—Southern Europe 

Tunisia—Tndia. Pakistan 

Jot dan—-India, Pakistan 

Spanish Sahara—West African countries, 

Togo, Senegal—Eastern South America. 

As regards (b), the possible areas of co¬ 
operation would be between Nigeria and 
the phosphate producers in west Africa, 
the north African oil producers and the 
north African phosphate producers and 
the Persian gulf countries and Jordan. 

cooperative endeavour 

In India, this particular approach to¬ 
wards cooperation is being followed up 
vigorously with friendly neighbouring 
countries in the Persian Gulf as also 
Bangladesh. 

Another area, receiving more and more 
attention, is the total potential availability 
of organic fertilizers. In 1971, the nutri¬ 
ent value of the wastes in developing 
countries was estimated at 103 million 
tonnes, eight times the quantity of nutrients 
consumed as inorganic fertilizers. In China, 
it is reported, two-thirds of the plant 
nutrients applied are of organic origin. 
Plants are being developed for the proces¬ 
sing of organic waste — for hygienic dispo¬ 
sal, organic fertilizer production, methane 
gas production and recycling salvageable 
materials (c.g. metals) in one and the 
same plant.. Though the cost/benefit ratio 
of organic fertilizer application has been 
poor, with the rapid rise in the cost of 
chemical fertilizers and the proven effec¬ 
tiveness of combined use of organic and 
inorganic fertilizers, this particular usage 
will gather momentum in the developing 
nations. In India, the potential availa¬ 
bility of plant nutrients through manurial 
resources like composts, sewage and sul- 
lagc has been estimated at 2.7 million ton¬ 
nes of nitrogen, 1.8 million tonnes of 
P*0 5 and 1.8 million tonnes of K,0 or 
more than six million tonnes of nutrients. 
The fifth Plan calls for harnessing these 


resources — 7.5 million tonnes of urban 
compest, 350 million tonnes of rural com¬ 
post and sewage and suilage. Additio¬ 
nally, the Plan calls for installation of a 
large number of gohar gas plants which 
would also yield good quality compost. 

Considering that the gestation periods 
of new projects are anywhere between 
3 to 6 years, some action in the short¬ 
term to alleviate the immediate problems 
are called for. I had mentioned earlier 
that proper capacity utilisation of running 
plants would by itself have contributed 
an additional fivemillion tonnes of nitrogen 
in 1973. A recent survey indicates that 
capacity utilisation in developing countries 
was, on the average, below 55 to 60 per 
cent of rated capacity in 1971-72. There 
are a number of reasons such as feed¬ 
stock shortages, power outages, shortage 
of spare parts, lack of preventive main¬ 
tenance, lack of trained manpower etc. 
Whatever the reasons be, there is ample 
scope for improving upon onstream fac 
tors. In India, some plants could have 
produced to capacity if it were not for 
problems in power supply; action is under¬ 
way for installing protective in-plant power 
wherever possible. “Debottlenecking'’ pro¬ 
grammes have been taken up in a number 
of plants to utilise spare capacities with 
balancing equipment. 

Another area for action Would be to¬ 
wards speedier implementation of new 
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capacities under const ruction. This is 
particularly applicable to India. Rigfc 
now, there are nearly half a dozen projects 
under implementation in India with loans 
from the World Bank. Most of the pro¬ 
cedures in the implementation of such 
projects are geared towards a practically 
realisable but tight time-schedule; it Would 
be worthwhile to have these features built 
into project execution taken up with 
other means of financing, the main fea¬ 
tures of which are; foreign exchange re¬ 
lease and import licence in bulk and free¬ 
dom on choice of supplier — Indian or 
foreign — to market schedules. 

All these measures and more arc neces¬ 
sary if India is to come out of the woods 
on the fertilizer front. Against the con¬ 
sumptions projected for 1980-81 at 6.4 
million tonnes nitrogen and 2.86 million 
tonnes phosphates, a deficit is also antici¬ 
pated at 2.42 million and 1.83 million 
respetively. These gaps have to be met. 
Three urgent measures called for are: 
first, capacity utilisation to be brought 
up to at least 85-90 per cent; second, 
the new capacities under construction to 
be brought on line in the quickest pos¬ 
sible time and gestation periods cut down 
drastically; and third, decisions on new 
capacities to bridge gaps to the extent 
decided by availability of resources to be 
finally available by 1976-77. 

A few years ago in the middle-east 
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countries when large plants were built, if 
you suggested to any of those people to 
set up new capacity, they were hesitant 
because they had lost heavily due to the 
fell in the price of fertilizers. Prices came 
down entirely because of surpluses in the 
developed countries. Now, investment is 
not forthcoming because nobody is sure 
what is goinglo happen in the next five or 
eight years. However, if the manufacturer is 
assured of a suitable market on reasonable 
prices for a longer period, and the con¬ 


suming country is assured of the supply, 
it would be certainly in the interest of 
both if the resources can be invested for 
the manufacture of fertilizer on a long¬ 
term linkages. There are problems of 
resolving long-term linkages in determin¬ 
ing the price because the countries which 
have the resources to develop fertilizer 
capacity have asked for a reasonable re¬ 
turn for capital. It is a reasonable demand 
to which any country should agree but 
simultaneously they do want to lake ad¬ 


vantage of the scarcity condtions which 
may develop from time to time. If we 
can get over that difficulty, may be we 
can develop a formula which can be of 
advantage to both. I think the fertilizer 
industry is at least one area where con¬ 
crete linkages and proposals can be moot¬ 
ed in the developing countries so that the 
developed and the developing countries 
join hands to work out long-term 
plans. 


Manageable financial 

adjustments 


W.M. Gilmartln 


I propose to talk about the subject of 
international cooperation and foreign 
aid. I will try first to give some back¬ 
ground on the state of international aid 
in the period which preceded the revo¬ 
lutionary price developments of recent 
times and comment on the impact of 
these price changes on the developing 
countries and their aid requirements. C 
will then note some of the implications of 
all this for international aid relation¬ 
ship. 

As you all know very well, aid 
enthusiasms were already dwindling well 
before the oil crisis. The late I960’s and 
early 1970’s were, as you remember, a 
period of so-called aid fatigue. It was 
manifest in the developed countries by 
increased questioning of the necessity 
and even the effectiveness of continued 
aid; and in the developing countries by 
increasing dissatisfaction with the kinds 
ot international relationships and atti¬ 
tudes that accompanied aid. The consequ¬ 
ence was declining aid contributions from 
some of the developed countries, and in 
India and elsewhere, a preoccupation 
with international self-reliance as a deve¬ 
lopment objective. During this period, as 
Dr. Bharat Ram has indicated, interna¬ 
tional capital flows to developing 
countries did continue to rise to mom 
than 20 billion dollars a year of which 
almost half consisted of concessional 
financing, otherwise known as official deve¬ 
lopment. assistance. Despite the increa¬ 
ses, however, official development 
assistance was a declining share 
of total capital flows to the deve¬ 
loping countries. It was also declining 


as a percentage of the GNP of the deve¬ 
loped countries. In the OECD countries 
it had fallen by 1973 to only three-tenths 
of one per cent of GNP. This was less 
than half the recommendations of the 
United Nations and the Pearson Com¬ 
mission. Furthermore, the nominal in¬ 
crease in aid flows disguised the fact that 
in terms of actual resources, that is in 
aid flows adjusted to price changes, the 
level was actually declining. In 1973, the 
last year of the pre-OPEC era aid flows 
dropped in real terms by about 6 per 
cent. This was the state of world assis¬ 
tance to the developing countries on the 
eveofthcoil price upheaval 

Before these abrupt price changes, the 
World Bank had made some assessments 
of prospective concessional aid require¬ 
ments of the developing countries for 
the period up to 1980. With allowance 
for moderate inflation, they had estima¬ 
ted needs for concessional aid as rising 
from about an actual 9 billion dollars 
in 1973 to about 14 billion dollars by 
1980. Now in the light of recent price re¬ 
versals for a large part of the developing 
world and prospects for greater inflation 
than previously assumed, it is roughly 
estimated that minimum concessional 
aid requirements necessary for only very 
modest advancement among the poorer 
of the developing countries will by about 
1980 be almost 25 billion dol lars or over 
10 billion dollars more than the assess¬ 
ment of two years ago. In other words, 
with all these recent price developments 
and price prospects, the minimum re¬ 
quirements for essential aid of a con¬ 
cessional nature seem likely in the not 
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too distant future to be considerably 
more than twice the actual level in 1973. 
Furthermore, I want to emphasise the 
minimum nature of these estimated re¬ 
quirements for the poorer of the deve¬ 
loping countries with per capita incomes 
below 200 dollars. These are the count¬ 
ries which Eric da Costa has described 
as the Fourth World. For more than a 
billion and a half of population living 
in this Fourth World these aid assess¬ 
ments assume barely adequate adjust¬ 
ments for inflation and a growth of 
income only slightly ahead of the pros¬ 
pective growth in population. Obviously 
in this hardly promising outlook one 
could expect little improvement—perhaps 
even deterioration—in the lot of the large 
proportion of this Fourth World popu¬ 
lation living in absolute destitution. 

If one were to assume some significant 
improvement in the per capita incomes and 
in the income distribution of these one 
and a half billion living in the poorer deve¬ 
loping countries, it has been estimated 
that the external concessional capital 
requirements by 1980 would be far larger*— 
something in the order of 50 billion 
dollars or more than three times the 
1973 level. Obviously there is little pre¬ 
cision in this kind of forecasting. It does 
however reflect the kinds of concessional 
aid magnitudes which would have to be 
faced if significant external support is to 
be provided for development efforts desr 
pite the severely adverse shifts which 
have taken place in the terms of trade 
of most of the developing world. 

There is the danger in all this that 
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one’s first reaction to these figures taken 
at their face value is apt to be a feeling 
of futility in the face of their seemingly 
unmanageable magnitudes. Yet what 
I wish particularly to emphasize this 
morning is that such magnitudes as these 
need not be unmanageable in the context 
of a practicable and forward looking 
effort of international cooperation in ad¬ 
justing to the sudden alternation of in¬ 
ternational financial relationships. I 
would assume of course that any such 
adjustment would take account of the 
poorer developing countries and their 
needs as an essential part of the consi¬ 
derable financial adjustment problems 
of the whole world. Jn looking at this 
world adjustment problem as a whole, 
the first prerequisite is to get used to, 
and not be put off by, the much larger 
figures of international trade and inter¬ 
national capital flows than those to 
which we have become accustomed in 
the past. In today’s world of internatio¬ 
nal trade, capital flows and indebtedness, 
60 billion dollars is not all that stagger¬ 
ing. Of course, in terms of financial 
magnitudes the financial adjustment re¬ 
quirements of the developed world are 
far greater than those of the poorer 
developing countries. Yet it is the latter 
which seem likely to be less tractable 
but no less essential, as Mr. Lall has 
so convincingly emphasized, to any ac- 
cepatable world-wide adjustment. 

assessment of problems 

In this connection, it is important 
first to attempt some assessment of the 
adjustment problems of the developed 
countries and to consider whether or 
not they are really so serious as to 
preclude an adequate margin of continu¬ 
ing concern for the Fourth World. Recent 
examinations of the adjustment problems 
of the developed countries, especially by 
Hollis Chencry, the well-known World 
Bank economist, and others, have indi¬ 
cated that the debts they are likely to 
incut* to the oil exporters over the next 
several years arc not all that staggering 
in relation to their prospective gross 
national product nor to their prospective 
export levels. This is of course on the 
assumption that the industrial countries 
will respond to these international ad¬ 
justment problems with policies designed 
to encourage the further expansion of 
real income and international trade in 
an atmosphere of international cooper¬ 
ation and mutual support rather than 
of competitive contraction. Examina¬ 
tion of the problem in this context 


indicates that with this kind of a dyna¬ 
mic approach, both internally and inter¬ 
nationally, the problems of oil financing 
are quite manageable within levels of 
debt and debt service which, relatively, 
are considerably less than the debt 
burdens now carried by a great many 
developing countries. Hypothetical debt 
service calculations in a forward mov¬ 
ing international economic context indi¬ 
cate that additional debt service because 
of oil financing for the OECD count¬ 
ries of Europe and Japan need be less 
than 2 per cent of GNP and well below 
10 per cent of exports by about 1980. 
Furthermore, the bug-a-boo of dominant 
OPEC investments in the developed 
countries has certainly also been grea¬ 
tly exaggerated. 

mechanism for recycling 

All this is meant to indicate 
that the adjustment problems of 
the developed world are eminently ma¬ 
nageable. This is not meant of course 
to minimize the problems that will have 
to be solved along the way—both inter¬ 
nally and externally—and the needs that 
will have to be met for mechanism which 
can recycle oil money effectively and 
with due concern for the weaker among 
even the more developed countries. 
Nevertheless, it appears definitely feasi¬ 
ble to manage these international finan¬ 
cial adjustments in a spirit of interna¬ 
tional cooperation and in the context 
of international mechanisms designed 
to meet what has become known as the 
recycling problem. It is also clear that 
such adjustments are possible wilh ample 
room for the world’s uffluent— the deve¬ 
loped and the oil exporting countries— 
to earmark that small part of their in¬ 
come needed on favourable terms to 
help the poorer countries in their deve¬ 
lopment efforts. 

As you know, there have already 
been a number of suggested machanism 
for dealing with these international 
adjustments which would include either 
directly or indirectly provision for the 
requirements of the developing count¬ 
ries. So far however we seem a long 
way from recycling arrangements ade¬ 
quate t O'the needs of the Fourth World. 
The particular difficulty of this problem 
is that as yet the availability of accumu¬ 
lating oil funds is for the most part on 
terms which the poorest of the developing 
countries are not likely to be able to 
afford on the scale required without 
accumulating unmanageable burdens of 
external debt. Hence, for the large 
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number of the very poor in the world, 
their external aid requirements remain 
still in a state of deliberation and uncer¬ 
tainly. There are nevertheless hopeful 
moves in the right direction. 

Taking the World Bank Group the 
total of operations amounted in the year 
ending June 1974 to 4.5 billion dollars 
which was an increase of about a bil¬ 
lion dollars over the previous year. 
World Bank Group commitments to 
India, mainly IDA credits, have been 
running in the order of half a billion 
dollars and this year it may be some¬ 
what larger than that. Of the 4.5 billion- 
dollar total, the commitments of the 
World Bank itself were 3.2 billion, those 
of the International Development Asso¬ 
ciation were 1.1 billion and those of the 
International Finance Corporation were 
about 200 million. Since oil and other 
terms of trade adjustments burst on the 
scene, Mr McNamara’s assessment of 
World Bank /JDA requirements for the 
coming five years 1975-79 is 36 billion 
dollars. This would make allowance for 
the world price increases, bilateral aid 
uncertainties and a relatively growing 
role for the World Bank Group. 

practicable proposition 

This figure of 36 billion dollars may be 
compared with J6 billion dollars in the 
preceding five-year period and thus would 
represent an increase in money terms of 
125 per cent. However, taking account 
of actual and likely international price 
developments the increase in real terms 
would represent only something like 40 
per cent or considerably less than the 
rate of increase that the World Bank 
Group was able to achieve in the pre¬ 
ceding five years. Nevertheless such an 
achievement would represent a very 
substantial contribution to the conces¬ 
sional financing requirements of the de¬ 
veloping countries in the years ahead 
and a considerable role in that part of 
the recycling process directed to this 
end. In the latter respect, the World 
Bank is already making a substantial 
and rewarding effort to increase its bor¬ 
rowing in the oil-producing countries 
as well as in the developed countries. 
Meanwhile the operations of the IDA 
are expected to expand and it is most 
encouraging that IDA funds have now 
been increased for the current three- 
year period to four and a half 
billion dollars which is fifty per cent 
more than in the preceding three- 
years. It is indicated earlier that the pro- 


E ASTERN ECONOMIST 


344 * 


February 14 , 197 $ 









Mem still to be worked out is how to Now, however, it is reported that this tion being given to the search for inter- 
supply funds, as in the ca&e of IDA, on oil facility is to be considerably expanded national financial dislocations of the pre* 
terms that poorer developing countries to about 6 billion dollars in 1975 sub- sent world, As I noted earlier it would 
can aff>rd and on a scale to match their ject, with possible further expansion to appear that these financial adjustments 
needs. Ways of ameliorating this problem be considered, and with anew provision are manageable in an appropriately dyna- 
in some degree are now under considera- for part of this facility to be available mic atmosphere of international cooper- 

tion by the World Bank Group and in- lor the poorer developing countries at at ion. In such an atmosphere the needs of 

elude such possibilities as adjusting highly concessional rates of interest. the poorer developing countries, while 
periods of repayment of World Bank it j s evident from this arrangement seeming to be large in absolute amounts, 
loans according to the means of borro- of the Fund, from the expansion objec- arc really modest indeed in their relation 
wers, and examining possibilities for tives of the World Bank Group and from to the magnitudes these days of intema- 
subsidising World Bank interest rates direct financing on a bilateral basis that lional flows of income, trade and capital, 

according to the differential needs of de- a considerable effort is already being Undoubtedly, the world will find ways to 

veloping countries, ma de to meet the greatly increased needs .idjust to the international^ financial and 

Very important additional financing of the developing countries. Neverthc- monetary dislocations of the last few 
is also being made available by the oil less, 1 think it is obvious that the efforts y^ rs * , Hopefully the adjustments will 
exporting countries to the International of the IMF, the World Bank Group and be made, as they can be, in a context of 
Monetary Fund for helping countries other multilateral and bilateral sources international economic advancement. Such 
to meet their oil purchasing problems. As of financial assistance arc still fat short advancement must, as Mr. Lall has so 
you know the Fund has established of the assistance Lhat will be needed by convincingly explained, be world-wide 
what is known as the IMF Oil Facility the poorer developing countries over the and include the poorer as well as the more 
with an initial amount of over 3 billion next several years. How these needs will affluent countries if it is to re-establish 
dollars. India in the past year has be met, and how the debt burdens that a satislaclory international equilibrium, 
down more than 200 million dollars may result arc to be carried is obviously y must v c . im advancement carried out 
from this oil facility in addition one of the major uncertainties of the i? a s P irit oi Forward-looking interna- 
toother regular drawings from the Fund, current financial scene. It is encouraging tional cooperation; one which combines 
Past terms for use of this oil facility nevertheless to note the attention that is consideration of self-interest .with par- 
havc not been all lhat concessional—7 being given to this problem. It is alsoeu- ticular concern and compassion for the 
percent interest with a 7-year period for couragingjthal the poorer developing coun- vast numbers of destitutes in the count- 
repayment including 3 years of grace, tries arc not forgotten in the wide atten- rics of the Fourth World. , 

Cooperation among 
— developing countries 

1 would like to present to you a few have been bought in India for about five and the components were fully established 
facts which have come to my notice. The dollars. This sort of lack of trust in inasmuch as the know-how came from 
first fact relates to the compatibility in something which you have inside and the some of the developed countries with 
the economics of the developing countries appeal for it outside is at times responsi- their labels on it and possibly they might 
such as India and of those countries which blein trading with such developed or have also held a hand in apart of the pro- 
are developed and such of those countries developing countries which have acquired ject.I do not blame the country which has 
which are more fortunate at the moment in the know-how in the recent past. For in- to fix the contract because there is a psycho¬ 
having huge funds to invest and have stance, if we want to sell, say, a Kolynos logical barrier. I would like to emphasize, 
been doing so for their own development, tooth paste made under the same license nevertheless, that the job went to another 
I would like to say, at the very outset, and with the same ingredients, wc may developing country at 15 million dollars 
about the prejudice at times in the minds find it rather difficult. Therefore, the additional cost than what was quoted 
of people who have to spjnd money with ground has to be broken iti creating con- by India. I am not making any accusa- 
regard to the suitability and the quality ndence, tion. What I am trying to emphasize is 

of the products that they can possibly that while there is a great deal of need 

buy from someone else. 1 am conscious 1 will again, moving away from the for cooperation between the poor coun- 

of this when I dilate upon this aspect homely example, bring to your attention tries which are the developing countries, 

because a friend of mine—to give a home- one example which came in my own there is a certain degree of near-tieveiop- 
ly example—a few months back in a working experience a few years back where ment for them to be of use to the neigh- 
large European town bought a neck-tie a Urge company from India tendered to bouring countries which have geographi- 
at a cost of 15 dollars. He was proud of a large country with lots of funds and one cal and also, if I may dare say so, the 
it. When he cams to the hotel he found of the oil-exporting countries at that, for political advantage of getting together, 
that it was an Indian tie which could a large industrial project. The know-how There is this element of non-confidence 
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In the sense that near-developed coun¬ 
tries or developing countries may not be 
dealing with the goods of the right qua¬ 
lity and in the right, competent manner. 
This barrier will have to be broken and it 
has to be broken by inspections, by ex¬ 
tensive talks between the technocrats 
and the manufacturers and the suppliers 
of goods and services from the develop¬ 
ing countries to such of those countries 
which have all the money today in the 
world to spend on their own development 
and industrialisation. 

frightful alternative 

The clement of charity which started with 
the religious orders in the previous centu¬ 
ries, in the mediaeval periods, will not do 
in the modern world if we have to save it 
/ from economic convulsions and revolu- 
: tionary situations. When I was listening 
in the morning to a few learned speakers 
; and the papers that were read, when you 
come to think of the goal of zero per 
; cent rise in the Gross National Product, 

I one really feels scared. If the world is 
not going to combine to help the develop¬ 
ing countries, then 1 for one foresee a 
good many economic convulsions and re- 
volutionary situations. Therefore, it 
brings me again to the aspect of compa¬ 
tibility. Those of the developing coun- 
: tries in the modern world which are, by 
4 good fortune, in a position to invest 
' large funds in their industries develop- 
ment have to join hands with developing 
: countries which have the infrastructure 
of industry and technology and see if 
they can be of mutual assistance. I am 
aware of some dam-building contracts in 
■ some of the oil-exporting countries. At 
least these are jobs, ordinary construc¬ 
tion jobs, which could be really shared 
, by devcolping countries and which could 
be of mutual advantage. After all, deve- 
, loped countries are not there to build 
dams only they could do something else 
lor the world economy. 

We have been hearing a good deal 
about the export of technical personnel 
from India and some other developing 
countries. While as a matter of economic 
and political goodwill, it might be a good 
effort and should be continued, I do not 
’ foresee any appreciable return out of the 
export of technical personnel. A figure 
of Rs 300 crones was cited by Mr Vinod 
Parekh a few moments earlier, 1 wish it 
were right but even if it was Rs 30 million 
in terms of foreign exchange, I would be 
happy because I am sure it would not be. 

I do not at the same time like to discou¬ 
rage this movement of technical person¬ 


nel because, after all, we in India have 
been helped a great deal by our friendly 
countries in the past with their technology. 
In as much as they seconded to us techno¬ 
logical experts, we might as well do so. 

I would like to mention for the benefit 
of such of those who are from outside 
this country and who have done us the 
honour of being here with us during these 
days of seminar that India has a great deal 
of technological competence in not only 
middle level technology but also in high 
level technology. India can put up ther¬ 
mal power stations up to 200 megawatt, 
and that is the size which a number of* 
countries need. India can manufacture 
large steel structures which are needed in 
any project whether petro-chemical 
complex or fertilisers plant or steel plant 
or cement plant. India has all the capa¬ 
bility to make technological and steel 
structures at the most competitive prices. 
In fact, the organisation with which I am 
directly concerned has got two contracts 
of this type: they are by way of sub-con¬ 
tracts from a company in a developed 
country. The job has been sold to us on 
30 per cent premium. You can then well 
imagine at what price the main contract¬ 
ing company might have got the job. 

The outflow of money from the OPEC 
and the Middle East countries to some of 


the developed countries may be, in certain 
cases, out of proportion to the intrinsic 
worth of the equipment and technology 
they may be buying. Perhaps the. slight¬ 
ly more developed than the other deve¬ 
loping countries such as Egypt or India 
or Iran might be of greater assistance. It 
might release the pressure on investments 
which some of the developed countries are, 
of necessity, forced to make in the deve¬ 
loping world. Therefore it would be 
worthwhile being a little more self-reliant 
and relieve those countries, to some ex¬ 
tent, of their burden. 

1 would also like to stress the oppor¬ 
tunities that we have, in this country, for 
export. We are asking the whole world 
to change its conventional mode of think¬ 
ing; we are asking people to shed their 
prejudices and conformist ideas. We 
have to be novel in our own thinking. I 
refer to the considerable wealth of cattle 
that we have in this country—where wc 
have considerable opportunities for export. 
I am told that a vaccine has been deve¬ 
loped in the west which can immunise 
our cattle of certain diseases. On a very 
rough estimate which I made with one 
expert some months back I find that some¬ 
thing like one billion dollars worth of 
meat can be exported from India, provid¬ 
ed we can overcome our prejudices. 
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And I see no reason why we should 
not overcome oUr prejudices be* 
cause it would be doing a great service to 
ourselves and, perhaps, also to the cattle 



Two days ago, my friend from France 
urged me to nuke a statement but I was 
then busy. But now 1 have been able 
to prepare a short statement. First of all. 
I want to disclose a secret and please 
keep it between us. As one of the edi¬ 
tors of Pravda, l am a Marxist and as a 
Marxist I have a different approach to 
the miny problems that have bee i posed 
before this seminar. But I welcome this 
diversity that has been allowed here 
for it will help to find ways to solve 
the problems created by the present 
crisis. 

Honestly, there is neither a global 
energy crisis nor a global inflation from 
my point of view. There are problems 
which afflict the capitalist system. These 
problems of capitalism are known to 
every student of economics in our coun¬ 
try and Marxists have predicted the true 
nature of capitalism. I am, however, not 
here to go into the details of these pro¬ 
blems of capitalism. 

We in the Soviet Union do not have 
these problems as you know them, but 
we are sympathetic to those who suffer 
from these capitalist problems and want 
to join the global effort to solve them, 
particularly to mitigate the effect of 
this crisis on the peoples of the Third 
World. 

Soviet example 

This seminar has brought up the oil 
problem. Let me, therefore, touch upon 
what the Soviet Union has done to help 
a country like India to avoid the oil 
crisis. 

The Indian press tells us that the 
USSR has helped India In the develop¬ 
ment of its oil industry in mote than 
one way. It has cooperated in the ex¬ 
ploration on land since the early stages 
and in off-shore regions, later on, for 
locating the Bombay High structure. It 
has also helped in setting up the two 
refineries at Barauni and at Koyali 
and is now assisting to set up the 


which are mostly ill-fed in this country. 
We have, in our country, all the means 
modern slaughter houses, refrigeration 
and so on—which are conducive for ex¬ 



port of meat to our neighbouring coun¬ 
tries and more particularly to develop¬ 
ed countries and for earning a lot of 
revenue. 


’s view of inflation 

Tomas Kolesnichenko 


Mathura refinery. What is of greater 
significance, however, is the Soviet 
Union's help in building up India’s tech¬ 
nical capabilities to develop the oil in¬ 
dustry. This has been achieved by the 
training Soviet oil experts imparted to 
the Indian scientists and technologists 
in India as also in the USSR. Besides, the 
USSR has also helped in building up 
the Hind Oil Design Institute and the 
Research and Training Institute at Dehra 
Dun. Equally important was the supply 
of equipments by the USSR in each of 
these spheres. AU these have helped 
India to advance its self-reliance in the 
oil industry. 

As a result India’s oil production 
has risen substantially. In the year 1950, 
the production of oil was hardly 0.35 
million tonnes which has now gone be¬ 
yond 7.5 million tonnes and this in¬ 
crease has been made possible to a great 
extent due to the cooperation and assis¬ 
tance that India has received from the 
Soviet Union. 

experts from USSR 

In the context of the existing fuel 
crisis all over the world, the government 
of the USSR, as Mr Malaviya, Indian 
minister for Oil, says, has offered to 
depute experts to India to advise on: 

(a) Reduction in energy consumption 
in terms of fuel, power, and other 
utilities. 

(b) Reduction of losses in the refi¬ 
neries and improvement in yield. 

(c) Increased production of light and 
middle distillates. 

(d) Improved maintenance of plants 
and reduction in plant down-time. 

Accordingly a team of Soviet experts 
visited the three operating refineries of 
the Indian Oil Corporation at Koyali, 
Barauni and Gauhati in September- 
October 1974 and held very fruitful dis¬ 
cussions. 

For this increased toiupo of work, 


more drilling rigs and other equipment 
as also technical cooperation are requi¬ 
red. The ONGC has at present 56 rigs, 
of which only 32 can be put into effec¬ 
tive operation. The old rigs need to be 
replaced and more efficient deep drilling 
rigs are required. The USSR has already 
agreed to provide additional machinery, 
equipment, spares and materials as also 
services of Soviet specialists, and * it is 
hoped that such assistance and coopera¬ 
tion will help India in solving her oil 
problems. 

the problem 

Now let me touch upon the problems 
of inflation which is the direct result of 
disorderly growth of the economies in the 
west. It is in-built in the system and 
is irreversible. Prices under thftse condi¬ 
tions always go up and never come 
down. 

Till recently the economists depended 
on the Keynesian doctrine of state regu¬ 
lation. It worked for some time. But 
today it does not. Economists like 
Samuelson, Galbraith and others have 
not devised yet other alternative solu¬ 
tions. Today inflation is a manifestation 
of many problems of the capitalist eco¬ 
nomy and is no more a simple problem 
that it appeared at one time to econo¬ 
mists. Two months back the President of 
the US, Mr. Ford, identified inflation as 
“Enemy number one”. Recently he said 
depression was the real problem, which 
showed the inter-connected nature of 
inflation today. 

If you ask me how to fight inflation, 
I could say there is a simple answer. And 
t will quote Marie Antoinette, the famous 
French queen who recommended the eat¬ 
ing of cake when told that there was no 
bread. Similarly, one could say: buy 
precious diamonds in Cartier, so that the 
value of money does not depreciate. But 
I am not sure whether most of us here 
can buy precious diamonds. Certainly 
not the people from the Third World. 

May be you think 1 am too pessimis¬ 
tic, but I am not. I see many ways to 
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break the growth in inflation. Specifically 
I see the possibility for this in increasing 
trade relations with the socialist coun¬ 
tries and secondly in a wise policy on 
the part of OPEC to distribute their vast 


resources for development. 

Basically I believe the approach to the 
energy and inflation problems should be 
honest, disinterested and of mutual 
interest. I know some of you are going 


to Hardwar the day after tomorrow. You 
will see there one of the examples of this 
selfless assistance of the Soviet Union to 
develop India's economy—the Hardwar 
Heavy Electrical Equipment Plant. 


Appearance and reality ~~- 


In the deliberations of the past few 
days when eminent speakers have shared 
their views with all of us, there has been 
one dominant factor and that has been 
the magnitude of the level of international 
trade. We started with the figure of 
60 billion dollars' surplus in the OPEC 
countries per annum; we talked about 
India's need p;r annum of one billion 
dollars; a little while ago Mr. Parekh 
talked about 300 million dollars or there¬ 
abouts. I am afraid, the views that I 
am going to share will have a very small 
direct monetary dimension. Nevertheless, 
I do hope that they have a very large 
human dimension to it. I would like to 
submit lor your consideration that any 
strategy designed towards economic deve¬ 
lopment, and cooperation and towards 
increase in international trade (bilateral 
and multilateral) must have this very vital 
human component because, essentially, 
the goal of all strategies is human better¬ 
ment and social welfare. 

college incident 

When I was asked to speak, 1 won¬ 
dered which particular facet 1 should 
bring to ynur notice, and this puzzled me 
a bit until I was reminded of a friend of 
mine who was in college with me, who 
had the great quality of articulateness, 
putting across whatever ideas he wanted 
to put across. This quality I lack, but 
I was considerably heartened when I 
remembered an incident that happened 
in our college days. Both of us were to 
appear for an oral examination in 
biology. On the previous day of the 
examination, there was a cricket match 
in Bombay and both of us spent the 
whole day attending the match. That 
night this articulate friend of mine had 
just enough time to read one chapter 
from his biology book which related to 
the nervous system of an alligator. The 
next day when he was called in before 
the three eminent professors of biology 
for a ten-minute oral interview, he walked 
with supreme confidence. The question 
that was put to him was: “Mr. so and 
so, can you tell us about the reproduc¬ 
tive system of an amoeba?'’ Immediately 


my friend started saying: ‘The general 
reproductive system of amoeba reminds 
me of the nervous system of alligator 
which is thus'. And he kept them busy 
for the next ten minutes with his intensive 
knowledge—in depth—of the alligator’s 
nervous system. I lack this ability. 

Now, coming back to the subject 
matter, I want to present before you some 
of my thoughts. The first point that I 
would like to make is this. A large num¬ 
ber of developing countries, including 
ours, have vast human resources, and 
these human resources have also the 
‘value-added’ component. Hitherto, in 
the world of economics, in the world 
of international trade, we have talked of 
‘value-added* concept in respect of com¬ 
modities, in respect of engineering goods 
and so on. My first point is that there 
is a very large, ‘value-added* component 
in the human beings in terms of their 
talents and skills, which lead to scientific 
endeavour and technological innovations. 
Being familiar with my own country much 
more than many others though I have 
had the good fortune of visiting very 
many sister developing countries and a 
good many of the highly advanced 
countries, l would like to say that this is 
also one of the areas—^exchange of 
technological experiences and innova¬ 
tion skills among the countries 
in the OPEC area, among the highly 
advanced countries and developing 
countries like India,“-which could 
lead to optimum technology being 
developed. 

adaption of technology 

The second point that I am going to 
submit for your consideration is that 
technology has to be adapted, has to be 
modified, has to be tailored, to suit a 
given environment, and I think, this is 
the reason why such an exchange of 
ideas, such an inter-action between the 
developed and the LDC$, among the 
developing countries at various stages 
of development, will be very fruitful. It 
is not in terms of money value of imports 
and exports. That is not of as great a 


consequence as the fact that this kind of 
exchange could lead to the development 
of more appropriate technology, the 
technology which is more suited to a 
given environment. Audlhisis an area 
where India has done good work with 
some success. The National Industrial 
Development Corporation has, indeed, 
been fortunate in sharing its development 
experiences in this field with 17 other 
countries, including Iran where we have 
been working jointly for the last six 
years. And I must say that we have 
learnt as much from them as wc have 
given. 

a different facet 

A point was made t his morning about 
the medium or intermediate technology. 
I would like to view it from a slightly 
different facet. There arc several phases 
of this technological endeavour. There 
is the basic scientific endeavour leading 
to a practical technology development. 
The next phase is technology-adaptation 
and this is vital. This is like transplan¬ 
tation of an organ in a human body. 
One could develop a synthetic kidney. 
But whether the human body is going to 
accept it or reject it will, in a large 
measure, depends on the manner in which 
it is transplanted. This is the adaptation 
that I am talking about 

The third phase is the translation of 
this adapted technology into construc¬ 
tional techniques and skills. I would 
submit that this is a very large area 
calling for cooperation between the 
highly industrialised countries where 
more sophisticated technologies may 
have been developed and the developing 
countries. The translation of these 
technologies in varying soils is precisely 
the area where the developing countries 
themselves can contribute significantly as 
has been demonstrated by our experience 
in this field. 

A point was made by the distinguished 
speaker who spoke before me about the 
engineering exports from this country 
and a sort of informational credibility 
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gap, which makes the developing count* 
ries, the OPEC a little hesitant to accept 
engineering products from this country. 
Although our engineering exports have 
shown significant increase, still it is not as 
much as we Would wish. I think the point 
that Mr Fazal made is very valid indeed. 
That also indicates the two kinds of gaps 
which need to be fulfilled—one is the 
information gap and the other is the 
credibility about the capability gap. 

I would submit that if, for a moment, 
you move away from the monetary, 
dollar, rupee or rouble aspect or the 
dimension of export to the developing 
countries, if our technical, professional 
and other'peoplc have the opportuenity 
and rewarding experience of visiting the 
OPEC as well as other countries, J think 
this in itself would in a fairly large 
measure remove this credibility and 
information gap. Because, if we are 
really able to do a good job, whether it 
is selling, designing, construction or 
supervision. I think automatically confi¬ 
dence develops, if we are able to do this, 
we must be making fairly good equipment 
so why not try to take it. 

consultancy experts 

Finally, in sending our experts outside 
in taking the consultancy, design, cons¬ 
truction and production contracts, either 
directly in the OPEC or as sub-contractors 
to companies from the technologically 
advanced countries in the world, there is 
implicit in it the technology transfer facet 
which I think, is very vital to all of us in 
the developing world. Whether it is India, 
Iran, Chile or Quwait, this transference 
of technology and sharing of experience 
is another facet, which docs not really go 
out in the import-export statistics, but 
which ultimately I think does shape the 
des tiny and course which provides 
the channel of effective inter-action in 
monetary terms. 

One small thing which, as far as l 
have been able to see, has not been 
mentioned is this. In so far as the 
improvement of trade or export possibi¬ 
lities with the highly industrialised count* 
ries is concerned, the countries of the 
developing world have hitherto talked 
about such products where the man¬ 
power input is high, since the cost of 
manpower in most of the developing 
countries is significantly lower; therefore, 
these are the areas that we should aim 
at by all means. But I would like, for 
a moment to take you to a slightly 
tangential viewpoint and that is to look 
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at the product range. Take the example 
of an automobile. What is the difference 
between Rolls Royce and an Austin? The 
prices of the two products are enor¬ 
mously different. 

If one were to analyse, one would 
find that it is not the equipment which 
manufacture these two cars, it is not 
even the technology which is significant¬ 
ly different, what makes the Rolls Royce 
such a highly expensive product is the 
amount of man-hours that it has gone 
into. So, I would like to suggest that, 
apart from the traditional thinking of 
the highly man-power intensive industries 
in which the developing countries can 
help the industrialised countries, we 
should not Jose sight of the high value 
and high quality product, where again 
the human skills and talents could be 
most effectively utilized. 

As l said, the company l represent, 
the National Industrial Development 
Corporation, has been working in several 
other countries and over and over again 
wc have come up with this: that the joint 
endeavour between human skills, human 
talents by various countries, ultimately 
produce a package which is minimum in 
cost and which is commensurate in 
quality. 

I would end my little rambling address 
to this distinguished audience by again 
emphasizing that whatever strategies wc 
are able to come up with towards 
this goal, whatever themes for the 
new development decade that has begun 
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we may shape, I would suggest that we 
concern ourselves much more deeply 
about the contents of these programmes, 
about the operative facets. As the minis¬ 
ter said this morning, all these program¬ 
mes in both national and international 
seminars often happen to be preoccupa- 
tionally concerned with the label or the 
name of the programme. 

Therefore, with your indulgence, I 
will conclude my speech by telling you 
another story of a friend of mine in 
America, who had preoccupation with 
pornographic literature. He was an avid 
reader of the so-called dirty books. One 
day as he was going to catch his flight 
at the airport, at the book-shop he 
noticed a title which was staring at him 
and the title was “How to hug”. He 
knew that this book was not in his 
library. So, he bought it and took it 
to his aircraft. After fastening his seat 
belt, as the aircraft was moving through 
the runway, he excitedly opened the book 
and he found the inside page repeated 
the title “How to hug’\ When he turned 
to the next page he found that it was the 
Fifth Volume of the Encyclopaedia 
beginning with “H-o-w” and ending with 
“H-u-g”! 

May l repeat that in the figures that 
we have talked about, billions, crorcs 
and what not, we do not lose the social 
factor embodied in the human being; in 
the programmes and strategics that we are 
thinking about we do not become so 
preoccupied with the labels that we 
forget the contents. 
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Avoiding inflation as 

well as recession 


T.A. Pal 


There is no doubt that the world 
economy is under an unprecedented 
strain—at least to the extent that the 
present generation has not witnessed in 
the past one like this. Inflation all 
around, a deep energy crisis, set-backs to 
economic growth, oil prices, fuel shor¬ 
tages in many parts of the world, distor¬ 
tion in the patterns of world trade—it is 
certainly not a pleasing situation for the 
commod man to ponder. In seeking 
answers to many problems facing the 
governments the world over, your contri¬ 
bution is, therefore, bound to make a 
difference and a significant one at that. 

The goal of a developing country can 
be briefly postulated—-it is to bring itself 
as rapidly as possible into the twentieth 
century and with the apparatus of indi¬ 
vidual and group well-being—food, cloth¬ 
ing, education, health services, housing, 
entertainment and transport—which are 
associated in every mind, urban and 
rural, with the twentieth century exis¬ 
tence. The task is, therefore, to over¬ 
come the backwardness and poverty, 
because of which the things associated 
with modern civilisation are now denied. 

social structure 

One cause of poverty is an oppressive 
social structure which channels return 
from the many to the few and which 
denies the individual the natural reward 
of his efforts at self-improvement. An¬ 
other is possibly an inefficient apparatus 
of public administration, which denies to 
the country the things—law and order, 
education, investment in roads, power 
etc. which are possible only, when there 
is an effective and incorruptible public 
authority. One more factor is that 
poverty is itself a principal cause for its 
own perpetuation in the sense that pov¬ 
erty denies the country capital for in¬ 
vestment, revenues for education or 
purchasing power for consumer products, 
which are an incentive to effort. 

Where do wc stand now, particularly 
in this part of the world, rather in our 
own country? Life is still so burdensome to 
vast sections of the country’s rapidly rising 
population that their weariness cannot 


be taken for unquestioning resignation 
or submission to despair. The common 
people do not and need not understand 
the sophisticated language in which the 
intellectuals here and elsewhere expound 
the philosophy and dynamics of planning. 
They must feel the fruits in order to per¬ 
ceive it and when the fruits are a mixed 
bag, their faith in planning is bound to 
be a cynical one. Sacrifice is, no doubt, 
a must at every level but the enjoyment 
of a reasonable portion of fruits of plan¬ 
ing, now and then, should not be looked 
upon as an unpatriotic indugence. Such 
enjoyment helps reduce the tension and 
the sense of insecurity, which now grips 
large sections of the population. 

misleading measure 

Tn a country like India, national income, 
as a measurement of progress, is misleading 
from one point of view. The quantitative 
increase in money terms, even at con¬ 
stant prices, even when it is substantial, 
does not convey the great qualitative 
changes that lie behind. The modernisa¬ 
tion of agriculture over considerable 
tracts of the country, the diversification 
of large industries, the diffusion of small 
industries with the help of electric po¬ 
wer, the spread of banking, the acqui¬ 
sition of technical skills by a new gene¬ 
ration arc instances of economic advance, 
which the figures of national income 
cannot adequately reflect. On the other 
hand, when national income is divided 
by the figure of India’s population, the 
resulting per capita income suggests, 
still, a degree of poverty. Economic 
progress is not a fact of sentimental ap¬ 
preciation. It does not easily lend itself 
to measurement when the variables are 
so large in number and their dimensions 
arc so vast as in India. 

At the advent of freedom, we had 
necessarily to build an economy because 
there was no worthwhile economy as such. 
The political aspirations of the people, 
in terms of economic freedom were na¬ 
turally for an economic core, represented 
by the legitimate demand of the 
people that they must be self-reliant 
and there will be more economic equity. 


Wc were, therefore, committed, as a part 
of our heritage of our struggle for 
independence, to two basic concepts, 
namely, economic self-reliance and eco¬ 
nomic equity. Government had, there¬ 
fore, to take a very large number of 
steps which have covered the entire 
gamut of economic policy—fiscal, mone¬ 
tary, production and distribution. It is, 
in this context, that the inevitability of 
public sector in an underdeveloped eco¬ 
nomy will have to be understood. In an 
economy which produces sufficient sur¬ 
pluses finding its way to optimal utilisa¬ 
tion in basic sectors, there should 
possibly be no need whatsoever for a 
specialised public sector. In a low- 
pitched economy, where generation of 
surpluses is low and distribution of sur¬ 
plus is limited, massive investment has 
necessarily to come from the government. 

It is also not possible to conceive of a 
frame of economic growth unrelated to the 
growth of social realities such as educa¬ 
tion, housing and health. There cannot, 
therefore, be any alternative to govern¬ 
ment tryingto convert itselfinto.a trustee 
of public savings for public investment in 
areas of public utility. 

government’s role 

Whether it is infrastructure or 
irrigation, technical education or ele¬ 
ctrification, government has neces¬ 
sarily tu be the focal point of this 
development, without which, neither 
agriculture nor industry could grow. 
Public sector will and should expand to 
the extent resources are available in basic 
industries, especially. If the period of 
gestation in this sector has become longer 
than can be justified on economic 
grounds, the deficiencies are organisation- 
al and would need to be corrected. 

In the Indian situation, the basic com¬ 
pulsiveness of a public sector provides the 
rationale of a mixed economy, in the sense 
of private entrepreneurs cultivating the 
areas where public investment is neither 
possible nor desirable. The problem of 
mixed economy is not only how to keep 
the mix in equilibrium but also to make 
the public sector more economically res¬ 
ponsible and the private sector more 
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socially responsible. India has certain 
lateral advantages for expansion in public 
wctor. The government is more favour¬ 
ably placed than the private sector in rais¬ 
ing domestic finance and foreign exchange 
resources for the new enterprises. 

The recent hike in the oil prices and the 
resultant inflation all over the world has 
underscored two very important factors 
in the world economy: 

(i) The industrialised countries can 
no longer take supplies of raw- 
materials for granted and they 
have to be ready to pay reason¬ 
able prices; and 

(ii) There is no escape from a concept 
of complementarity of production 
among the industrialised coun¬ 
tries and the more developed 
among the developing countries 
if industrialised countries have to 
escape either soaring inflation or 
recession. This is because de¬ 
pendence of the industrialised 
countries on oil is much more 
critical and, if they have to fight 
back depression, they will have to 
export in substantial quantities. 
This they cannot do in a high 
cost economy unless they have a 
production cooperation with the 
more developed among the deve¬ 
loping countries. The new world 
situation, therefore, has brought 
in a new world economic order 
of complementarity and coopera¬ 
tion as distinct from compart- 
mentalisation and confrontation. 

the imbalance 

Government of India is acutely con¬ 
scious of the imbalance created by the 
expanding balance of payments gap and 
has, as a result, adopted a network of 
important policy attitudes. The first is 
to work for a great degree of flexibility 
and selectivity in the system of industrial 
licensing and financial infrastructure. The 
objective of this policy is to optimise 
use of installed capacity in selected areas, 
to introduce greater selectivity in credit 
planning, to make more money available 
for purchases of capital goods and to 
expand the export efforts. These policies 
obviously are calculated to cope with a 
situation in which liquidity has been 
lessened as an anti-inflationary step and 
the economy has also to be saved from 
recession. 

In our exports, we are now planning 
not only to sell goods but also enter into 


turn-key contracts as also sub-contracting 
arrangments with world firms because it 
is in the interest of both that transfer of 
finances should be pari passu transfer of 
equivalancc in labour costs. We have 
also started working out common pro¬ 
duction arrangements with our friends in 
the middle-east and west Asia in terms 
of which the industries which can be set 
up quickly in India would be financed 
by these countries with an understanding 
that part of product will go to them. 
The new export strategy will be of 
particular relevance to the industria¬ 
lised countries because they will find it 
increasingly impossible to function at 
competitive cost levels unless they work 
out production complementarity with the 
developed among the developing coun¬ 
tries. 

mixed economy 

We do believe in mixed economy and 
government of India's policies have 
been based on a concept of a mixed 
economy; but within the parameters of 
a mixed economy it has always been 
understood that the public sector will have 
the commanding heights. This only 
means that the public sector will provide 
the guts to the economy so that there is 
no feeling that keys to the economy arc 
held by individuals and not by the people 
of India as a whole. We are now trying 
to expand the concept of public sector 
both in content and in form. In content 
we are trying to establish public sector 
presence in nodal consumption sectors 
as a stabilising force and we arc also try¬ 
ing to modify the content of public sector 
by convening public sector companies 
from 100 per cent government equity to 
minority public participation. This is an 
exercise in participation and also in mop¬ 
ping up public savings. It is understood 
that the classical capital market is today 
a myth in a developing country such as 
India and, therefore, wc have now to 
transform the concept of buying a scrip 
in a company on the basis of share 
prices quoted in newspapers to the con¬ 
cept of participation in companies in the 
functioning of which people in the area 
have direct interest. In my view, public 
participation in developing economies in 
this particular fashion can substantially 
perform the functions of a developed 
capital market in industrialised countries. 

We have received a large number of 
proposals for transfer of plants on 100 
per cent export basis. It is necessary to 
make it clear that it is neither possible 
nor desirable to announce a global policy 
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on a issue like this. You will appreciate 
that we are interested in export and, 
therefore, a proposal based on 100 
per cent export will necessarily have very 
expeditious and favourable consideration. 
We also would like to make it clear that 
wc are acutely conscious of the process 
of technological obsolescence. At the 
same time, it also has to be appreciated 
that we cannot import technologies which 
do not synthesise with the framework of 
expertise and infrastructure in this coun¬ 
try. Again, we arc absolutely committed 
to keep technological imports limited to 
areas where indigenous competence is 
absent but has to be generated and 
should be generated quickly with external 
technological assistance. 

We are not averse to equity parti¬ 
cipation but we want to limit it to spheres 
where the stake of the foreign collabora¬ 
tion in the production per se is a condi¬ 
tion of sustained production of requisite 
quality and quantity standards. Such 
participation should normally be below 
40 per cent but it could be well above it 
in cases where there are significant pros¬ 
pects of exports and the technological 
input is such in which equity sharing at 
higher levels is in national interest. 

great possibilities ' 

Finally, the industrial situation in 
India presents a picture in which theie 
are great possibilities of growth but also 
some immediate obstacles. The biggest 
obstacle in my view has so far been our 
attitude to industrialisation. We treated 
the government and the industries as on 
opposite sides of the fence and the inter¬ 
sectoral balance has, to a large extent, 
blinded us to the more important reali¬ 
ties of the economic situation. What we 
are trying today is to consider each in¬ 
vestment basically as national investment, 
which it physically also is, considering the 
order of participation of financial insti¬ 
tutions in the investments which has taken 
place even in the private sector so far. 
As far as public sector is concerned, the 
concept of dichotomy between govern¬ 
ment and the functioning units has to 
disappear and, as far as the private 
sector is concerned, production in the 
nodal industries is as important to the 
country as it would have been had these 
industries been in the public sector. We are, 
therefore, basically trying to bring in an 
approach geared on industrial priority 
rather than sectoral precedence. We are 
trying to bring in a complete revolution 
in the attitude of the government vis-a-vis 
industrialisation in this country. We have 
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achieved significant success already and 
we do feel that in the course of the 
next two to three years pilgrimage to 
Delhi by industrialists all over the coun¬ 
try will no longer he treated as wasteful 
occupational hazard hut as rewarding 
inter-communication between agencies 
engaged in the common endeavour of 
building industrial India. This is an 
aspect of industrial culture which, to my 
mind, is of greater significance than any 
other aspect in keeping with the difficult 
situation ahead of our ec >noniy. 

Coming again to the question of public 
sector mobilising resources from the 
common people, the Krishna Menon 
Committee on public undertakings had 
made a strong recommendation in its 
favour as well as for labour participa¬ 
tion in capital. You may now be aware 
that the state owned Scooters India Ltd. 
have offered 49 per cent of their equity 
shares to the public and this is the first 
public sector c mipanyto offer equity parti¬ 
cipation to the public. As a matter of gene¬ 
ral policy, equity in public sector concerns 
had so far been exclusively derived from 
government. My principal effort has 
been to elevate the conceptual level of the 
project from government project to a 
national project. This docs not, in any 
way, mean that the differential character 
of these projects has changed, as govern¬ 
ment would necessarily have minimum of 
51 per cent holding. This concept has 
received contextual support from today’s 
constraints on invcstiblc money with the 
government, 

critical action 

I am confident that what wc arc 
going to do is not only correct in the 
present situation of tight money but 
also critical in long term range of secur¬ 
ing a sense of participation of Indian in¬ 
vesting public in public sector projects. 
Wc feel assured that the public sector 
projects can secure such a subscription 
because wc have been able to generate 
adequate confidence in their functionirg 
to demonstrate that, given correct en¬ 
vironment and leadership, they can func¬ 
tion very well We are also going in for 
public deposits in some selected public 
sector projects which would give them 
higher liquidity, absence of which has 
been constraining their operation in the 
present tight money situation. 

The production in the industrial 
sector is certainly behaving better than 
last year. In the first quarter of 1974-75, 
the rate of growth was 3 2 per cent as 
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against minus I 8 per cent in the corres¬ 
ponding quarter of last year. Advance 
information available with respect to pro¬ 
duction in a large number of industries, 
which account for a substantial weight in 
the index, shows that this rate of 
growth is likely to be maintained during 
the rest of the year also. It is likely that 
1974-75 would show a rate of growth 
between 3 and 4 per cent. Although 
this is better than last year's it is far 
below the country's indusirial potential 
as well as the rate of growth which was 
achieved in the early sixties. The main 
task of public policy in the coming years 
is to step up the rate of growth of pro¬ 
duction in line with the targets. 

industrial policy 

Some recent press reports have re¬ 
sulted in a certain amount of confusion 
regarding the intentions of this' ministry 
with respect to industrial policy. Some 
of these press rep his have given the 
impression that the m nisiry would like 
to move towards a market-oriented policy 
without regard to country's industrial 
priorities or planning. This may be an 
appropriate occasion to exptam the ob¬ 
jectives of g^vemmen’t industrial policy. 
The following are some of the points 
which may be mentioned: 

(i) The government 1ms tried to 
provide flexibility to the produ¬ 
cers in determining their product- 
mix in machine tool, industrial 
machinery and electrical equip¬ 
ment industries however, as is 
evident from the list of indus¬ 
tries in which this facility has 
been granted, flexibility has been 
provided only in industries where 
the entire product of that indus¬ 
try is high priority. We need 
not be fussy whether sugar ma¬ 
chinery is produced or papei ma¬ 
chinery is produced, but the gov¬ 
ernment is certainly fussy about 
whether machinery will be pro¬ 
duced or domestic refrigerators 
or air-conditioners will be pro¬ 
duced. 

(ii) While flexibility has been 
produced where it is need¬ 
ed, government has also tried 
to regulate production an*/ 
or consumption of products 
which are in short supply and 
whose use has to .be regulated 
according to overall social and 
economic priorities. The Cement 
Control Order and the Produc¬ 
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tion Control Order in respect of 
paper are instances of this kind. 
The above shows that there is no 
intention to move towards an un¬ 
regulated economy. 

(iii) With regard to defining capacity 
in terms of inputs or critical 
equipment, it may be clarified 
that the intention is to be selec¬ 
tive, and use this procedure only 
in cases where such a definition 
would enhance efficiency in the 
use of scarce raw material or 
capital resources. 

(iv) Some of the recent measures in 
the field oflicensing arc: defining 
capacity in physical rather than 
value terms, permitting three 
shifts operations, revision of the 
value limit for small scale sector, 
price decontrol subject to certain 
guidelines in respect of commer¬ 
cial vehicles, cars and tractors. 

(v) S?mc of the policy measures 
which have been considered are: 
encouragement to use capacity for 
export production by liberalising 
licensing restrictions which may 
come in the way, and encourage¬ 
ment to the growth of capacity in 
the export industries in the en¬ 
gineering field. 

problem solved 

Less is being heard now in India 
about the threat of recession in the last 
few weeks. It may be mentioned that 
the problem of accumulation of stocks 
in textile industries has been solved to 
a large extent by reduction in prices in 
the month of November This was in 
line with our expectation. It may also 
be mentioned that in the month of De¬ 
cember, there has been a sharp increase 
in the production of commercial vehicles 
over the month of November (18 per 
cent), cars (34 per cent), motor cycles 
(10 per cent), three-wheelers (17.4 per 
cent), and so on. The present produc¬ 
tion trends do not point to a recession 
in the economy. The effects of world 
recession on the Indian economy are 
hard to predict, but they need not be 
very large since exports are a relatively 
small proportion or national income as 
well as total industrial production. This, 
however, is an area of uncertainty and 
should be recognised as such. 

Our main response to any tendency 
towards recession must be by in- 
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creasing investment in the economy, 
and by increasing exports. Realising 
that if our economy has to survive, 
there is no option but to step up our 
exports significantly, every possible 
measure is being taken to increase 
our export earnings. Unconventional 
exports in commodities such as sugar 
and cement are being followed up. More 
important, our effort is to increase our 
exports of non-traditional engineering 
goods particularly to the developing 
countries. Towards the furtherance of 
this objective, a number of bilateral trade 
agreements have been entered into and 
joint commissions with a number of 
countries set up. 

The strategy is to fully exploit 
our present capacity with the advan¬ 
tage of cheaper cost of production 
to meet the developing needs of various 
countries either directly or as a third 
country supplier. Instances deserving 
particular mention are the orders secured 
for the supply of equipment for a coke 
oven project in Yugoslavia, structural 
for a project in Kuwait, buses to Zaire, 
Afghanistan and Sri Lanka. We have 
also reached an understanding with 
Hungary, after an appraisal of our en¬ 
gineering and technical capabilities for 
preparation of a detailed project report 
for settingup of a coke oven project in 
that country on a turn-key basis. 

mutual cooperation 

All possible avenues are being explored 
for mutual cooperation and expansion of 
trade with various other countries. 
Right now. negotiations are in hand with 
the USSR ana a team is in our country 
o explore the possibility of our supplying 
uttvy engineering equipment to third coun¬ 
tries which are setting up projects with the 
issistance of the USSR. We are also nego- 
Jating with a numberof countries for 
issistance for the development of the 
natural resources. 

In order to facilitate exports, govern¬ 
ment has recently made certain changes in 
he value added criterion for steel-based ex¬ 
ports, For items such as steel pipes and 
>right bars which were facing difficulties 
n the export market, the value-added cri- 
erion has been substantially modified 
lOpercent as ag&int 25 per cent along 
ritn certain changes in the base of caten¬ 
ation), h oriler to step up investment, 
lespite difficulties on the resource front, 
pvemnbat has tried to maintain the 
®®po of investment in 1974-75 and ex¬ 



pects to do so in 1975-76 also. Figures 
of the Annual Plan for next year are like¬ 
ly to be available at the time of the 
Budget. The present slackness in the 
capital market as well as the difficult, re¬ 
source situation of financial institutions 
may be referred to by the reporters. Since, 
so far, the government has not done 
very much in this area, it may be neces¬ 
sary to recognise this as a problem and 
indicate government’s intention to take 
necessary measures in these areas also. 

basic law 

One of the basic laws of economics is 
that supply of output is directly related 
to price. The experience of our country, 
however, in the last few years, shows that 
such direct relationship between supply 
and prices is not evident. While prices 
have been increasing at the rate of 18 to 
20 per cent, the index of industrial pro¬ 
duction reeorded a growth of only 0.7 
per cent in 1973 over 1972 and 1.7 per 
cent during the first half of 1974, as com¬ 
pared to the corresponding period of 
1973. At the same time, there is sub¬ 
stantial unutilised capacity in the country 
and, it is, therefore, dear that the current 
inflation is not the result of full employ¬ 
ment of existing real sources in the short- 
run, as is generally the case in advanced 
countries. With the slightest trend to¬ 
wards decline in output prices, there is a 
terdency for the output to be curtailed in 
order to ensure that the decline in prices 
docs not become cumulative. Thus, all 
the operations are geared to an expecta¬ 
tion of perpetual shortages and rising 
prices. This would be a misleading indi¬ 
cator of the social cost of under-utilisa¬ 
tion of capacity, 

In order to avoid inflation, I there¬ 
fore, assign a crucial place to utilisa¬ 
tion of existing capacity in the in¬ 
dustrial sector. This is crucial, because 
utilisation of existing capacity can lead to 
substantial gains in production in the 
short run without too much monetary 
outlay on additional investments, whose 
benefits can be available only after a 
considerable time-lag. The immediate 
problem, therefore, is to overcome the 
constraints that come in the way of using 
the capacity that we have got in this 
country witn past investments. In this 
task, both public and private sectors 
have to play their assigned roles and it is 
my hope that we can create a system which 
would introduce a social compulsion to 
produce and utilise existing capacity 
rather than devote our time to finding 
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alibis for inefficient and under-utilisation 
of the capital resources of the coun¬ 
try. 


In understanding the current situation, 
it is important to remember that any 
turn-around from inflationary phase is 
bound to create some problems of ad¬ 
justment for individual industries in the 
short run. The correct way of coping 
with the situation is to adjust prices and 
costs to the changing level of monetary 
demand rather than resist a lowering of 
prices in the belief that inflation has 
now become a permanent feature of our 
economy. There is no lack of effective 
demand in the country at proper prices 
and, if this is done, I have no doubt that 
we shall be able to avoid both inflation as 
well as any threat of recession, whether 
real or imaginary. Step-up of production 
is the only answer to both inflation and 
recession. It would be my endeavour to 
give a measure of flexibility to the indus¬ 
try for increasing production within cer¬ 
tain parameters. 

economic mysticism 

I am reminded of a story. When a 
man was asked about the age^of a river, 
he stated, ‘’It is three million and 21 
years”. Asked how he could give such 
accurate information, his answer was, 
that, 21 years ago, the river’s age was 
given as 3 million years! There is a fair 
amount of economic statistics in this. 
We delude ourselves into thinking that 
we live in a more rational and scientific 
age than our ancestors. It is also true 
that we live in an age of a particular mysti¬ 
cism and the mystic relegion today is eco¬ 
nomics. I am chary of economic platitudes, 
because they fossilise the attitudes and 
perspectives. The economists can never 
be wrong in their diagnosis and fore¬ 
casts, which arc a function of several 
variables! Their prodictions are admit¬ 
tedly subject to operation of unpredic¬ 
table outside influences. 

Those in political authority, however 
brief, are not in that unenviable 
position. In sharing with you the 
thoughts I have, on the grave economic 
issues facing the country and the World 
alike, I was not enthused about taking 
dip into high intellectual economics. I 
hope that my reflections can stimulate 
appropriate reactions in the nature of 
well intentional counsel from such a high 
intellectual body as this Forum of Finan¬ 
cial Writers. 
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Each of these large industries will 

tell you what we 
did for them. 


Orient Abrasives 
Ltd-get 5000 MVA 
power; 

This unit of a Delhi - 


based group found the 
beuxtte-rich Porbandar 
locationally ideal But 
there was no power to 
plugin It had to be 
brought from about 
11 km away Which 
GIDC did GIDC also 


put a massive 
2 27 300 litres a day 
water on tap, where 
water was scarce 
Alongwith water, came 
50 acres of developed 
land and housing 
tenements What more 
could you ask for ? 


Finance ? 

>e$ GSFC and GIIC 
can provide you with 
the necessary financial 
assistance, the way 
they've done for Orient 
Abrasives Ltd 


Bundy Tubing of 
India Ltd.-sssistance 
for a largo loan and 
foreign exchange: 
This unit of a Madras- 
based Company 
required a large loan 
and foreign exchange 
GIIC provided a base 
of Rs 15 lakhs which 
set the ball rolling for 
ICICI, LIC Bank of 
India Bank of Baroda 
and GSFC to raise a 
total finance of 
Rs 162 50 lakhs i Now 
you know who II help 
you with big money 
too 

It & GIDC again which 
provided with the 
necessary land and 
infrastructural facilities 
to this Company at 
their Makarpura 
Industrial Estate 


Lakhanpal National 
Ltd.-wanted to tat 
up a Re, 137 lakh 
project; 


Here's a Bombay* 
based Company 
needing e long-term 
loan ana an ideal 
location to launch a 
plant in Baroda Who 
do you think offered 
these to them ? GSFC I 
With a term loan of 
Rs 20 lakhs which 
helped them to 
implement the protect 
And GIDC with the 
land complete with all 
infrastructure 
facilities at thfr 
Makarpura Industrial 
Estate If you ve got 
farsighted plans 
GSFC s there to fend a 
helping hand And 
GIDC for industrial 
sites 


Now tell us what we can do for 





In and 


V. Balasubramanian 


Thai International— the “Get bio It'’ 
airline—reminds passengers about to 
disembark at Bangkok that “while Thai¬ 
land is a land of smiles and a country 
where almost every visitor greatly enjoys 
himself, it should be remembered that the 
King and the Queen as well as the Buddha 
are ail sacred and are not to be the subjects 
of even the most innocuous joke.” In¬ 
deed, the divinity that doth edge a king 
is supposed to be taken so seriously in 
that country that the visitor is further 
advised that “as Thai money has the 
King’s picture on it, even money itself 
should not be mistreated”—an admoni¬ 
tion which is perhaps superfluous in the 
case of most Indian travellers abroad 
who normally do not have much foreign 
exchange either to mistreat or treat them¬ 
selves with. 

Thai International was not exaggerat- 
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attempts made by the King to bring unity 
to the different hill tribes, there were still 
persons who would attempt to malign the 
royal effort. Dr Asa Mcksawan, governor 
of Chiengmai, Thailand’s famed northern 
city, told the court that the poem was 
calculated to create an impression among 
the public that the King was favouring 
the hill tribes while ignoring the farmers. 
Where the sympathy of Bangkok’s ebul¬ 
lient student community lay was clear 
enough during the proceedings in the 
court for, even as the loyal cartoonist 
concluded his evidence, he was booed 
and jeered by the students crowding in 
the courtroom. 

It need not be doubted, however, that 
the King and the Queen arc widely res¬ 
pected and admired in Thailand. At the 
same time, the institution of [monarchy 
as a positive and functioning political 
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ing. In the third week of December last 
when I was spending a few days in Thai¬ 
land, the local press was reporting what 
was described as the “lese-majeste trial” 
of Mr Pradcrm Damrongcharoen, editor 
of the student magazine Sajiatham. The 
offence he was charged with was that he 
had published a poem which, it was 
alleged, was in the nature of an insult to 
the King and the royal family since it 
appeared to suggest that they were visit¬ 
ing the hill tribes in the north frequently 
and bribing them with gifts of plants and 
cattle. The trial featured evidence by the 
cartoonist, Mr Prayoon Chanyawongse, 
a Magsaysay Award winner, who had 
denounced the poem and its publication 
in a newspaper Thai Rath He testified 
that he felt sorry because, despite the 


force seems to be coming increasingly 
under some very genuine and serious 
questioning within as Well as outside the 
student community. This is not surprising 
since royally had been playing a merely 
ceremonial role during the long night of 
the military dictatorship. What is sur¬ 
prising, however, is that, even after the 
regime of Field Marshal Thanom Kitti- 
kachom was overthrown in October 1973 
following the student agitation, the King 
has shown no clear purpose in terms of 
giving a positive direction to the political 
process. Many friends of Thailand, 
though perhaps not the Thais themselves, 
should have often thought in the course 
of 1974 that what Thailand needed as well 
as deserved was a firm and enlightened 
sovereign functioning with the authority 
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of history as Well as his own personality, 
somewhat on the model of the Shah of 
Iran. King Bhumibul, Adulyadej,however, 
has not seen himself in that role. On the 
contrary, he seems to have resolved to 
abide faithfully by the implications of 
the “October revolution” and preside, 
strictly as a constitutional monarch, over 
a process of nursing his country into a 
parliamentary democracy. 

programmed evolution 

It could be said at once that this resolve 
did (and docs) the King great credit, but 
it is not equally clear that it has brought 
or is bringing Thailand the benefits that 
this idealistic approach could in theory 
have been expeeied to yield. In any case 
the man whom the King has chosen to be 
the Master of Ceremonies for guiding the 
programmed constitutional evolution has 
never been very convincing in that historic 
role. The prime minister, Mr Sanya 
Dharmasakti, was admittedly picked by 
his King because of the reputation that 
this elderly scholar-statesman (who is 
perhaps more scholar than statesman) 
enjoys for piety and integrity. Valuable 
as these qualities are in any human being, 
they have unfortunately not been enough 
in this instance to enable their possessor to 
hew a stable path for his country’s imme¬ 
diate political progress. 

At the time I was in Thailand, the then 
impending general election, which was 
to set the seal on the democratic consti¬ 
tution so trustfully written up following 
the overthrow of the military regime, was 
no doubt being looked forward to by the 
Thai people with a great deal of excite¬ 
ment but without solid expectations. As 
a matter of fact, it was already being 
taken for granted that no stable admi¬ 
nistration or even alliance was likely to 
emerge after the poll. This was not only 
because 42 parties and some 2,199 candi¬ 
dates were in the field for 269 scats. The 
real problem was that there seemed to be 
more generals than men in these hordes 
of vote-seekers. This seemed to be true 
even cf the Democrats who started with 
the strategic advantage of having provided 
at least a symbolic opposition to the 
military dictatorship and the tactical 
advantage of some organizational re¬ 
sources and expertise. 

In the event, in the elections held on 
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January 26, the Democrats had emerged 
with 72 seats, having polled 26 per cent of 
the total votes cast, although this has 
placed them in the position of being 
the largest single party. It has also con¬ 
fronted them with a situation where they 
are outnumbered by one by the combined 
strength of the two major right wing 
parties, Social Justice with 45 seats and 
Thai Nation with 28 scats. At the time of 
writing reports in the newspapers state 
that Mr Seni Pramog, leader of the Demo¬ 
crat party, has announced that he would 
form a minority government on the basis 
of a coalition with the Social Agrarian 
party which holds 19 seats. This alliance 
would still need outside support, some 
of which-is expected to be provided by the 
Social Action party which disposes of 18 
scats. Incidentally the Social Agrarian 
party is right wing and it is therefore 
likely that the new minority government 
may have to accept compromise as a way 
of life. Even then it is by no means the 
case that Thailand could look forward to 
stable government with reasonable ccrtain- 
ty.^ Incidentally, the election of the Speaker 
of the National Assembly has produced 
a surprise in the form of the success of a 
right wing candidate, Mr Prasit Kan- 
chanawars leader of the Social Nationalist 
party. 

rampant factionalism 

Meanwhile, the factionalism which 
came to the fore in the months before 
the election and the stories of 
corruption and money flowing like 
water, which were common on the 
eve of the poll, must have left a sour 
taste in the mouth for those sections of 
the Thai public who might have been 
hopefully thinking in terms of clean 
politics and clean government after .all 
those dirty spells of autocratic rule by 
military strongmen. 

The student community of Bangkok to 
which must go some of the credit for the 
overthrow of the Thanom regime in 
October 1973 has, within limits, been a 
cleansing and 'Leavening influence in 
politics, but it is now more than possible 
to doubt that it will not increasingly be 
having its own problems of integrity, 
discipline and purposiveness. Although, 
as m the lese-majeste case, it may still 
be able to function as a liberalizing force 
in public life, its leadership lias itself come 
under some public suspicion and much 
critical scrutiny lately. The audit com¬ 
mittee of the national student's centre of 
Thailand (NSCT) recently reported large- 
scale swindling of funds amounting to 21 
million baht (about a million US dollars). 
The committee accused its treasurer, Mr 

* As we go to press it has been announced 
that Mr Sent Pramog has been elected by a voice 
vote — Ed. 
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Boripat Met ha vet, a 4th year student of 
Chiengmai university, of embezzling more 
than half a million baht and diverting 
the money to his family's lumber busi¬ 
ness. The closing weeks of December 
last found the NSCT declaring that it 
would flle a law suit to get the money back 
from its treasurer who, at that time, was 
reported to be in hiding and hard to 
trace. The strength of the student move¬ 
ment has been its crusading zeal and it 
is rather said that its image has been 
spoiled, even if only temporarily, at a 
time when parliamentary democracy is 
having its trial run to the accompani¬ 
ment of some of the demagogic vices or 
weaknesses associated with this form of 
government even in its mature phases. 

restless frontiers 

That Thailand could ill afford political 
instability or social unrest is clear enough. 
For one thing, its restless borders are 
not getting any ihe less restive. Much of 
Thailand, it has been said, is no man's 
land, even as most of Burma is. This 
may be an exaggeration but there is no 
doubt at all that long stretches of Thai¬ 
land’s frontiers are chronically disturbed. 
First there is the persistent Laotian in¬ 
filtration on the north and cast. Then 
there is Thailand’s border with Burma 
in the north and west where the Shan 
rebels, traditionally at war with Rangoon, 
and some of the world’s most determined 
drug-running gangs have together made it 
impossible for authorities on other side 
of the border to maintain even a semblance 
of order. The Thai-Malaysian border, 
again, is pounded by racial and political 
tensions, with political rebellion, banditry 
and smuggling making a malevolent and 
violent trinity. Although the Thai and 
Malaysian governments have attempted 
some degree of co-ordination of their 
respective operations against the lawless 
elements, the Muslim separatists in this 
region pose a delicate problem to Bang¬ 
kok in its diplomatic and political rela¬ 
tions with Malaysia. 

Early in December a notorious bandit 
leader operating in southern Thailand 
kidnapped three women teachers and 
held them as hostages. Even as all Thai¬ 
land was fretting and fuming against the 
feebleness of police operations against the 
kidnapping gang, two more teachers were 
seized, driving the entire community of 
teachers in the south to stage a mass pro¬ 
test against the lack of security for them. 
The Bangkok Post saw in these kidnap¬ 
pings more than stray acts of criminality. 
As this newspaper put it, ’‘Thailand’s 
south is such an explosive mixture of 
warring races, creeds and ideologies that 
the kidnappings are but the most evident 
and obvious marks in an increasingly 
complex situation.” Describing the kid¬ 
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nappers as “the most apparent menace 
in the south today, (he Bangkok Post 
said that “with five teachers kidnapped 
in the space of a week, as well as other 
citizens, Thai and foreign, kidpapped over 
the past years, these menaces are, in their 
own way, as dangerous as the more widely 
publicized kidnappers of Argentina or 
Brazil.” It wound up its observations 
with the sombre statement that “the 
blame, in a certain way, rests with all of 
us in the capital who have not taken the 
southern woes seriously enough or soberly 
enough and those of us who refuse to 
acknowledge that our fellow-countrymen 
are in deep, dangerous explosive trouble.” 

It is in a way strange that Thailand’s 
military strongmen, who had been ruling 
the roost for so long and until so recently, 
had left such a vast legacy of battered and 
bruised frontiers and border areas. It is 
of course true that these parts of Thailand 
are in the most violently agitated region 
of Asia. Even so, it could perhaps be 
surmised that the US military presence in 
Thailand, which itself was one expres¬ 
sion of American militaiy strategy for 
southeast Asia centred in Vietnam, has 
at least been partly responsible for the 
successive military regimes in Bangkok 
failing to work out a political or military 
policy more precisely tailored to Thai¬ 
land’s own need for reasonably peaceful 
and secure frontiers. Not that whether the 
or now there was or is any wild antago¬ 
nism among the people towards the 
American bases. On the contrary, the 
Thais, who are engagingly paradoxical in 
the sense of being both practical and 
happy-go-lucky, have only been too cons¬ 
cious of the material benefits of the bases 
especially in the northeast, where the 
more substantial of them have been 
located and the local communities have 
been benefiting considerably in terms of 
jobs and incomes. 

employment potential 

It was estimated towards the end of 

1973 that US bases in Thailand provided 
some 15,000 jobs for local populations in 
the form of direct employment, While 
the 4 ‘labour multiplier” accounted for 
another 5Q,0C0 peripheral jobs in service 
industries and trades, excluding the enter¬ 
tainment trade, which again brought in 
large earnings, thanks to the rest-and- 
recreation spending by l)S servicemen in 
Bangkok. These flows of income have 
considerably shrunk in the course of 

1974 and in any case business has certainly 
slumped in Bangkok's night clubs and 
massage parlours as the United States 
started pulling out of its massive engage¬ 
ment in Vietnam. The bases in Thailand 
have also been directly affected by the 
steady withdrawals of US military person* 
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WE ARE PROUD I NDEED ! 

OUR DEPOSITS HAVE SOARED TO R«. 277 CRORES, 

Up Rs* 61 Crores in one year 

& 

MORE THAN DOUBLED IN THftf E YEARS 

Rs. 125’Crdres at and 1971: Rs. 277 Crores at end 197$ 

OUR ADVANCES TOO HAVE MORE THAN DOUBLEO 
Rs- 82 Crores at end 1971: Rs. 195 Crores at end 197$ 


WE OPENED AS MANY AS 71 BRANCHES IN 1974 
TO MAKE 500 OUTLETS FOR INDIAN BANK SERVICE 


FIGURES APART, 


OUR PRIDE IS ALL THE GREATER 
THAT IT IS THE ABOUNDING 
GOODWILL OF OUR PATRONS 
THAT HAS HELPED US 
GROW SO PHENOMENALLY I. 


AND SO, 


WE TURN THIS BOUQUET 
TO OUR PATRONS I 
WITH A REDEDICATION 
TO THEIR SERVICE 

BY 7392 CHAMPIONS THAT WORK FOR 




INDIAN BANK 

THE BANK THAT CARES FOR TOUR INTEREST. 
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fsitoke-om 
of the fosttfon scene 

0waiter tutting haa taken 
over the faahlon acene - . It'a 
g'bya to yeeterday'a faahlon 
and fabrlee. A rafreahlng 
departure from the old waya. 
The, new, exciting Ufa of 
Owallor 8ultlng la hara. It'a 
the height of faahlon power. 
With It'a kaleidoaooplo 
eotoura, extraordinary 




ad from that country. It is interesting to 
note that, even in October 1973, When 
Student activists rose against the Thanom 
regime, there was not much shouting of 
“Yankee, go home” and right now there 
seems to be little controversy over the 
remaining US presence among the political 
parties, with neither the right nor the 
left inclined to make an issue of it. If 
there is any coherent attitude at all to* 
wards this question, it is perhaps a general 
view that the Americans might as well 
stay on till some kind of peace comes 
to Thailand's strife-torn neighbours, there¬ 
by moderating some at least of the many 
political and military pressures impinging 
on its border areas. 

towards stability 

It is of course only too true that sooner 
or later Thailand itself should assume the 
primary and the ultimate responsibility 
for working out a conjunction of political 
and military means which could bring 
about an end to the violence and lawless¬ 
ness which are ravaging life and economy in 
many of the areas vital to its security and 
important for its agriculture and industry. 
This is probably the most urgent task facing 
any new government in Bangkok. Next in 
the order of priorities, perhaps, are certain 
foreign policy issues highly relevant to 
the progress of the economy. Sooner or 
later Thiland will have to cultivate gainful 
political and economic relations with 
China. Not that there is anything like a 
vacuum there even now. Although Bangkok 
has not yet established diplomatic relations 
with Peking, for quite some time now Thai 
governments have been taking a permissive 
view of traders making their own contacts. 
It is however being increasingly realized 
that more positive initiatives are necessary 
and have become possible. 

In December last, Bangkok sent a high 
level trade mission to Peking for nego¬ 
tiating a firm agreement or establishing 
direct trade relations. This mission 
followed the National Assembly scrap¬ 
ping formally a 15-year-old ban on trad¬ 
ing with China. One result of the mission 
Was a decision to set up a state trading 
corporation in Thailand to deal with 
those countries which, like China, operate 
state trading organizations. It is expected 
that Thailand would be able to export 
jute, rubber and tin to China, which is 
already selling Thailand machinery, iron, 
raw silk and petroleum products. The 
agreement contemplates commercial tran¬ 
sactions between the two countries on a 
eash or "parallel trade basis'' rather than 
through barter agreements. Incidentally 
China had sold Thailand earlier in the 
year 50,000 tonnes of diesel oil at a rate 
described as a “friendship price.” It has 
been indicated however that in future 
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Thailand will purchase China's petro¬ 
leum products at prevailing world market 
levels. The China council for the promo¬ 
tion of international trade is expected to 
visit Bangkok in due course to finalize 
specific transactions and the prices and 
quantities of particular commodities to 
be traded between the two countries. 

Quite naturally this move on the part 
of Thailand to start trading directly with 
China has kindled discussicn on the 
prospects of the two countries establishing 
diplomatic relations with each other. 
With Thailand currently recognizing Tai¬ 
wan, Bangkok is disposed to be cagey, 
at least for the time being. Questioned 
on this point Thailand’s deputy minister 
of Commerce, Mr Prasong Sukhum, who 
led the trade mission to Peking, warily 
told journalists in Peking that "wc have 
talked about trade and this will lead to 
other relations, but the pace will be to the 
liking and convenience of both sides.” 
Now that Thailand has held a general 
election and a new government is about 
to assume power in Bangkok, it could be 
expected that the issue of Thailand estab¬ 
lishing diplomatic ties with China will 
be activated. 

While the new government in Bangkok 
will have to innovate in the matter of 
Thailand's relations With China, it will 
have to renovate its relations with Japan. 
Curiously enough, while there is little 
popular animosity against the Americans 
and instead there is a general readiness 
even to be grateful for the financial fall¬ 
out of US bases and other aspects of 
American military presence in southeast 
Asia, there are strong undercurrents of 
uneasiness or even resentment against 
what seems to bo regarded as neo-colonia- 
list economic penetration by Japanese 
big business. 

cheap consumer goods 

Although young Thais seem to revel 
in the Honda, while Thais of all 
ages and most descriptions seem to 
appreciate only too well consumer goodies 
such as Japanese cameras, transistors and 
watches, there seems to be a feeling that 
Japan is trying to sell too much too fast 
in the Thai market. It is no doubt true 
that, while Thailand has generally been 
enjoying a substantial surplus in its aggre¬ 
gate foreign trade, it has considerable 
payments deficit in relation to Japan. 
But then it is not at all clear that the 
Thai-Japancse trade has been to the dis¬ 
advantage of Thailand. On the contrary, 
the standard of living of the Thai people, 
especially of the middle class, may have 
appreciably improved through the oppor¬ 
tunities available to them for spending 
money incomes generated for instance 
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by American spending on low-priced 
Japanese consumer goods. 

Nevertheless, even the authorities in 
Bangkok are known to have been some¬ 
what resentful of Thailand's trade deficit 
with Japan. There was for instance an 
occasion late in 1972 when it was sus¬ 
pected that the authorities were not lack¬ 
ing in sympathy for a boycott of Japanese 
goods which the student activists had 
organized. Although agitations of this 
nature have not had any enduring impact 
on sale of Japanese goods in Thailand, 
they have certainly helped to keep alive 
certain deepening feelings of protest or 
resentment. Tt is indeed so very easy to 
recall the reception which the then prime 
minister of Japan, Mr Kakuei Tanaka, 
had when he visited Bangkok in Jan* 
uary 1974 in the course of a goodwill 
tour of southeast Asian countries. Alth¬ 
ough the student demonstrators in Thai¬ 
land's capital were mercifully much less 
violent or destructive than the agitators 
in Jakarta where Mr Tanaka Went subse¬ 
quently, they certainly made it dear that 
economic cooperation between their 
country and Japan would have to reckon 
with a number of emotional or even neu¬ 
rotic road blocks. 

bridging the gap 

It is a favourite pastime of commen¬ 
tators on Japan's economic policies in 
southeast Asia to pontificate on the 
need for the Japanese to team to com¬ 
municate withthe people of other cultures. 
Surely it would be equally relevant to 
point out that, if southeast Asian coun¬ 
tries are indeed in earnest about benefiting 
from Japanese resources and expertise in 
industry and trade, their leadership should 
also assume some responsibility for bridg¬ 
ing the cultural gap. In any case, the 
distribution of blame apart, the sad truth 
remains that the psychological climate 
for fruitful cooperation between Japan 
and several southeast Asian countries on 
the basis of mutual advantage remains to 
be generated through shared effort. View¬ 
ed in this context the rethinking that 
seems to be going on in Japan over 
investing in industries in Thailand is 
not difficult to understand. 

A conspicuous expression of this 
rethinking was ihe decision taken by 
Mitsu and Mitsubishi in September last 
year to pull out of a deal worked out in 
May 1973 to build and operate a petro¬ 
chemical complex about a hundred miles 
southeast of Bangkok. This project, 
which was to have cost US $ 4C0 million, 
was to be a 50 : SO joint venture with 
Thai partners. It aimed at producing 
plastics and detergents for the home 
market, which would have helped to save 
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Thailand some US $ 45 million a year 
on imports. The Japanese firms aban¬ 
doned the scheme on the ground that 
further investigation had shown that the 
local plastics market would not be able 
to support production on the scale cor * 
tempiated. tt was also stated that the 
proposed project had become less feasible 
economically since its cost estimates had 
escalated since the original estimates. 
Apart from these openly stated reasons 
the Japanese firms were also reported to 
have been influenced by the political 
uncertainty in Thailand and the lack 
of enthusiasm among at least some sec¬ 
tions of the Thai people for a large Japa¬ 
nese industrial presence in that country. 
On the'assumption that Thailand needs 
foreign know-how and investment, as so 
many countries in south or southeast 
Asia do, for supplementing domestic 
resources available for the growth and 
diversification of industry, it should cer¬ 
tainly be one of the more important items 
on the agenda for a new government in 
Bangkok to enunciate consultations with 
the Japanese government and firms on an 
agreed programme of Thai-Japanese joint 
ventures. 

regional cooperation 

Thailand has fairly close economic rela¬ 
tions with neighbours such as Malaysia, 
Indonesia and the Philippines. As one of 
the important producers of rubber, copper, 
lumber and tin in the region it stands to 
gain by participating in a regional effort 
to coordinate production and export 
policies for these commodities. This is 
an area where its government has been 
encouragingly active. There is a ready de¬ 
mand for its rice in Malaysia while its 
growing manufacture of jute and kenaf 
sackings has been helped by the availability 
of a market in Indonesia, Textile, paper, 
sugar and the cement industries are among 
the country's growth industries. Japan 
imports sugar from Thailand; and recently 
the Siam Cement Company, a semi govern¬ 
ment-owned organization, signed a con¬ 
tract with Saudi Arabia to sell 336,000 
tons of portland cement. This transaction 
is noteworthy for two reasons. In the first 
place it is a token of Thailand’s interest 
in tapping the rich potential of the oil- 
rich states as markets for manufactured 
goods. Secondly the deal suggests that 
the Thai cement industry is becoming inter¬ 
nationally competitive, thanks to a sound 
and expanding production base. The total 
output of cement this year is expected to 
be about 3.8 million tonnes, with domestic 
demand running at three million tonnes. 

A few Indo-Thai joint ventures are now 
in operation and some more are in the 
process of implementation. The Indo- 
Thai Synthetics Company Limited has 


been in production fpr some time and its 
output of spun viscose rayon yam* polyes¬ 
ter yam and acetate/viscose yam is popu¬ 
lar in the domestic market and is also being 
exported to Indonesia, Australia, Afgha¬ 
nistan and some of the European coun¬ 
tries. This firm is undertaking an expan¬ 
sion scheme for which there is satisfactory 
scope since the Japanese man-made fibre 
industry is being priced out of most of its 
markets in southeast Asia due to its high 
labour costs and increased expenditure on 
anti-pollution technology. 

search for oil 

As in so many countries around the 
world, there is considerable excitement in 
Thailand over the possibility of oil dis¬ 
covery. Indeed prospects for Thailand 
drilling its own oil became bright when 
two discoveries were announced in the 
Gulf of Siam some time ago. Change of 
governments and political uncertainties 
seemed to have come in the way of 
these discoveries being followed up vigo¬ 
rously or a substantial oil exploration pro¬ 
gramme being mounted. Here again is 
a matter to which a new government 
will be expected to give its attention. If 
Thailand could establish its own produc¬ 
tion of oil, it could also help it to realize 
more easily its plans for a petrochemical 
industry and in particular a fertilizer 
industiy. 

The world boom in commodity and raw 
material prices has enabled Thailand, with 
its rich natural resources, to enjoy a cer¬ 
tain measure of domestic prosperity as 
well as an enviable strength in balance 
of payments. However, with rubber 
prices falling and the export demand 
for lumber being affected by the 
slowing down in construction indus 
tries in many industrial countries 
due to recession, Thailand has need to 
address itself vigorously to tapping the 
potential of its agricultural and indust¬ 
rial economy for growth and diversifica¬ 
tion. This is all the more important be¬ 
cause much of its rice and rubber growing 
areas are in border regions where chronic 
lawlessness and the depredations of ma¬ 
rauding gangs arc taking a heavy toll of 
rural production or productivity. Mean¬ 
while in an attempt to promote stability 
and boost morale in the rural areas, the 
National Assembly has passed a Land Re¬ 
form bill aiming at the provision of more 
land for the smaller farming families which 
are expected to increase in number from 
five million households to seven million in 
the next 10 years. 

Thailand’s population had been grow¬ 
ing at an annual rate of about 3.1 per cent 
since 1960 and is now over 40 million. 
Its people arc industrious and they are 
also mobile, with the younger generation 
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developingataste for urban life or at least 
urban standards of living. There is thus a 
movement towards an industrial culture 
as is evidenced by the success of sophistic 
cated industrial plants in sectors such as 
light engineering and electronics. There 
is, for instance, the National Thai Com* 
pany, a Thai-Japanese joint venture, which 
has grown rapidly to employ 700 workers 
in its ten factories. These plants produce 
electric fans, dry batteries, storage 
batteries, radios, television sets and 
stereo sets and has found markets for 
its products in Europe, Japan and the 
United States. 

It is clear that, it Thailand is to improve 
on its GNP pet capita growth rate, which 
was of the order of 4.6 per cent in the period 
1960-72, it will have to address itself seri¬ 
ously to Well-defined objectives of econo¬ 
mic development. Many of them will 
necessarily have to lie in the area of in¬ 
dustrial expansion but it does not mean 
that Thailand's rich agricultural resources 
cannot participate substantially in the 
country’s further economic development. 
On the contrary, there seems to be good 
scope for the expansion of soya bean 
production as well as the establishment of 
palm plantations. This could help also 
the promotion of more agro-based indus¬ 
tries. Thailand already produces tropical 
fruit in rich abundance and variety. Fruit 
canning and processing could grow per* 
haps faster in the future than it had done 
inlhe past. For all this local initiative and 
enterprise must naturally provide a base 
but the economy certainly stands to gain 
a great deal by developing a liberal philo¬ 
sophy towards foreign enterprise and in¬ 
vestments. 

planned development 

As Thailand grows economically, the 
problems of regional development and 
planned urbanization come increasingly 
to the fore. Even as it is, one out of every 
four Thais lives in Bangkok. Part of the 
overcrowding of Bangkok is certainly to 
be ascribed to the lure of the GI dollar 
during the peak or the plateau of Rest 
and Recreation. Even otherwise there 
had always been and there will perhaps 
continue to be a steady stream of people 
from the rural areas in search of a liveli¬ 
hood. This stream has not always run 
clear. On the contrary it has been mud¬ 
died by a traffic in young girls mostly from 
the northern villages. It is claimed that 
many of these young people are able to 
return to their parents in more or less 
good shape after a stint of domestic ser¬ 
vice in Bangkok households. Where a 
large number of them, however, seem 
to work for their dowry is under the far 
less reputable auspices of Bangkok's proli¬ 
ferating brothels. 

Even after the worst is said or written 
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about the legacy of US mililary presence in 
east or southeast Asia, it should still be 
possible to mention something worse still 
which is that the GI dollar has vulgarized 
outrageously what has been described as 
the “makc-no-bones sexuality'' of simple 
communities in many east and southeast 
Asian lands. ( should however add in fair¬ 
ness that not all of the commercialized 
vice in Thailand is to be attributed to the 


free spending of the Gfe. Within a few 
miles of Thailand’s border with Malaysia 
a massive prostitution industry is reported 
to be functioning and catering mainly for 
customers from Malaysia intent on week¬ 
end pleasure. Meanwhile the ECAI-E is 
building for itself a mullistoreyed head¬ 
quarters in Bangkok. Incidentally it is 
amazing that IJN agencies, allegedly 
serving the poor of the world, should be so 


greedy about housing themselves in sprawl¬ 
ing expanses of glazed and concreted 
spaee. It is perhaps not unreasonable to 
suggest that the eccncmic progress of 
T hailand is not to be judged by the obt¬ 
rusive affluence of the ECAFE bureau¬ 
cracy. On the contrary, a worthier indi¬ 
cation of Thailand’s economic progress 
in the future ould be the measure by which 
sex in Bungkok ceases to be on tap. 

(to be continued) 


Boost to European confidence 

Vienna E.B. Brook 


Several significant developments have 
combined to change the dreary face of 
west Europe's economics and to make 
it a trifle more promising. The west 
Europeans and the USA have begun their 
discussions on how best to prepare for 
direct collective negotiations with the 
major oil producers; the Common 
Market's Commission has agreed on a 
plan to protect any member state from 
paying an unfair share of the Market's 
running costs which may save Britain so 
significant a sum—-some have spoken of 
£100 million a year, though this should 
be taken with reserve—that all but the 
most stubborn objectors may now agree 
to continue British membership on the 
improved terms. At the same time Mr 
Wilson’s visit to the USA combined with 
a major British concession over projected 
petroleum revenue tax to companies 
(several basically American) with gas 
fields in the British sector of the North 
Sea and the announcement of the British 
four-year plan to cut the UK's mounting 
balancc-ot-payments deficit (£3.7 billion 
last year) have combined to revive the 
badly flagging American confidence in 
Britain's future. Simultaneously, France 
has been making a major go-it-alone 
effort with Egypt, following very success¬ 
ful commercial negotiations with Iran, to 
revive its former considerable influence in 
west Asia, 
overall effect 

The overall effect, combined with a 
generally good showing in exchange rates 
by European currencies against the dollar, 
has been to give European confidence 
a needed shot in the arm. The 18 
months since the four-fold increase in oil 
crude prices staggered them with a humi¬ 
liating realisation of their economic vul¬ 
nerability, the still steadily mounting 
inflation and unemployment and the need 
to live more carefully have their salutary 
aspects, but major industrial countries 
cannot thrive nor benefit world commerce 
generally in an expressively prolonged 
fit of depression and resignation. The 
even deeper dejection currently In the 
even more sensitive USA could have the 


same cramping effect if prolonged: the 
current squabbling between the Congress 
and the President over economc mea¬ 
sures of American self-help are a measure 
of that depression. 

The discussions on oil-consumer co¬ 
operation in Paris to prepare for nego¬ 
tiations with the producers are not going 
easily. Washington is insisting on soli¬ 
darity in financial and conservation plan¬ 
ning and in promoting new energy sour¬ 
ces as its condition for holding talks with 
the producers. It wants what would be in 
effect a minimum import price for energy 
to ensure that necessarily large investments 
in alternative sources will not be jeopar¬ 
dized. The French consider the Ameri¬ 
cans want to keep energy prices too high 
and the West Germans have clashed with 
the Americans on how to raise the money 
for the huge 25 billion dollar mutual aid 
fund of the consumer nations to defray 
prospective oil payments deficits. West 
Germany considers the American plan is 
too inflationary and that the US plan for 
a financial pool as a source of loans to 
industrial countries in deficit for oil pay¬ 
ments would be merely generating new 
money and blowing up already dangerous 
inflation in the major industrial states. 
W. Germany would prefer the Bank for In¬ 
dustrial Settlements, acting as agent for the 
industrial nations, to borrow the necessary 
funds in the market place. The American 
plan put forward by Dr. Kissinger would, 
in the view of W. German bankers, involve 
reshuffling industrial countries' reserves 
and that it would help very little if at all, 
in dealing with the excessive supply of 
“petrodollars/* 

Whatever form the scheme takes even¬ 
tually it is unlikely to come into opera¬ 
tion before late spring since it will require 
ratification by national parliaments. The 
oil producers* attitude to the schemes for 
re-cycling their “petrodollars” is that very 
few had shown themselves ready to 
admit that the oil producing countries 
should play a greater part in the inter¬ 
national monetary system. The govern¬ 
ment most obdurately opposed to this 
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idea is the American: the French and 
W. Germans have shown themselves much 
more flexible, although the W. Germans ha¬ 
ve taken nervous precautions against furt¬ 
her heavy oil-producer investment in their 
most sensitive industries. The French 
and the British have been busy fixing 
industrial cooperative deals with Iran and 
Egypt and British financial agencies are 
arranging to help establish an internation¬ 
al capital market in Tehran. 

exdessively anxious 

In general, the Europeans consider 
the Americans are excessively anxious 
about the petrodollars. Like the Euro¬ 
dollar, which became a financial pheno¬ 
menon in the last decade, the petrodollar 
is accepted as having come Jo Stay and 
the wise, think the Europeans, will work 
out ways by trial and error of how to 
work with it and not how to cramp 
and exclude it. The American trades 
unions, the last word in American pro¬ 
tectionism, have revealed the transatlantic 
mind by recommending exclusion; the 
European, partly because more dependent 
on West Asia for industrial energy 
and partly because he has for long been 
accustomed to doing business there, is far 
more flexible and cooperative. This month’s 
summit meeting of the principal oil ex¬ 
porting countries to fix oil prices geared 
to inflation rates will be significant not 
only to oil revenue earners but in inilenc- 
ing the reactions of the biggest oil buyers 
in west Europe whose own oil is likely 
to begin flowing significantly this year. 
The first oil from the British Forties 
Field is expected to be landed by October 
and the Norwegians are expecting sizeable 
production by next year. 

A fall-off in West Asian prosperity 
would, in any case, not suit the west 
Europeans at all Their long-term indus¬ 
trial supply and cooperation agreements 
with the oil sheikhdoms, Iran and Saudi 
Arabia look to continued prosperity and 
ample funds in those areas, Britain, 
France and West Germany ate equally 
interested in seeking their West Asian 
cooperators continue to flourish. The 
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bankers’ talk of a drying-up of oil- policies may undergo changes fairly toon while others let rates float refatively m 
earners’ funds may be regarded as some- to counter excessive appreciation of line with market forces. In this way the 
thing of a gimmick to induce the Ameri- strong currencies. Some countries may mark, the guilder and the Swiss and 
cans to less aggressiveness in the Fans also cease to support weak currencies as Belgian francs have been allowed to rise 
talks over the 25 billion dollar fund which the need arises to fight unemployment to help reduce domestic inflation. As 
Europe has never liked and agreed tc and recession rather than inflation. emphasis'shifts to fighting unemployment, 

discuss principally with the idea of either West German unemployment is now nations with strong currencies cap be ex¬ 
cutting it down in volume or diverting to wc n over the million mark at 1,150,000 pected to counter excessive rises while 
more orthodox methods of financing tsame 400,000 more than in Britain) and deficit countries may allow their exchange 
What worries west Europe now more only the luckier small countries are now rates to depreciate. If this occurs there 
than the oil charges and ths volume of free of worrying rising worklessness. may be a fall in exchange rates which 
petrodollars is the continuing instability Under the present mixed system of could, affect price changes for oil supplies 
of its own exchange rates and the politics exchange rate intervention some govern- and make funds set up to counter pay- 
of exchange rate intervention. These ments control their currency’s rate strictly ment difficulties less effective. 

Strategy in foreign trade 


“India can expect to expand its trade 
with the USA in the long-run but for this 
purpose many steps will have to be 
taken/' 

This was stated by Mr Peter B. Kenen, 
professor of Economics and International 
Finance, Princeton University, in an ex¬ 
clusive interview in New Delhi. 

Elaborating his thesis. Prof Kencn said 
that one characteristic of the US market 
was its enormous size and the tendency 
of the American sales’ outlets to expect 
quick deliveries conforming to rigorous 
quality standards. They got very upset 
when they did not get what they had or¬ 
dered. Naturally an exporter not used to 
supplying large quantities of goods of 
high quality and rigorous specifications 
was unable to face this challenge. In India 
where the emphasis was on encouraging 
the small-scale producer to export, a way 
will have to bvj found for overcoming this 
difficulty. 

Prof. Kencn suggested the formation 
of cooperaiivs or consortia of exporters 
among the small-scale manufacturers. 
Alternatively, the priorities in regard to 
exports, he said, will need to be changed 
so as to encourage increasingly the large- 
scate manufacturers to tap the US market. 

Fortunately, thinking in the govern¬ 
ment of India is veering round to provid¬ 
ing extensive assistance to exporting in¬ 
dustries, both big and small, and making 
basic changes in its industrial policy to 
stimulate production for exports. The 
setting up of the Santa Cruz Electronics 
Export Processing Zone (SCEEPZ) near 
Bombay where licences for manufacture 
have been issued to industrial units, some 
of which were debarred from pro¬ 
ducing for the home market, shows that 
an all-out effort is being made to push up 
exports. And for this purpose, the distinc¬ 
tion between the smll-scale and large- 
scale manufacturers has been practically 
eliminated. While all the production at 
SCEEPZ was reserved for exports, many 


new manufacturing licences were being 
issued in this country with the explicit 
understanding to export a part or whole 
of the output. 

Prof. Kencn emphasised the impor¬ 
tance of flexibility in meeting the demands 
of the US market. He was of the view that 
administrative controls tended to stifle 
the growth of export trade. He recom¬ 
mended simplification of import control 
so that Indian firms may respond flexibily 
to export opportunities. 

joint ventures 

Prof Kenen also recommended the 
establishment of joint ventures for export 
production. He added, “I am not saying 
India should welcome multinationals 
with open arms. I am not saying that 
multinationals have always behaved 
themselves/’ He thought that their 
cooperation in increased trade could be 
enormously helpful because they them¬ 
selves could be the marketing outlets. 
And also, they themselves could be the 
channel of communication. 

The present recession in the USA, acco¬ 
rding to Prof Kenen, was linked to the 
hike in oil prices, though not caused by it. 
The American economists had been pre¬ 
dicting this recession for some time on 
the basis of economic developments 
within their country, especially the strin¬ 
gent financial and monetary policies pur¬ 
sued in order to curb inflation. But 
there was little chance of the recession 
developing into a depression of the kind 
witnessed in the twenties and the thirties 
of the present century. However, the 
present slowdown or recession in the 
USA and Europe will inescapably 
have an unfavourable impact on trade 
between the developed ana the develop¬ 
ing countries including India. This may 
turn out as a temporary phenomenon and 
production may once agafti pick up both 
in the USA and Europe if the situation 
were handled intelligently. It all depen¬ 


ded upon the attitude of the deficit coun¬ 
tries. If they became inward-looking 
and adopted restricted import policies, 
the world trade would shrink and 
severely retard the growth in trade of the 
developing nations. 

Prof. Kenen emphasised that high prices 
of oil were not likely to prevail for ever. 
If the USA adopted policies designed to 
conserve the use of oil and activiscd its 
energy policies, and other countries also 
altered their policies and the discoveries 
of oil continued at the present rate, 
the world may become surplus in 
oil and the OPEC nations may find it 
hard to maintain ihe present high oil 
policies. It was a typical history of cartel, 
he added. When the differences in the 
outlooks of the OPEC nations exerted 
themselves within the next two to three 
years and the supplies of oil exceeded de¬ 
mand, there would be disunity in regard 
to the cut in production. And no wonder 
tha^ prices might tumble once again/’ 
“I do not think that we should base all 
our economic strategy on the assump¬ 
tion that $ 10.35 a barrel of oil is a price 
which will be with us for the next 50 
years”, said Prof. Kencn. And with the 
downfall in the price of oil and also of 
other commodities, the world markets may 
certainly face uncertainly. 

Describing the importance of outward¬ 
looking strategy for developing countries, 
Prof Kenen said that continent-like 
countries such as India and Brazil could 
adopt inward-looking policies so as to 
encourage self-reliance and could still 
survive but a majority of the developing 
countries had to rely on export promotion 
for meeting their needs. In the present 
crisis, even countries of the size of India 
had to adopt outward looking policies so 
as to increase export trade. The implica¬ 
tion of the oil crisis wasto adopt a survival 
strategy i.e. to adopt a policy whereby ex¬ 
ports could be pushed up so as to earn fo¬ 
reign exchange for buying food, oil, felt*? 
lisers and other essential raw materials; 
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The other day. on an IA 

flight from Bombay to New Delhi, I 
thought that the passenger next to me was 
perhaps in low spirits. Intending to cheer 
her up, I drew her attention to a news item 
in the papers that morning. It was about 
Mrs Margaret Thatcher's election as the 
leader of the Conserv at i ve party i n t he UK. 
My fellow-passenger’s response was rather 
interesting. She said that she cared little 
for politics and even less for women in 
politics. I asked her whether this was be¬ 
cause of our experience of Indian politics 
as well as of women in Indian politics. 
She said that this could be the case but not 
the whole case. The aversion she had ex¬ 
pressed was also of a general nature. 

Since, in this case, the particular 
liappened to interest me more than the 
universal, I asked my fellow passenger 
what it was that distressed or repelled her, 
first, in Indian politics and, secondly, 
in women in Indian politics. She 
replied that Indian politics was too 
Urge a subject to be discussed within the 
brief time we had before the plane landed 
at Palam airport, but she would certainly 
like to express herself on women or, rather, 
the one woman in Indian politics. 

She then went on to talk about a reveal¬ 
ing report in The Times of India last week. 

It had said that, when Mrs Gandhi recently 
went to Bombay to inaugurate the YWCA 
centenary celebrations, the state govern¬ 
ment had improvised a conspiratorial back 
entrance for her so that she could escape 
being confronted by a group of women 
demonstrators who, the report said, had 
planned a hot reception for her. 

My fellow-passenger, who had become 
quite animated by the time she came 
to comment on this disgraceful mano¬ 
euvre — as she termed it — maintained 
that, had Jawaharlal Nehru been involved 
in this incident, he would never have 
put up with it. I ventured to suggest 
that, while it might be permissible 
to deduce from this happening that the 
father and the daughter were clear¬ 


ly birds of a different feather, it would bp 
far-fetched to infer that women in politics, 
as a class, were necessarily of a lower order 
of human beings or even politicians than 
men in politics, as a class — to which the 
flattering response I received was, “You 
men are all hypocrites.'’ 

This reminds me of a 

conversation I had quite some years ago 
with another woman (who attends to the 
home sanitation at my place). It was in 
that hectic period preceding Mrs Gandhi's 
mystic decision lhat the only proper way 
for legislators to elect a president for our 
republic was to vote according to their 
conscience. At that time it was being said 
that Mrs Gandhi had suggested that the 
working committee might perhaps agree 
on Mr Jagjivan Ram as t he parly candidate 
for the office. I asked the woman who 
works at my place whether it would not 
be a great thing were Mr Jagjivan Ram 
indeed to become president. Her reply 
was in two parts, both of which were inte¬ 
resting in their respective ways. She said 
that she did not think that it would be a 
big thing for Mr Jagjivan Ram if he were 
chosen for that office and she added that, 
whether Mr Jagjivan Ram became presi¬ 
dent or not, she and the people of her 
community would have to continue to earn 
a living by cleaning lavatories, dredging 
sewers or sweeping streets. 

All this makes me think 

that, apart from women being good 
for politics or not, or politics being good 
for women or not, womankind is essen¬ 
tially a race of practical beings. In 
contrast, men tend to be sloppy in their 
thinking on many matters. Take, for 
instance, the comments or cartoons that 
arc appearing in the newspapers in the last 
few days. It has been put out, for ins¬ 
tance, that Mrs Margaret Thatcher's elec¬ 
tion is somehow significant for the “Inter¬ 
national Women's Year” which, inciden¬ 
tally, is yet another UN racket, like the 
“International Population Year” of 1974 


ortfee "Development Decade 0 iiifiiinous 
memory. If any of us in this Country is 
realty serious about women’s status im¬ 
proving during this year, there are certain¬ 
ly lots of things to be said or done other 
than spouting nonsense about the signi¬ 
ficance of women prime ministers, actual 
or potential. For instance, it is high time 
that legalized abortion had become a faci¬ 
lity available reasonably freely to all those 
women who need it or seek it. 

Not very long ago. Dr 

Karan Singh invited some of us, local 
journalists, to lunch at Ranjit Hotel and 
asked us for our views on how the popula¬ 
tion control campaign could be stimulted 
or otherwise improved upon. I must con¬ 
fess that, although the minister was pa¬ 
tently serious, the numerous courses ofrich 
Kashmiri fare that were being served kept 
the teeth chewing so busily lhat the tongues 
had little chance of wagging. In deferred 
payment for that food for the body, I may 
offer the Health minister a morsel of food 
for thought. A few days ago there appear¬ 
ed in the newspapers an advertisement by 
the Giants Group of Juhu, Bombay, an¬ 
nouncing the opening of a new abortion 
and family planning centre in a suburb of 
lhat city where this ^organization is 
already running two such centres in two 
other localities. The advertisement made 
the following valuable points: 

(a) Abortion is a woman's right — it 
does not need the husband’s per¬ 
mission ; 

(b) Abortion is legal up to 20 weeks 
and very safe up to 10 weeks; and 

(c) Abortion can be performed for 
any of the following reasons: un¬ 
wanted pregnancy; forced preg¬ 
nancy; contraceptive failure; poor 
health; defective child, or physical 
or mental harm. 

May I suggest to Dr Karan Singh that 
the priority for the family planning depart¬ 
ment of his ministry in the current year 
should be the maximum possible encour¬ 
agement of voluntary or semi-official 
associations which are organizing or are 
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willing to organize networks of modern 
abortion centres in cities, towns or, per¬ 
haps, rural areas? It is to be assumed of 
course that these centres could and would 
simultaneously propagate sterilization of 
persons of either sex who are willing or can 
be persuaded to practise positive birth 
control in as effec¬ 
tive and simple a 
manner as possi¬ 
ble. 

FEBRUARY 14, 1975 




363 




WINDS 


Indo-Soviet Cooperation World Bank will extend SO per 

cent financial assistance lo the 


A Soviet team of experts 
headed by the Heavy Industry 
minister, Mr Goldin has had 
detailed discussions with the 
union minister for Jndutry 
Mr T. A. Pai to identify the 
areas where the collabora¬ 
tions in third countries can 
be started. The collabora¬ 
tions will not be confined 
only to Soviet-aided units in 
India, but will cover other pub¬ 
lic sector plants, where this 
country has substantial idle 
capacities. It hns been found 
that the part of the equipment 
needed by the Soviet Union 
to set up some important units 
in several developing countries 
can be provided by India. 
Whereas capacities in some of 
these areas are subitantially 
under-utilised, industrial capa¬ 
cities for the corresponding 
equipment in the USSR are 
fully booked. The proposed 
collaboration in third countries 
will thus help both countries. 

The Hsavy Engineering Cor¬ 
poration and the Hindustan 
Machine Tools will play an im¬ 
portant part in the proposed 
third country collaborations. 
The Soviet minister's visit 
to the important Indian units 
has led to the optimism that 
the proposed collaborations 
can start soon. Experts of 
two countries will work on the 
details of the available capa¬ 
cities. 

National Seeds Project 

A Rs 249-erore National 
Seeds Project aimed at comp¬ 
lete self-reliance in seeds, an 
important input in modern 
agriculture, is to be launched 
soon by the union Agriculture 
ministry with the active partici¬ 
pation of the the state govern¬ 
ments, agricultural universities 
and other related agencies. 


project and its main executing 
agency would bo the National 
Seeds Corporation (NSC), ac¬ 
cording to Dr D,P. Singh, the 
newly appointed joint chair¬ 
man oft lie NSC and the State 
Farms Corporation of India 
(SFCl). 

The proposed seeds cor¬ 
porations at state levels 
would be inchargc of multi¬ 
plying the certified seeds and 
distributing them to farmers. 
A high-level team headed by 
Dr Singh to assist the state 
governments is at an advanced 
stage in finalising the state 
s:cds corporations and the en¬ 
tire project would be scruti¬ 
nised by the joint working team 
of the World Bank and the 
government of India by April 
next. Besides the NSC, SFCl 
and the state governments, the 
Indian Council of Agricultural 
Research, agricultural univer¬ 
sities, agro-industries corpora¬ 
tions, Agricultural Refinance 
Corporation, apex coopera¬ 
tives and scheduled banks also 
would participate in the na¬ 
tional seeds project. 

Company Deposits 

Rules notified by the govern¬ 
ment for acceptance by com¬ 
panies of deposits from the 
public have come into force im¬ 
mediately according to a press 
note issued by the ministry 
of Law, Justice and Company 
Affairs. The press note poin¬ 
ted out that invitation for de¬ 
posits or acceptance of deposits 
by the companies can now be 
only according to these rules, 
under Section 58(A) of the 
Companies Act, which were 
published in a gazette extra¬ 
ordinary on February 3. Any 
infringement of these rules on 
their part shall make them 


liable to penal action as pres¬ 
cribed in these rules, as well 
as, under Section 58 A of the 
Companies Act. Any existing 
deposits, accepted in violation 
of the Reserve Bank of India, 
the press note said, should now 
be repaid in full by the compa¬ 
nies on or before April 1,1975. 
Failing this, the company con¬ 
cerned shall be punishable with 
fine which shall not be less than 
twice the amount in relation to 
which repayment has not been 
made. The rule apply to com¬ 
panies which arc not banking 
companies and or financial 
companies. (The details of this 
press note app&iT in Records 
and Statistics section of this 
issue on page 372). 

Credit to Priority 
Sectors 

There has been an increase 
of over 36 per cent in the num¬ 
ber of borrowal accounts of 
public sector banks to the 
priority sector industries from 
June, 1973 to June, 1974. The 
borrowal accounts have in¬ 
creased from 19.22 lakhs to 
26.16 lakhs. The agriculture 
sector accounts for five lakhs of 
the seven lakh additional ac¬ 
counts i.c. a little over 70 p:r 
cent. Apart from agriculture, 
the priority sector industries 
include small-scale industry, 
road transport, retail trade and 
small business, professionals 
and self-employed persons. The 
advances covering these ac¬ 
counts have gone up by 30 per 
cent from Rs 1,292 crorcs at 
the end of June, 1973 to Rs 
1,688 crorcs at the end of June 
1974. The outstanding credit to 
the priority sector in June, 
1969, was Rs 441 crores cover¬ 
ing 26 lakh borrowal accounts. 

West German 
Bank Rate 

The West German Bank Rate 
has been reduced from six 
per cent to 5.5 per cent from 
February 6, 1975. The move 
was made by the Board of the 
Bundesbank. Mr. Karl Klasen, 
the Bank's president, stated that 
advances against security were 
also cut by 0.5 per cent to 7.5 
per cent. 

French Credit 

France his extended a 
fresh credit of Rs 57,83 crores 
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to India toi 197&7& Tbp,as¬ 
sistance would be f J per cent 
more than the credit of Rs 
50.27 crores received in the 
current year, France is the 
first member of the Aid India 
Consortium to conclude a 
development assistance agree* 
meat for 1975-76. The pro¬ 
tocol for the agreement was 
signed in Paris recently. 

Iron Ore Export 

The Minerals and Metals 
Trading Corporation has for¬ 
mulated plans for export of 

17.7 million tonnes of iron- 
ore in the next financial year. 
This represents an increase of 

2.7 million tonnes over the 
target of 15 million tonnes 
fixed for the current year. The 
export plan for 1975-76 is said 
to be tentative and a firm in¬ 
dication will become aviiable 
by the end of March. A pre¬ 
cise target would then be 
keeping in view all the factors, 
including the performance in 
1974-75. Of the 17.7 million 
tonnes, the MMTC has plan¬ 
ned to sell iron-ore oi the 
order of 6.8 million tonnes 
through Vishakhapainam port 
followed by 3.4 million tonnes 
through Madras. Goa will 
handle 1.08 million tonnes, 
Karwar Belikcri 670,000 tonnes 
and Haldia 600,000 tonnes. 

Because of various factors, 
mainly the railway strike in 
April-May, the MMTC has 
not been able to maintain the 
anticipated levels of iron-ore 
export this year, Exports up 
to January, have totalled 
about 8.5 million tonnes. Al¬ 
though all-out efforts are be¬ 
ing made by the MMTC to 
increase export during Feb¬ 
ruary and March, there may 
be still a shortfall of 3 to 4 
million tonnes. The total iron* 
ore exports this year are like¬ 
ly to be 11 to 12 million 
tonnos against the target of 
15 million tonnes which was 
subsequently revised to 13 
million tonnes. Thus for the 
third successive year* the ^cor¬ 
poration will not be attain¬ 
ing the targets fixed for iro$» 
Ore exports. 

Commodity Stock* 

An eleven billion dollars 

mufti-commodity buffer flt$k 

1 ' ■ ,J 

febmmrY'H 197 $. 


eastern economist 




[ 

to back l8-key primary pro¬ 
ducts m world trade has 
been proposed by the United 
Nations Conference on Trade 
and Development. 

Management of stocks is 
envisaged in the hands of 
an international agency, ba¬ 
cked by a common fund sup¬ 
ported by importing and ex¬ 
porting countries, with additi¬ 
onal financial support from oil 
producers and international 
financial institutions. 

HAL 

The Hindustan Aeronau¬ 
tics Limited* a public sector 
under taking under the minis¬ 
try of Defence, has doubled 
its profits during 1973-74, The 
net profit being Rs 9.49 crores 
against Rs 4.76 crores during 
the previous year. The value 
of production increased to 
Rs 98.10 crores, showing a 
24 percent rise. Sales went up 
by 15 per cent touching the Rs 
85-crore mark. The undertak¬ 
ing has declared two per cent 
dividend on the paid up equity 
capital of Rs 56.91 crores. 
Sales of MIG complex of 
the undejtaking during the 
year rose to Rs 42.4 crores and 
that of the Bangalore complex 
to Rs 37.37 crores, register¬ 
ing an increase of about Rs 
6 crores each. Sales of Kanpur 
division may show a substan¬ 
tial increase when the seven 
HS-748 passenger aircraft are 
delivered to the Indian Air¬ 
lines. The design wing of the 
company has successfully de¬ 
signed and developed the 
agricultural aircraft Basant, 
the jet trainers Kiran, Marut 
and an improved version of 
the famous Gnat known as 
Ajit. 

Galbraith on Socialism 

Prof. John Kenneth Gal¬ 
braith, economist and a farmer 
US Ambassador to India 
recently underlined the need 
for the developing countries 
to take into account the fact 
of administrative capabilities 
in any programme of sociali¬ 
sation, Delivering the first 
lecture in the Apt Bhagat 
memorial lecture series at 
Ahmedabad, Prof. Galbraith 
said that the single feature 
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of the developing countries 
with low income was that 
public administration resour¬ 
ces were scarce. Where public 
ownership is concerned, pub¬ 
lic administration is obviously 
a thing of importance, he 
asserted. Any new public 
action in developing countries 
such as India added a new 
burden to an already well- 


burdened administrative ma¬ 
chine which did not expand 
easily and competently. All 
such action should be consi¬ 
dered in relation to the con¬ 
servation of administrative 
resources. 

Prof. Galbraith observed 
that there was reason to be¬ 
lieve that socialism was a 


more manageable thing in 
the developed countries than 
in the under-developed nations. 
The fault in the social design 
was that the affluent countries 
hud the resources for sociali¬ 
sation, which they did not 
need or would not use, while 
these were denied to the deve¬ 
loping nations. Socialisation 
could come more easily after 


If you’re worth 

enough to pay 
Wealth-Tax, here’s 
something you 

can’t afford... 


Now you just can t afford to 
miss out on what we have to offer 
Very substantia! tax exemptions 

On January 7.1975, the 
Government of India issued a 
special Ordinance 

Under this, an investment upto 
Rs. 25,000 in Units is totally 
exempted from Wealth-Tax. Thr. r. 
over and above the existing 
exemption limit of Rs. 1.5 lakhs, 
for investment in Units and other 
specified categories of investment 

And what's more, now an income 


Acre’s 



upto Rs. 2000 from Units alone, 
is also totally exempted from 
Income-Tax. This, in addition to the 
existing limit of Rs. 3000, on 
income from certain approved 
investments, including Units. 

Both these concessions are 
operative for the tax returns to Ln 
filed for the period 1.4.74 to 
31.3.75, for the assessment ye. r 
1975-76. 

Application forms av^i.rtA* y — 

UNIT TRUST OF INDIA 

• 45. Vaar Nariman Rood, 
Hombay 400 023 

# B Council Houso 
Calcutta 700 001 

* Rosary* Bank Omftfir i 
f-ort Glacif. 

South Beach Road 
Madras 600001 

* n«sarva Bank Build*.- . 

P Pailiamanl Strict, 

■Vv. Daihi no: u. 


asst 

davp 74/4-53 
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a certain stage of ectaomtf 
development. Prof. Galbraith 
made an exception about 
China in the argument that 
socialisation was more suited 
to developed countries. China, 
he said, had an exceptional 
capacity for organisation. 
While pleading for a definite 
but limited action in regard 
to socialisation in the deve¬ 
toping countries, it was easy 
to manage a few large cor¬ 
porations under public owner¬ 
ship than to manage small 
and numerous enterprises. 
Agriculture and retail trade 
were better left in the private 
hand. 

Take-over of Banks 
in Sri Lanka 

All foreign banks in Sri 
Lanka will be nationalised by 
the middle of this year for 
which necessary legislations are 
being drafted. This was an¬ 
nounced by the Sri Lanka Fina¬ 
nce minister, MrN.M. Perera, 
while opening a branch of the 
state-owned Bank of Ceylon 
at Jaffna in the Northern Pro¬ 
vince. Nationalisation of fo¬ 
reign banks was one of the elec¬ 
tion pledges of the ruling Uni¬ 
ted Front comprising prime 
minister Sirimavo Bandara- 
naike’s Freedom Party, Trots¬ 
kyist and Communists. Three 
Indian banks — Indian Bank, 
Indian Overseas Banks and 
State Bank of India—have 
branches in Sri Lanka. 

Accountants’ Meet 

President Fakhruddin Ali 
Ahmed recently called upon 
accountants to evolve a code 
of conduct enjoining strict ad¬ 
herence to a set of ethical stan¬ 
dards. Such a self-imposed 
system of discipline would 
create confidence and faith of 
the general public in the pro¬ 
fession. Mr Ahmed was in¬ 
augurating a Commonwealth 
Conferee of Accountants under 
the auspices of the Institute of 
Chartered Accountants of 
India as part of its silver jub¬ 
ilee celeberations. Some 1,300 
delegates, including 60 from 
14 foreign countries partici¬ 
pated in the conference. Calling 
for a reappraisal of the rote 
of accountancy profession, the 
President said new management 


techniques, Were being evolved 
progressively in developing 
countries to hasten the pace of 
development. The role of an 
accountant, crucial for ma¬ 
nagement system, was therefore 
assuming increasing impor¬ 
tance. He stated that rising 
costs, increasing overhead 
charges, competition, compli¬ 
cated fiscal laws, administra¬ 
tive difficulties have created 
new situations but any dynamic 
and growing profession must 
be ready to meet the challenges 
of the times. Mr Ahmed noted 
that to serve the most complex 
and technically sophisticated 
unit of modem industry, the 
accountant of tomorrow has 
to attain the ability required 
for increasing productivity, 
controlling costs and evaluating 
efficiency. He expressed the 
hope that the members both 
in the accountancy profession 
and in industry would equip 
themselves well to be able to 
draw up effective system and 
apply it efficiently to the 
satisfaction of all concerned. 

Wood-based Panels 

The developing countries, 
which possess more than half 
the world's forest resources, ac¬ 
count for only nine per cent of 
the output of wood. Dr A.H. 
Boerma, FAO Director-General, 
pointed to this lack of balance 
in wood production while add¬ 
resing the inaugural session of 
the third World Consultation 
on Wood-based Panels in 
New Delhi recently. He called 
for vigorous expansion of the 
panel industry in developing 
countries as it required a shift 
from exports of logwood to 
more local processing, thus 
generating more income. The 11 
day world consultation which 
is being organised by the FAO 
and the government of India, 
is being attended by more than 
700 delegates and observers 
from about 60 countries. It will 
discuss important questions of 
supply and demand of wood as a 
raw material, the international 
wood panel trade, technical 
progress in wood panel tech¬ 
nology and of the economies 
of investment and manufac¬ 
ture. More than 140 scientific 
papers have been submitted 
on recent developments in the 
fast-expanding fields of ply- 
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wood, fibre-board and parti¬ 
cle board production and 
utilisation. 

Inaugurating the conference. 
President Fakhruddin Ali 
Ahmed stressed the need for 
technology suited to local con¬ 
ditions to be evolved in India 
and other developing countries 
for manufacturing wood-based 
panel products at costs within 
the reach of the common man. 

Conference on Power 

With the commissioning of 
the third unit of 100 MW at 
Badarpur shortly, the Farida- 
bad station stabilising and its 
second unit and the Bhatinda 
second unit expected to be 
commissioned in October and 
August respectively, together 
with the good snowfall this 
winter augur well for the in¬ 
flows to Bhakra, the union 
Energy minister, Mr K.C, 
Pant, forecast a comfortable 
power position in Delhi, Har¬ 
yana and Punjab in the next 
few months. Inaugurating a 
conference on “Power for 
Growth’'’ organised by the 
Punjab, Haryana and Delhi 
Chamber of Commerce and 
Industry in New Delhi, Mr 
Pant said that as a result of a 
number of measures taken by 
the ministry, the thermal ener¬ 
gy availability in Delhi, Pun¬ 
jab and Haryana had signifi¬ 
cantly increased. Energy pro¬ 
duction in Delhi in parti¬ 
cular had almost increased by 
25 per cent this year. Haryana 
Was able to have an additional 
260 million units — a 60 per 
cent increase — in its thermal 
energy availability in 1974 as 
compared to 1973, while in the 
last four months of 1974, Pun¬ 
jab had utilised 119 million 
more units of thermal energy. 

White it could be expected 
that this would have eased the 
shortage of power, unfortuna¬ 
tely the water inflows into the 
Bhakra reservoir in this year 
had been the lowest in its entire 
history, the generation being 
only eight million units a day, 
compared to about 16 million 
units about this time last year. 
A generation of about 12 to 13 
million units a day at least 
could be normally expected. 
Energy was also expected from 


the Debar power station from 
September 1976. At! efforts 
were being made to commission 
the second unit of the Rajas¬ 
than Atomic Power Plant. A 
special allocation of alumi¬ 
nium had been made to Rajas¬ 
than State Electricity Board 
to enable them get new con¬ 
ductors manufactured to com¬ 
plete the Jaipur-Badarpur line. 

Mr Pant mentioned that the 
capacity utilisation of the 
Indr&prastha power station in 
Delhi was 68 per cent. In Utter 
Pradesh, the thermal stations 
were working at 62 per cent 
capacity, in Andhra Pradesh 
61 per cent, in Gujarat 65 per 
cent, and in Madhya Pradesh 
57 per cent. DVC had im¬ 
proved its capacity utilisation 
almost 40 per cent in the last 
five months as compared to 
the earlier period. Mf Pant 
stressed the need for planning 
progaamraes of power on re¬ 
gional basis and the strengthen¬ 
ing of regional power grids. 

Problems of Khandsari 

More than a thousand 
Khandsari units in Uttar Pra¬ 
desh have stopped crushing 
sugarcane because the Uttar 
Pradesh government has im¬ 
posed a levy of Rs 200 per 
quintal on one-third of total 
output of Khandsari. The 
levy on khandsari manu¬ 
facturers resulting in closure 
of units will be instrumental in 
a reduction in employment op¬ 
portunities for agricultural la¬ 
bour. The Western UP Khand¬ 
sari Manufacturers Association 
is afraid that as a result of 
the present stalemate, all the 
sugarcane available in the state 
may not be crushed and some 
of it might have to be even 
burnt in the later part of the 
season. Besides resulting in 
national wastage of this valu¬ 
able commodity, it will also 
bring down khandsari produc¬ 
tion by as much as 600,000 
tonnes. 

The economics of the Khand¬ 
sari units in Uttar Pradesh re¬ 
volves round the prices prevail¬ 
ing for sugarcane which range 
between Rs 12 and Rs 13 
a quintal. Based on the 
prices of the raw material, dm 
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cost ofmanufacture work, on 
an average, at Rs. 350a quintal. 
The Khandsari industry is not 
allowed to obtain sugarcane 
from areas which are earmarked 
for sugar factories. In other 
words, the Khandsari manu¬ 
facture is in no way a drag 
on the sugar mill industiy. 


general manager, TEXMACO, 
has become the chairman of 
Engineering Export Promo¬ 
tion Council. Mr Maheshwari 
chairs several important divi¬ 
sions in some of the leading 
industrial associations and 


councils such as railway wa¬ 
gons & components division 
oft he Association of Indian 
Engineering Industry, raw 
materials sub-committee of 
Association of Indian Engi¬ 
neering Industry, and Iron 


& Steel Committee of EEPC. 
He has also served on several 
high-pawer task forces such' 
as Reserve Bank’s study group 
for bank credit policy, Plann¬ 
ing Commission’s task force 
for textile machinery industry. 


New Service by 
Syndicate Bank 

Syndicate Bank is now com¬ 
ing out with a Tourist Informa¬ 
tion and Guide Service to its 
customer-tourists. To begin 
with, the bank will introduce 
this service in Karnataka shor¬ 
tly. According to the scheme, 
qualified officer-guides would 
be placed in eight centres 
namely. Bangalore, Mysore, 
Hassam, Hospst, Belgaum, 
Bijapur, Gokarn and Mangalore 
where they have branches. 
The tourist cells attached to 
the branches would not only 
offer tourist information and 
the services of a guide but also 
book accomodation and 
make travel arrangements for 
customers when informed in 
advance. 

Award for Chemicals 
Exports 

The Indian Chemical Manu¬ 
facturers’ Association has 
given the export award for 
chemical products to Atul Pro¬ 
ducts of Gujarat for maintain¬ 
ing its progress in the matter 
of exporting dyestuff and dye 
intermediates. 

. The ICMA has given 
Sir P.C. Ray award for 
development of indigenous 
technology to two oranisa- 
tions: Harihar Polyfibers — a 
division of Gwalior Rayon and 
Silk Manufacturing(Wvg.) Co. 
at Harihar in Karnataka, and 
Dccpak Nitrite Ltd of Baroda. 
Harihar Polyfibers has deve¬ 
loped, on a commercial scale, 
rayon grade filament pulp from 
hybrid eucalyptus grown in 
Karnataka. Deepak Nitrite has 
made significant contribution 
to the indidigenous production 
oF sodium nitrite. 

Names in the News 

Mr R. C. Maheshwari, 
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COMPANY 

AFFAIRS 


Pin for Dividend 
Amendment 

Op late the government has 
been feeling increasingly un¬ 
easy over the fall in new issue 
activity and has been consider¬ 
ing measures to revive the 
capital market. It is learnt 
that the finance ministry has 
completed recently an analysis 
of the impact of the ordinance 
on dividend payments and it 
has come to the conclusion 
that it is the low return on 
equity that has caused the 
slump in prices and scared 
away prospective entrepre¬ 
neurs and underwriters of new 
issues. Meanwhile the Bombay 
Shareholders’ Association has 
urged the union Finance Minis¬ 
ter to amend the dividend 
legislation so as to mitigate 
its effects on the capital 
market. In a memorandum 
the Association has stated that 
equity values have gone down 
by about 30 per cent and in 
terms of money the book loss 
to the investors would be about 
Rs 700 crores. Further it is 
saidjthat as a result of dividend 
curbs projects involving an ag¬ 
gregate capital outlay of about 
Rs 200 crores are held in abey¬ 
ance. 

The Association has 
suggested that the companies 
may be allowed to declare 
dividends up to 15 per cent of 
the net worth of their equity 
or average payment of the last 
two years. It has also sugges¬ 
ted that the wealth tax exemp¬ 
tion for the initial issues for 
the first five years be reintro¬ 
duced and ihc incentive of 
development rebate be conti¬ 
nued or some other alternative 
incentive be introduced for 
fresh investment in plant and 
machinery. 

Sudarsan Trading 

Sudarsan Trading Company 
has maintained its uninterrup¬ 


ted progress during 1973- 
74. The segregation of the 
chit business from other activi¬ 
ties has proved to be a great 
success. The fully owned subsi¬ 
diary, Sudarsan Chits (India) 
Ltd, which had been set up for 
this purpose, has helped to 
streamline the administrative 
set up of the organisation and 
also to reduce the operational 
expenses to a certain extent. 
The total business secured by 
this company during the year 
touched new records and this 
is indeed a commendable per¬ 
formance when considered 
against the backdrop of gene¬ 
ral economic distress experi¬ 
enced during the year under 
review. Of late Sudarsan 
Group has been diversifying 
its activities into the filelds 
of industry, agriculture, ex¬ 
ports and hotelierin^. Sudarsan 
International, for instance, is 
engaged in setting a luxury 
hotel at Madras. The first 
phase of the hotel project has 
already been commissioned and 
it has earned within a short 
span of a year a name for its 
comfortability, efficiency and 
cuisine. On completion of its 
second and third phases, Sudar¬ 
san International is certain to 
find a place among the top 
hoteliering establishments of 
the country. These were 
highlighted by the Chairman, 
Mr D.C. Misra while 
addressing the annual general 
meeting of the company. 

The Sudarsan Group's other 
units also have reported 
satisfactory progress during 
the year under review. 
Despite scarcity of raw mate¬ 
rials and steep rise in costs of 
inputs, Standard Furniture 
continued to register notable 
rise in sales and profits. Steps 
are being taken to enhance the 
production capacity of the 
Standard Furniture at Chala- 
kudy by putting up a modern 


jet drier. The government of 
Kerala has already been app¬ 
roached to sanction increased 
quantity of timber in order to 
run the plant to full capacity. 
The arrangement by which 
the Tile Unit of Feroke Tile 
Works has been leased out 
continues to function smooth¬ 
ly. The unit at Rajahmundry is 
being transferred to Sudarsan 
Clay products Ltd, a wholly- 
owned subsidiary of the com¬ 
pany. Improved performance 
by the Rajahmundry unit has 
started yielding profits. The 
pipe factory at Feroke, the lease 
arrangements of which were 
terminated earlier consequent 
to labour unrest faced by the 
then lessee, is now almost 
ready for operation. 

Precision Bearings 

The directors of Precision 
Bearings India Ltd., have 
stepped up the equity dividend 
for the year ended August 31, 
1974 to 12 per cent from 10 
per cent declared for 1972-73. 
Its sales during the year re¬ 
corded a sharp rise to Rs 4.27 
crores from Rs 3.25 crores 
while gross profit recorded a 
smart increase to Rs 114.11 
lakhs from Rs 81.59 lakhs 
in 1972-73. Out of the gross 
profit the directors have pro¬ 
vided a sum of Rs 27.32 lakhs 
to depreciation reserve, Rs 
6.51 lakhs to development re¬ 
bate reserve and Rs 41.65 lakhs 
for taxation as against Rs 20.76 
lakhs, Rs 15 lakhs and Rs 15.45 
lakhs provided respectively in 
1972-73. This leaves a subs¬ 
tantially higher net profit of 
Rs 38.63 lakhs as compared to 
Rs 30.38 lakhs in the earlier 
year. The company is seeking 
permission from the Control¬ 
ler of Capital Issues for 
issuing rights shares. Al¬ 
though the application has 
been made to this effect no 
decision has been taken so far. 
During the year it has comp¬ 


leted the rastfor expansion 
scheme and resultant benefits 
have also been reaped. Its 
spherical roller bearing project 
has also made good progress. 

Uni Abex Alloy 

Uni Abex Alloy Products 
has started production from 
May 1974 and has made its 
first dispatches in September. 
The company has secured firm 
orders for over Rs 68 lakhs 
and letters of intent for over 
Rs 1.38 crores. More orders 
are under negotiation. Mean¬ 
while, the project cost has es¬ 
calated to Rs 2.62 crores from 
the original estimate ofRs 2 
crores. To meet this over-run in 
cost as also for installing certain 
imported balancing equipment, 
the company proposes to offer 
six lakhs equity rights shares 
of Rs 10 each for cash at par 
to the existing shareholders 
on a pro-rata basis. 

Indian Oxygen 

Indian Oxygen Ltd has en¬ 
tered into a technical collabo¬ 
ration agreement with Saccab 
SPA, Milan, for the manufac¬ 
ture of oxygen tents in the 
country. The government has 
approved the scheme subject 
to an export obligation for a 
period of five-years. The com¬ 
pany has agreed to fulfil this 
condition. The company’s 
other collaboration agreement 
with Cryoplanls Ltd London, 
for acquiring technical know¬ 
how for the manufacture of 
low pressure tonnage, air sepa¬ 
ration plants and nitrogen 
generators is still under the 
consideration of the govern¬ 
ment. It has been the ende- 
vour of the company to manu¬ 
facture new products of sophis¬ 
ticated technology. 

During the year ended 
September 30, 1974 the com¬ 
pany has achieved some 
measure of success in this di¬ 
rection. The company intro¬ 
duced the Cheetah cutting ma¬ 
chine, MIG 400 semi-automa- 
tic welding set and Cobalarc 
electrodes. Moreover certain 
projects for diversification and 
development of the company^ 
activities are under detailed 
study. This study has been 
completed in close collabora¬ 
tion with specialists from BOC 
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( and the company’s applica¬ 
tion for an industrial U&nce 
is now under the consideration 
of the government. The pro¬ 
ject, to be located in a notified 
backward area, is quite un¬ 
connected with the current 
range of the company's manu¬ 
facture, involves the use of 
sophisticated technology and is 
heavily export-oriented with 
high employment potential. Its 
implementation will bring 
about a considerable dibit ion 
in foreign equity holding in the 
company; 

The company's turnover 
* during 1973-74 at Rs 32.57 
crores exceeded the previous 
year's performance by 26.9 
per cent. Volumetricaily sales 
of gas Welding and electric 
welding equipment and con¬ 
sumables registered some ad¬ 
vance but sales of industrial 
| gases and a few other products 
| Were generally lower than in 
| the preceding year mainly due 
[ to shortage of vital inputs and 
; a number of other constraints. 

| Export sales recorded a more 
\ than three-fold increase 
[ over the previous year. This 
I has enabled the company to 
; obtain recognition as an ex¬ 
port house for engineering 
! goods and chemical and allied 
products. The profit for the 
year after providing for depre¬ 
dation amounted to Rs 2.97 
crores as compared to Rs 2.75 
crores in 1972-73. A sharp rise 
in operating costs due to the 
severe inflationary pressures in 
the economy and rise in inte¬ 
rest charges affected the com¬ 
pany’s profits during the year. 
The profit increase, therefore, 
was not in line with the sales 
advance. In view of the divi¬ 
dend ordinance the directors 
have recommended a dividend 
of only six per cent for 1973-74. 

As already stated certain 
shortages hindered the com¬ 
pany’s production and caused 
slackening of the customer 
demand during 1973-74. If the 
company’s operations are not 
similarly impeded and there is 
no set-back in the customer de¬ 
mand, the company's prospects 
ift the immediate future will be 
satisfactoy. These obeserva- 
tions are contained in the 
Chairman, Mr K. Hartley’s an¬ 
nual statement circulated to 


the shareholders of the com¬ 
pany. 

Tribeni Tissues 

Tribeni Tissues has received 
the government’s consent for 
substantial expansion of its 
production capac;ty by 10,000 
tonnes per annum. This pro¬ 
ject will be executed in two 
phases. The first phase will in¬ 
crease the capacity of the exist¬ 
ing mill by 60 per cent and en¬ 
able it to manufacture a wide 
variety of speciality papers 
most of which are at present 
imported. The capital outlay 
was initially estimated at R> 
9 crores but owing to cost eola¬ 
tion both at home and abroad 
the estimate has been revised 
upwards to Rs 10,50 crores. 
The foreign exchange loan of 
Rs 75 lakhs has been arranged 
with ICICI arrangements for 
rupee finance are being made. 
In accordance with the indus¬ 
trial licence, foreign equity 
will be reduced to 51 per cent. 
For this purpose the company 
proposes to make a rights and 
a new public issue. The details 
in this regard are expected to 
be made known shortly. 

Tata Electric Cos. 

Hitherto the three Tata elec¬ 
tric companies used to pay in¬ 
terim dividends every year and 
the interim dividends are nor¬ 
mally declared in the month of 
January. With the enactment 
of the Companies (Temporary 
Restrictions on Dividends) Act, 
1974, the companies arc p»c- 
cludcd, in terms of Section 6 of 
the said Act, from paying any 
interim dividend during a pe¬ 
riod of two years from July 
6, 1974, except with the previ¬ 
ous approval of the central 
government. In terms of the 
restrictions imposed by the 
said Act, it is estimated that 
the total equity dividend that 
could be paid by the compa¬ 
nies for 1974-75 would not ex¬ 
ceed five per cent. Further, there 
is still a small balance of prefe¬ 
rence dividend relating to the 
last year remaining unpaid in 
the case of the Tata Hydro and 
Tata Power Companies. In 
the circumstances, the Boards 
of Directors of the three Tata 
electric companies have de¬ 


cided not to pay any interim 
dividend for 974-75. 

New Issues 

Anglo-American Marine Com¬ 
pany Ltd, is offering 274,000 
cqunity shares of Rs 10 each 
and Rs 15,000 (11 per cent) re¬ 
deemable cumulative preference 
shares of* Rs 100 each foi 
cash at par to the public for 
subscription. The subscription 
list for this fully under written 
issue opened on February 10. 
It will close on February 19 or 
earlier but not before February 
15. The proceeds of the issue 
will be utilised by the company 
for financing its expansion pro¬ 
grammes. The company is 
setting up a project for the 
manufacture of 6,000 gear hobs 
p:r annum in technical colla¬ 
boration with the world re- 
nouned firm of M/s Klingeln- 
berg Verzahtechnik GmbH of 
West Germany. A industrial 
licence for the manufacture of 
12,000 numbers of gear hobs 
and gear shaping cutters each 
has been received by the com¬ 
pany. A plant is being set up 
in the MIDC Chikalthana in¬ 
dustrial area, Aurangabad, a 
notified backward region in 
the state of Maharasthra. Apart 
from attracting many fiscal 
benefits by virtue of its loca¬ 
tion in the form of subsidy, 
lax rebates and other facilities, 
the site is ideally stated on ac¬ 
count of its nearness to major 
customers. Adequate supply of 
power and water had been 
assured for the company. 

The existing profitability of 
its present operations as evi¬ 
denced by its growth rate and 
working results, estimated pro¬ 
fitability of its new products, 
which will find a ready market 
being by way of import subs¬ 
titution, its efficient current 
operations, its technical know¬ 
how expertise, and its custo¬ 
mers’ goodwill built over the 
years, the directors are confi¬ 
dent of declaring a reasonable 
good dividend on the increased 
capital for the year ending June 
30, 1975. The equity shares 
now being issued Will rank pah 
passu with the existing equity 
shares of the company in all 
respects, except that in res¬ 
pect of the dividend declared 
for 1974-75, the new equity 


shares will only he entitled to 
on a pro-rata basis from the 
date of allotment and propor¬ 
tionate to the amount paid up¬ 
on them. 

Globe Auto (Gujarat) will be 
entering the capital market 
shortly with a public issue of 
Rs 12 lakhs, all in a equity 
shares of Rs 10 each at par. The 
company is setting up a pro¬ 
ject for the manufacture of 
diesel starling motors, gene¬ 
rators and regulators at 
Vapi, Gujarat. A preccsion 
room and machine shop has 
been purchased from Globe 
Auto Electricals. Commercial 
production is expected to com¬ 
mence from April 1975. Tech¬ 
nical know-how from Mag¬ 
net i Marelli for the diesel 
starting motor, the most sopis- 
sticated item to be manufac¬ 
tured by the company, has 
been made available through 
Globe Auto Electricals. There 
capital outlay on the project of 
Rs 40 lakhs will be met by the 
share capital of Rs 20 lakhs 
while an equal amount will be 
raised as a long-term from 
Gujarat State Financial Cor¬ 
poration. 

Bibar Hotels will soon be 
offering to the public for subs¬ 
cription 240,000 equity shares 
of Rs 10 each and 3000 cumu¬ 
lative redeemable preference 
shares of Rs 100 each at par. 
The company is setting up a 
Rs 1.05-crorc international 
standard hotel known as 
“Clarks Maurya” in the central 
business area of Patna. The 
hotel will have 80 guest rooms, 
besides a bar, rest uniats and a 
swimming pool. It will be 
centrally air-conditioned. The 
capital outlay of Rs 1.05 crores 
will be financed by the share 
capital of Rs 43 lakhs, long 
term loan from IFC of Rs 37 
lakhs and long-term loan from 
the Bihar Slate Financial Cor¬ 
poration of Rs 25 lakhs. 

Capital and Bonus Issues 

The Government has allowed 
15 companies to raise capital 
worth over Rs 3.69 crores. The 
following are the details: 

J.M*A. Industries Pvt. Ltd. 
has been accorded consent, 
valid for three months, to capi- 
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Ri 13,00,000 out its 
general reserve and issue 13,000 
fully paid equity shares of Rs 
100 each as bonus shares in the 
ratio of one bonus share for 
every three equity shares held. 

Mehanfcal Packing Indus¬ 
tries Pvt. Ltd., Bombay, has 
been accorded consent, valid 
for three months, for the issue 
of bonus shares worth Rs 1.50 
lakhs. 

Basant Rubber Factory (Pvt) 
Ltd., Bombay, has been gran¬ 
ted consent, valid for a period 
of there months, for issue of 
bonus shares worth Rs 5,00,000. 

S.K. Sen and Son Pvt Ltd.: 
Calcutta, has been accorded 
consent, valid for three months, 
to capitalise Rs 10 lakhs out of 
its general reserve and issue 
fully-paid equity shares of Rs 
100 each as bonus share in the 
ratio of one bonus share for 
every one equity share held. 

Indian Splicing (Mechanical) 
and Accessories Ltd., Calcutta, 
has been granted consent, 
valid for 12 months only, for 
issue of Rs 10 lakhs in equity 
privately. 

Indabrator Ltd., has been 

allowed to capitalise Rs. 13.13 
lakhs for issuing bonus shares 
in the ratio of three shares for 
every five equity shares held. 

Uniloids Ltd., Hyderabad, 
has communicated to Govern¬ 
ment its proposal to issue capi¬ 
tal under Clause 5 of the Capi¬ 
tal Issues (Exempotion) Order, 
1969, to the value of Rs. 32 
lakhs (inclusive of the capital 
already raised) in 3,20,000 
equity shares of Rs. 10 each, for 
cash at par, out of whichshares 
worth Rs. 18.50 lakhs will be 
offered for public subscription. 

Trivcnl Sheet Glass Works 
Ltd., Allahabad, has commu¬ 
nicated to government its pro¬ 
posal to issue capita] under 
Clause 5 of the Capital Issues 
(Exemption) Order, 1969, to the 
value of Rs. 25 lakhs in 25 000 
(11 per cent) cumulative re¬ 
deemable preferential shares of 
R$. 100 each for cash at par to 
the public by a prospectus. 

S. and P. Engineering Pro- 


Now Indio can grow Cocoa 


giving the Indian farmer 
a high-return cash cropi. 



mom 


Nearfy a decade ago when 
Cadbury-Fry launched their 
Cocoa cultivation project 
Very little was known in 
India about cocoa growing. 
Because cocoa does need 
certain conditions of soil 
and climate, in •order to 
flourish, even the "experts” 
were divided in their views 
on the success of the ven¬ 
ture. However, Cadbury's 
probably know more about 
cocoa-growing than anyone 
else in the world, and with 
their knowledge of Indian 
conditions they were con¬ 
fident that given time, pati¬ 
ence and the right inputs, it 
could be done. They had the 


'CBfrS-tfJ 


knowledge, and they also 
had the faith, and the will. 
Today, 4600 acres of land in 
South India are under 
scientific cultivation—a pio¬ 
neering agricultural achieve¬ 
ment. The first crop has 
been gathered in and the far¬ 
mer is responding enthusi¬ 
astically to this high-return 
cash crop. With wider inte¬ 
rest and improvements in 
cultivation taking place at a 
steady pace, India will not 
only be able to meet her 
entire domestic demand but 
also enter the international 
market with cocoa. 

The world demand for cocoa 
is.unfulfilled, which makes 


the scope for exports con¬ 
siderable. The entry el 
Indian-grown cocoa into that' 
country's export list will 
help to improve India'* 
foreign trade. 

For India, cocoa !s r three 
things combined in one: it 1 
is one of the best-rated* 
energy foods for indie's 
growing children, a valuable 
cash crop for Indianfarmers, 
and It is going to be en 
important Indian export 
commodity of the future. 

Cadbury-Fry are working for 
the future, in the seme spirit 
that made cocoa-growing 
possible in India. 


Cadbury-Fry 

Miking India tha Cocoa Country^ 




ducts Ltd., Calcutta, has 
communicated to Government 
its proposal to issue capital 
under Clause 5 of the Capital 
Issues (Exemption) Order, 
1969, to the value of Rs. 5 
lakhs in 5,000 (11 per cent) 
cumulative redeemable pre¬ 
ferential shares of Rs. 100 each 
for cash at ‘par as rights 
shares. 

Ratnakar Shipping Co. Ltd., 

Calcutta, has been accorded 
consent to issue furiherca pital 
of Rs. 1.01 crorcs in equity 
shares of Rs. 10 each as rights 
shares. The aforesaid right 
issue is required for maintain¬ 
ing the debt equity ratio. 

Savamalai Estates Ltd., Ban¬ 
galore, has been permitted to 
capitalise Rs. 3.44 lakhs for 
issuing bonus shares in the 
ratio of one share for every 
two equity shares held. 

Coorla Spinning and Weaving 
Co. Ltd., Bombay, has been 
granted consent to issue bonus 
shares worth Rs. 26 lakhs only. 

Bayer (India) Ltd., Bombay, 
has been accorded consent valid 
for 12 months only, for issue of 
further capital of Rs. 32.25 
lakhs in equity shares of 
Rs. 100 each, for cash at a 
premium of Rs. 100 per share 
to the Indian nationals. 

Hyderabad Vanaspati Ltd., 

has communicated to govern¬ 
ment its proposal to issue 
capital under Clause 5 of the 
Capital Issues (Exemption) Or¬ 
der, 1969, to the value of Rs. 
30 lakhs in 2.50 lakh equity 
shares of Rs. 10 each and 5,000 
cumulative redeemable pre¬ 
ferential shares of Rs. 10 each. 

General Electric Company 
of India Ltd., Calcutta, has 
been granted consent to issue 
Rs. 71.35 lakhs (nominal 
amount) in 7J 3,500 equity 
shares of Rs. 10 each to be 
issued to the existing Indian 
shareholders on rights basis for 
cash at a premium of Re. one 
per share so as to reduce the 
non-residents* shareholding to 
66,67per cent. 

News and Notes 

Harihar Polyfibers — a 
division of Gwalior Rayon & 


Silk Mfg. (Wvg.) C. Ltd. - 
Harihar, Karnataka, has been 
selected for “The Sir P.C. Ray 
Award” for developing on a 
commercial scale and for the 
first time, rayon grade filament 
pulp from hybrid eucalyptus 
grown in the state of Karna¬ 
taka. As far as is known, this 
innovative development of ra¬ 
yon grade pulp from hybrid 
eucalyptus has been accomp¬ 
lished by this Company for the 
first lime in the world. In the 
year 1965, Messrs Gwalior 
Rayon & Silk Mfg. (Wvg.) 
Co. Ltd. had been given “The 
I.C.M.A. Award for Forward 
Technology” for producing for 
the first time in the country 
rayon grade pulp from bam¬ 
boo, another indigenous raw 
material available in plenty. 


for every share held. This is, 
however, subject to the consent 
of the Controller of Capital 
Issues. 

Mr. P. K, Choudhury, the 
first Indian executive of the 
Company to be elected to the 
Board of Hindustan MUkfood 
Mfrs. Ltd. (the makers of 
Horlicks) brings with him ex¬ 
tensive experience in sales and 
marketing of consumer pro¬ 
ducts. Mr Choudhury drew his 
experience from Lipton’s, where 
he was the driving force behind 
their sales and marketing for 
12 years. Late 1965 saw him 
in the House of Sarabhais as 
Sales Director of Sarabhai 
Merck Ltd. Later, he was 
instrumental in forming and 
establishing H.P.M.A. a cen¬ 


tralis^ marketing and distri¬ 
bution hodse of 
products, as its Marketing 
Director. A specialist id 
motions and New products 
Introduction, Mr. Choudhury 
joined the Beecham Group as 
Marketing Director of Hindu¬ 
stan MUkfood Manufacturers 
Ltd. 

During the month of Janu¬ 
ary 1975, the Delhi Factory of 
Hindustan Insecticides Limited 
produced 705 tonnes of formu¬ 
lated D. D.T. creating an all-time 
monthly production record and 
exceeding the rated capacity 
by a handsome margin. This 
production surpasses the pre¬ 
vious peak production of 687 
tonnes touched by the factory 
in March 1973, 


While a significant portion 
of the plant for this technology 
was imported at that time, u 
is to the credit of Messrs Hari¬ 
har Poly fibers to have not 
merely carried forward this 
technology further but innova¬ 
ted it in a manner so as to eli¬ 
minate the total need for im¬ 
porting any equipment from 
abroad. In fact, the innova- 
tional efforts have been based 
on considerable research and 
development work done by the 
company both on the new 
eucalyptus hybrid as a source 
of pulp and in develop¬ 
ing new engineering designs 
and fabricating a considerable 
part of the hardware of the 
plant in its own workshop, 
based on engineering concept 
and design developed by them 
and getting most of the hard¬ 
ware from within the country 

The company's commendabl- 
cindigcnous efforts in innovai 
ing this technology of pulp 
and again using entirely diffe¬ 
rent source of raw material 
involving the overall Indian 
effort, has earned the company 
this coveted Award. The pulp 
lias air ady been approved and 
accepted for the manufacture 
of filament rayon and has a 
promise of being further 
developed for lyre cord re¬ 
quirements. 

Rajendra Coffee has proposed 
to issue 40,000 equity shares 
of Rs five each as bonus shares 
in the ratio of one new share 



Dividends 


(Per cent) 

Name of the company 

Year ended 

Equity dividend 



declared 



Current 

Previous 



year 

year 

Higher Dividend 


0 


Aryodaya Spg. & Wvg. 

March 31, 1974 

15.0 

15.5 

Same Dividend 




Paper & Pulp Conver¬ 




sions 

July 31,1974 

12.0 

12.0 

Bagalkol IJdyog 

June 30,1974 

Nil 

Nil 

Hindustan Construction 

July 31,1974 

Nil 

Nil 

Mysore Commercial 

March 31, 1974 

Nil 

Nil 

Poddar Projects 

June 30, 1974 

Nil 

Nil 

Ruby Mills 

March 31, 1974 

8 0 

8.0 

UuhaSpg. & Wvg. 

June 30, 1974 

Nil 

Nil 

Texiool 

April 30, 1974 

Nil 

Nil 

Ruby Rubber 

June 30, 1974 

Nil 

Nil 

Reduced Dividend 




Bestobell India 

June 30, 1974 

Nil 

10.0 

D.B.R. Mills 

June 30, 1974 

12.0 

12.5 

Special Steels 

June 30, 1974 

7.0‘ 

15.0 

Shree Gopal Industries 

June 30, 1974 

12.0 

15.0 
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statistics 


Company 

deposits 

During the past decade, the 
deposits taken by companies in 
this country have increased 
substantially. Some of these 
companies have not been able 
to honour their commitments 
in regard to the payment 
of interest as well as capi¬ 
tal. In order to regulate 
the activities of these com¬ 
panies, the government of 
India, in consultation with the 
Reserve Bank of India, amen¬ 
ded the Companies Act (1956), 
The rules framed under this 
Act are to be known as Compa¬ 
nies (Acceptance of Deposits) 
Rules, 1975. They cover ex¬ 
ceptions (such as loans from the 
central and state governments), 
reserves and guidelines for the 
acceptance of deposits. The 
procedures for repayment, ad¬ 
vertisements and penalties for 
the violation of these rules 
have also been laid down. 

The following is the text of 
the gazette notification re¬ 
garding rules relating to com¬ 
pany deposits: 

In exercise of the powers 
conferred by Section 58A read 
with Section 642 of the Com¬ 
panies Act, 1956 (l of 1956), 
the central government in 
consultation with the Reserve 
Bank of India, hereby makes 
the following rules, namely: 

I. Short title commencement 
and application : 

(1) These rules may be called 
the Companies (Acceptance of 
Deposits) Rules, 1975. 


(2) They shall come into 
force on the date of their pub- 
licalion in the official Gazette. 

(3) They shall apply to such 
companies as are not banking 
companies and are not also 
financial companies. 

2. Definitions: In these rules 
unless the context otherwise 
requires : 

(a) ‘‘Act 1 ' means the Com¬ 
panies Act, 1956 (1 of 1956). 

(b) ‘deposit’' means any de¬ 
posit of money with, and in¬ 
cludes any amount borrowed 
by, a company, but does not 
include— 

(i) any amount received from 
the Central Government or a 
State Government or any 
amount received from any other 
source and whose repayment 
is guaranteed by the Central 
Government or a State Govern¬ 
ment, or any amount received 
from a local authority or a 
foreign government or any 
other foreign citizen, authority 
or person; 

(ii) any amount received as a 
loan from any banking com¬ 
pany or from the State Bank of 
India or any of its subsidiary 
banks or from a banking insti¬ 
tution notified by the Central 
Government under Section 5L 
of the Banking Regulation Act, 
1949 (10 of 1949) or a corres¬ 
ponding new bank as defined 
in clause (d) of Section 2 of the 
Banking Companies Acquisi¬ 
tion and Transfer of Under¬ 
takings Act, 1970 (5 of 1970), 
or from a cooperative bank as 
defined in clause (d) of section 
2 of the Banking Companies 
Acquisition and Transfer of 
Undertakings Act, 1970 (5 of 
1970) or from a cooperative 


bank as defined in clause (bii) 
of section 2 of the Reserve 
Bank of India Act, 1934 (2 of 
1934). 

(iii) Any amount received as 
a loan from the Industrial 
Finance Corporation of India 
established under the Indus¬ 
trial Finance Corporation Act, 
1948 (15 of 1948) or from a 
S;afe Financial Corporation 
established under the State 
Financial Corporation Act, 
1951 (63 of 1951) or from the 
Shipping Development Fund 
Committee constituted under 
Section 15 of the Merchant 
Shipping Act 1958 (44 of 1958) 
or from the Unit Trust of In¬ 
dia established under the Unit 
Trust of India Act, 1963 (52 
of 1963) or from the Indus¬ 
trial Development Bank of 
India established under the 
Industrial Development Bank 
of India Act, 1964 (18 of 1966) 
or from an Electricity Board 
constituted under the Electricity 
(Supply) Act. 1948 (54 of 1948) 
or from the Ufc Insutancc 
Corporation of India consti¬ 
tuted under Section 3 of the 
Life Insurance Corporation 
Act, 1956 (31 of 1956) or from 
the Rehabilitation Industries 
Corporation of India Limited 
or the Minerals and Metals 
Trading Corporation of India 
Limited or the Rural Electri¬ 
fication Corporation Limited 
or the Agricultural Finance 
Corporation Limited or the In¬ 
dustrial Reconstruction Cor¬ 
poration of India Limited or 
the Industrial Credit and In¬ 
vestment Corporation of India 
Limited or the National In¬ 
dustrial Development Corpo¬ 
ration of India Limited or the 
Tamil Nadu Industrial Invest¬ 
ment Corporation Limited or 
the State Industrial and Invest¬ 
ment Corporation of Maha¬ 
rashtra Limited or from any 
other public financial institu¬ 
tion which may be notified by 
the Central Government in this 
behalf in consultation with the 
Reserve Bank of India; 

(iv) any amount received by 
a company from any other 
company; 

(v) any amount recived from 
an employee of the company 
by way of security deposit; 

(vi) any amount received by 
way of securing or as an ad¬ 


vance from any purchasing 
agent, selling agent, or other 
agents in the course of, or for 
the purposes of, the business 
of the company or any advance 
received against orders for the 
supply of goods or properties 
or for the rendering of any 
service. 

(vii) any amount received by 
way of subscriptions to any 
shares, stock, or bonds deben¬ 
tures (such bonds or debentures 
being secured by a charge or 
lien on the assets of the com¬ 
pany), pending the allotment 
of the said shares, stock, bonds, 
or debentures and any amount 
received by way of calls in 
advance on shares, in accor¬ 
dance with the articles of asso¬ 
ciation of the company so 
long as such amount is not re¬ 
payable to the members under 
the articles of association of 
the company; 

(viii) any amount received in 
trust or any amount in transit; 

(c) “depositor” includes any 
person who has given a loan 
to a company; 

Free reserves 

(d) ‘‘free reserves” shall in¬ 
clude all sums shown or pub¬ 
lished in the balance sheet or 
in the profit and loss account 
of the company as being re¬ 
tained for any general or un¬ 
specified purpose and any sta¬ 
tutory development rebate re¬ 
serve created under sub-section 
(2) of section 10 of ihe Indian 
Income-tax Act, 1922 (U of 
1922) or under sub-section (3) 
of section 34 of the Income- 
tax Act, 1961 (43 of 1961) 
or any reserve for develop¬ 
ment allowances created under 
sub-scclion (3) of section 33A 
of the Income-tax Act 1961 
(43 of 1961) or under any other 
law for the time being in 
force. 

3. Acceptance of deposits by 
companies: 

(1) On and from the com¬ 
mencement of these rules; 

(a) no company shall accept 
any deposit which is repayable 
on demand or on notice or 
repayable after a period; or 

(b) renew any such deposit 
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icc&pled by it whether before 
>r after such commencement 
:xccpt where such deposit is 
cpayable after the expiry of 
.ix months or more from the 
late of acceptance or renewed 
£ such deposit; provided that 
n company may,for the pur¬ 
pose of meeting any of its 
short-term requirements for 
funds accept or renew such 
deposits as are referred to in 
clause (!) of sub section (2) for 
repayment earlier than six 
months from the date of de¬ 
posit or renewl as the case 
may be, subject to the condi¬ 
tion that such deposits: 

(1) shall not exceed ten psr 
cent of the aggregate of the 
paid-up share capital and free 
reserves of the company; and 

(ii) are repayable not earlier 
than three months from the 
date of such deposit or renewal 
thereof, as the case may be. 

(2) on and from the com¬ 
mencement of these rules, no 
company shall accept: 

(i) any deposit against an un- 
: secured debenture or any de¬ 
posit from shareholder (not 
being deposit accepted by a 
private company from its share¬ 
holders) or any deposit guaran¬ 
teed by any person who, at 
the time of giving such guaran¬ 
tee is a director of the com¬ 
pany, if the amount of any 
such deposit together with the 
amount of such othc deposits 
of all or any of the kinds of 
deposits referred to in this 
clause and outstanding on the 
date of acceptance or renewal 
of such deposit, exceeds fif¬ 
teen per cent (including any 
deposit accepted under the pro¬ 
viso to sub rule, (1) of rule 3 
of the aggregate of the paid-up 
share capital and free reserves 
of tile company; 

Provided that for the purpose 
of calculation of the amount 
of deposits outstanding in the 
date of such acceptance or re¬ 
newal, any deposit guaranteed 
by a person who, at the time of 
giving such guarantee, was the 
managing agent or secretaries 
and treasurers of the company, 
and outstanding on such date 
shall be taken into account; 

(ii) any oilier deposit, if the 


amount of such deposit toge¬ 
ther with the amount of such 
other deposit other than any 
of the deposits referred to in 
clause (i) outstanding on the 
date of acceptance or renewal, 
exceeds twenty-five per cent 
of the aggregate of the paid-up 
share capital and free reserves 
of the company. 

(3) If, immediately before 
the commencement of these 
rules, the aggregate amount o' 
deposits, of the nature referred 
to in clause (0 of sub rule (2), 
accepted by a company before 
such conunencement, exceeds 
the limit specified in the said 
clause (i), the company shall, 
on or before the 31st day of 
December, 1975, bring down 
the deposits to the limit afore¬ 
said and for this purpose the 
company shall repay such de¬ 
posits as may be necessaty. 

Explanation 1: For the pur¬ 
poses of this rule, ‘"deposit' 
shall not include any loan 
secured by the creation of a 
mortgage, charge or pledge 
of any of the assets of the com¬ 
pany or part thereof, if the 
amount of such loan docss not 
exceed twenty-five per cent of 
the market value of the assets 
which constitute the security 
for the loan. 

Provided that if the Central 
Government is satisfied that a 
mortgage or *1 pledge created 
by a company is not in the pub¬ 
lic interest it may declare that 
the loan creating such mort¬ 
gage or pledge shall be deemed 
to be a deposit for the purposes 
of this rule. 

Explanation 2: For the pur¬ 
poses of this rule, in ariving 
at the aggregate of the paid-up 
share capital and free reserves 
of a company, these shall be 
deducted from the aggregate 
of the paid-up share capit al and 
free reserves as appearing in 
the latest audited balance sheet 
of the Company of the amount 
of accumulated balance of loss, 
balance of deferred revenue 
expenditure and other intangi¬ 
ble assets, if ahy, as disclosed 
in the said Balance Sheet. 

4. Form and particulars of 
advertisements: (l) Every com¬ 
pany intending to invite or 


accept deposit fiom the public, 
other than deposits from its 
directors, shall issue an ad¬ 
vertisement for the purpose 
in a leading English newspaper 
and in one vernacular news¬ 
paper circulating in the State 
in which the registered office 
of the company is situated. 

(2) No company shall issue 
or allow any other peisun to 
issue or cause to be issued on 
its behalf, any advertisement 
inviting deposits, unless such 
advertisement is issued on the 
authority and in the name of 
the Board of Directors of the 
company and contains a refe¬ 
rence to the conditions subject 
to which deposits shall be 
accepted by the company the 
date on which the said Board 
of Directors lias approved the 
(cxl of advertisement, and 
the following informations, 
namely: 

(a) name of the company; 

(b) the dale of incorporation 
of the company; 

(e) the business carried on by 
the company and its subsidia¬ 
ries with the details of bran¬ 
ches or units, if any; 

(d) brief particulars of the 
management of the company; 

(e) names, addresses and oc¬ 
cupations of the directors; 

(f) profits of the company, 
before and after making pro¬ 
vision for tax, for the three 
financial years immediately 
preceding the date of adver¬ 
tisement; 

(g) dividends declared by the 
company in respect of the said 
years; 

(h) particulars relating to the 
company as on the date of the 
latest audited balance sheet of 
the company (which date shall 
also be stated) under the fol¬ 
lowing heads, namely; 

(i) paid-up share capital: (ii) 
free reserves; (iii) deposits; (iv) 
any loan or advance obtained 
by the company and secured 
by a mortgage or pledge on the 
property of the company, in¬ 
cluding termporary loans as 


defined in section 293 of the 
Act; 

(v) accumulated balance of 
loss, if any, and 

(vi) an account of the pro? 
pjsed utilisation of the money 
to be received as deposits with 
details of projects, if any, to 
be financed out of the deposit. 

(3) An advertisement issued 
in accordance with this rule 
shall be valid upto the end of 


COMPANY NOTICE 

The Metal Box Co. of 
India Ltd. 

Notice 

General Notice is hereby 
given to the members of (he pub¬ 
lic under Rule 4A of the Mo¬ 
nopolies and Restrictive Trade 
Practices Rules, 1970, that 
The Metal Box Company of 
India Ltd, intends to make an 
application to the Central Gov¬ 
ernment under Section 21 
(Sub Section 1) of the Mono¬ 
polies and Restrictive Trade 
Practices Act, 1969, of their 
proposal to manufacture Print¬ 
ing Machinery by substantial 
expansion of their Unit manu¬ 
facturing packaging and clos¬ 
ing machinery for tinplate/ 
aluminium, plastic and paper/ 
board packages including relat¬ 
ed priming decorating machi¬ 
nery in the State of West 
Bengal. 

Any person interested in the 
matter may, if he so desires, 
intimate to the Central Gov¬ 
ernment in the Department of 
Company Affairs, Ministry of 
Law, Justice and Company 
Affairs, within fourteen days 
from the date of publication 
of this Notice, his views, if 
any, with regard to the said 
proposal of the Company as 
also the nature of his interest 
therein. 

For The Metal Box 
Company of India Ltd 
A. T. V ASWAN! 

Secretary 

Registeied Office: 

Barlow House 
59C Chowringhec Road 
Calcutta— 1 700020 

11 February 1975 
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the financial year in which it 
is issued, ana, a freqh adver¬ 
tisement shall be made, in 
each succeeding financial year 
for the acceptance of deposits 
during that financial year. 

(4) No advertisement shall 
be issued by or on behalf of a 
company unless, on or before 
the date of its issue, there has 
been delivered to the Registrar 
for registration a copy thereof 
signed by every person who 
is named therein as a director. 

Explanation: For the purpose 
of this rule, the date of the 
issue of the newspaper in which 
the advertisement appears shall 
be taken as the date of issue of 
the advertisement. 

(5) Every change in ihe parti¬ 
culars contained in the adver¬ 
tisement of which a copy has 
been filed with the Registrar 
in accordance with sub-rule (4) 
shall also be notified to the 
Registrar within thirty days 
from the day on which such 
change occurs. 

5. Form of application for 
deposits: (l) on and from the 
commencement of these rules, 
no company shall accept, or 
renew any deposit unless an 
application is made by the in¬ 
tending depositor for the accep¬ 
tance of such deposit and such 
application contains a decla¬ 
ration by such person to the 
effect that the amount is not 
being deposited out of the funds 
acquired by him by borrowing 
or accepting deposits from tiny 
other person. 

(2) The application referred 
to in sub-rule (1) shall be made 
in the form supplied by the 
company and such form shall 
be accompanied by a statement 
by the company containing all 
the particulars specified in sub- 
rule (2) of rule 4 and incorpo¬ 
rating therein all changes in 
relation to such particulars up- 
jo the date on which the form 
is issued by the company. 

6. Furnishing of receipts to 
depositors: (1) Every company 
shall, on the commencement 
(acceptance) or renewal of a 
deposit, furnish to the deposi¬ 
tor or his agent, a receipt for 


the amount received by the 
company. 

(2) The deposit receipt re¬ 
ferred to In sub-rule (1) shall 
be rigned by an officer of the 
company duly authorised by 
the company in this behalf and 
shall stale the date of deposit, 
the name and address of the 
depositor, the amount received 
by the company as deposit/ 
the rate of interest payable 
thereon and the date on which 
the deposit is repayable. 

7. Registers of deposits: (l) 
Every company accepting de¬ 
posits shall keep at its regis¬ 
tered office one or more regis¬ 
ters in which there shall be 
entered separately in the case 
of each depositor the following 
particulars, namely: (a) name 
and address of the depositor; 
(b) date and amount of each 
deposit; (c) duration of the 
deposit and the dae on which 
each deposit is repayable; (d) 
rate of interest; (e) date or 
dates on which payment of 
interest will be made; (f) any 
other particulars relating to the 
deposit. 

(2) The register or registers 
referred to in sub-rule (l) shall 
be preserved in good order 
for a period of not less than 
eight calendar years from the 
financial year in which the 
latest entry is made in the 
register. 

8. General provisos regard¬ 
ing repayment of deposits: (l) 
Where a company makes re¬ 
payment of a deposit after thes 
expiry of a period of six month 
from the date of such deposit 
but before the expiry of the 
period for which such deposit 
was accepted by the company, 
the rate of interest payable 
by the company on such de¬ 
posit shall be reduced by one 
per cent, from the contracted 
rate and the company shall 
not pay interest at any rate 
higher than the rate as so re¬ 
duced.. 

(2) In respect of any deposit 
referred to in column (1) of 
the Table below, no company 
shall pay interest at a rate 
exceeding the rate specified in 


the corresponding entry in 
column (2) of the said table: 

TABLE 


(0 ( 2 ) 


(i) if the deposit is 
repaid within a 
period of 14 days 
from the date 

of receipt. Nil 

(ii) if the deposit is re¬ 
paid after a period 
of 14 days but 
within a period of 
45 days from the 

date of receipt. 2% 

(iii) if the deposit is re¬ 
paid after a period 
of 45 days but 
Within a period of 
90 days from the 

date of receipt. 2i % 

(iv) if the deposit is re¬ 
paid after a period 
of 90 days but 
within a period of 
six months from 

the date of receipt. 4 % 


Provided that nothing in 
this rule shall apply to a de¬ 
posit the terms and conditions 
of which provide for ihe ear¬ 
lier repayment of the deposit 
at the option of the company 
and the deposit is repaid earlier 
in pursuance of such deposit. 

9. Power of Central Govern¬ 
ment to decide certain questions. 

If any question arises as to 
whether these rules are or arc 
not applicable to a particular 
company, such question shall 
be decided by the Central 
Government in consultation 
with the Reserve Bank of India. 

10. Return of deposits to be 
filed with the Registrar. 

Every company to which 
these rules apply, in each year, 
file with the Registrar, within 
thirty days from the last day 


of its financial year, a retun 
containing; 

4 

(a) the amount of deposits 
brought forward from the pre 
vious financial year; (b) th 
deposits accounted or renews 
during the financial year; (c 
the amount of deposits repair 
during the financial year anc 
the balance of deposits out¬ 
standing at the end of the fin¬ 
ancial year; (d) the total mum 
ber of deposits, repayable dur 
ring the financial year, which 
remains unclaimed and the 
aggregate amount of such un¬ 
claimed deposits; (e) the total 
number of deposits, repayable 
during the financial year, whicli 
though claimed, have not been 
repaid by the company during 
the financial year and the 
aggregate amount of the de¬ 
posits remaining so unpaid; (0 
the reasons in relation to cadi 
deposit, for the non-payment 
of any deposit after the repay¬ 
ment thereof has become 
due; 

Provided that the furnishing 
of such reasons shall not be 
necessary unless, the aggregate 
amount of deposits remaining 
unpaid at the end of the finan¬ 
cial year exceeds tuples five 
lakhs; (g) the steps which have 
been taken for the repayment 
of the deposits referred to in 
clause (f). 

11. Penalty: If a company 
or any other person contra¬ 
venes any provision of these 
rules for which no punishment 
is provided in the Act, the com¬ 
pany and every officer of the 
company who is in default or 
such other person shall be ■ 
punishable with fine which may 
extend to five hundred rupees 
and where the contravention 
is a continuing one, with a 
further fine which may extend 
to fifty rupees for every day 
after the first during Which the 
contravention continues. 

12. Repeal and saving: On 
the commencement of these 
rules, all rules, orders or direc- 
tions in force in relation to 
any maner for Which provision 
is made in these rules shall 
stand repealed, except as res¬ 
pects things, done or omitted 
to be done before such repeal. 
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^ 1 ,^ ■ jj It was not expected of course that the 

U'T Pi IO Q6S railway budget this time would make any 

. , new demands of a sweeping nature on 

to cross the purse or pockets of those who 

must use the services, of the? railways, 
reight rates and passenger fares were revised in September last year to yield about 
s 133.47 crores during the rest of the financial year ending March 1975. The recurring 
di legacy of this revision is available to railway finances in the new financial year, 
evertbetoss, a little more revenue-raising has to be done if only for the purpose of 
indow-dressing. The budgeted surplus of Rs 23.03 crorcs cannot of course be taken 
riousty. For one thing it has not provided for liabilities relating to increases in 
carness allowance which have already fallen due. For another, the revenue 
intimates make assumptions of a macro-economic character which may perhaps tax 
c benevolence of the stars in which the new Railway minister is reputed to place so 
uch faith. For the time being, however, with almost everybody talking of the econo- 
ay having turned the corner and the Finance minister virtually promising a pro- 
udion-oriented budget, it could perhaps be supposed that Mr Kamiapati Tripathi 
nay not be overstraining the goodwill of the heavenly bodies. 

There are at least two laudable trends in railway management as revealed by the 
udgel papers. The first is that, following the blow dealt to railway finances and opera- 
ions by the strike last year, the management seems to have made a special effort to iro- 
rove both,. In this it has been reasonably successful, but the question is whether this 
pells an end to the drift which in past years had done so much to make the railways such 
un expensive and inefficient public utility, it is not enough that the railway strike has 
shocked the Railway Board into an immediate recognition of its responsibility to ensure 
utter management. The country has a right to insist on enduring improvement in 
this regard. There can be no substitute for a constant sense of responsibility on the part 
of the Railway Board if productivity of the railways is to be more permanently protected 
uvJ promoted. 


The other aspect that calls for commendation is that the Railway Board is at last 
lirming itself up to take hard decisions. There is, happily, far less politics in this budget 
than in any other railway budget in recent years. It is clearly sensible to end the subsi- 
di/.ing.of movements of foodgrains or iron and manganese ores. With Railway finan¬ 
ces so much in the red, a much stronger case will have to be made for the continuance 
of the concessions than seems possible. A large part of grain movement is and will 
continue to be under the auspices of private trade. This trade has not shown any 
conspicuous restraint in seeking profits. There is no reason why it should be spared 
from paying ah economic price for its use of rail transport. Even where grain handled 
by the public distribution system is concerned, the proper course would be for the sub¬ 
sidy, if there is to be any, to be borne on the relevant estimates in the general budget. 


As for iron ore or manganese ore moving into the export trade, the world prices 
of these commodities have moved up and, even if it is to be assumed that the world steel 
industry is about to experience significant recession, there is no proof that the proposed 
increases in the freight rates on this ore traffic would make any material difference to 
our country’s competitiveness. 


The Railway Board has also shown guts in cutting the coat of its capital budget 
to the cloth of the resources available to it. If this austerity prompts further discipline 
in operational and financial management, the country would reap a two-fold gain. It 
may be argued of course that arrears of development will after all have to be cleared 
some time. The time element however is a very relevant factor. Right now there is 
an absolute need to ration capital among the various claimants for investments in the 
public sector. The immediate need for the railways is to stabilize their ways and means 
and start generating internal resources which could contribute towards the financing 
of furthersubstaatial expansion. f " . 

A side effect Of the projected economy ir capital expenditure wo.uid necessarily 


6dSl8fll 

ECONOMIST 


FEBRUARY 21, 1975 


But Bridges to Cross 

379 

Selling Tea 

380 

Spoilt Sugar 

381 

Points of View 

On the Crucifix of the Dual Stan¬ 
dard — P.R. Brahmananda .. 

383 

Bhilai's Commendable Progress 

-R.C Ummat. 

391 

Window on the World 

In and Around Pacific Asia: IV 

—V. Balasubnimunian 

393 

The Latest from the USSR 

—Jossleyn Hcnncssy 

401 

Books Briefly 

Problems of Industrial Housing 

—Academic us . 

403 

Books Received. 

408 


Trade Winds 

Increased Cane Prices; Cement 
Against Foreign Exchange; JDA 
Credit; UNDP Assistance; Cabi* 
net Changes; Jndo-RumanianAc¬ 
cord; Indo-Yugoslav Joint Vctv* 
tures; Dual Voltage Locomotives; 

Bhatinda Fertiliser Unit; Excess 
Capacity for Exports; Trade 
with Finland; World Tea Output; 

Rural Banking; World Trade; 
Fertilisers from Poland; Coir 
Exports; Asian Rice Trade Fund; 

World Cashew Community; 

Sugar Prospects; Bihar's Poverty 41 Ml 3 

Company Affairs 

Markets Buoyant; Larsen and 
Toubro; Bajaj Auto; Siemens 
India; Indian Aluminium; 
Khandelwal Udyog; ICICI; 

Gammon India; Polygas; 

Unit Trust; News and Notes; 

New Issues; Guidelines for Share¬ 
holders; Dividends.. .. 414-419 

Records end Statistics 

IMF Progress Report on Oil 
Facility .. .. ... .. 420 

A Profile of Kamila Free Trade 
Zone 


421 



be a decline in the orders ^vhich the rail* 
ways will be able to place ortihe manu¬ 
facturers and suppliers of rolling stock or 
other capital equipment. The wagon in¬ 
dustry is bound to set up a wail. Bharat 
Heavy Electricals Limited is also stated 
to be in an aggrieved mood. While it is 
true that the railways, in their own in¬ 
terests and in the interests of the national 
economy, should be able to avoid violent 
swings in their demand for capital equip¬ 
ment, it must be admitted that no useful 
purpose can be served by shutting 
our eyes to the fact that there is 
a serious resource constraint at the pre¬ 
sent time. It is inevitable therefore that 
some painful adjustments will have to be 
made. In any case there is no point in 
asking the railways to go on placing orders 
if they cannot pay for the goods. Perhaps 
the affected manufacturers of railway 
equipment would recognize in the situa¬ 
tion a compulsion to explore export 
possibilities more vigorously. 

It is not at once obvious that the new 
Railway minister will make any great im¬ 
pact on railway policy or railway adminis¬ 
tration. Mr Tripathi however is said 
to be a humane person. Perhaps 


Selling tea 

For More than two decades, the price 
of tea has stagnated at auctions both in 
this country and the United Kingdom. 
In 1953, the average price of tea at London 
auctions was 40.2 pence per kg. Twenty 
years later in 1973, it was no more than 
43.3 pence per kg. The highest price rea¬ 
lised was 58.1 pence per kg. in 1954 and 
the lowest at 33.6 pence per kg. in 1952. 
Also, between 1961 and 1973, the price 
of tea ruled consistently below 50 pence 
per kg. 

In order to study the reasons for the 
stagnation in prices of tea and also to 
analyse (i) the suitability of the existing 
market practices and arrangements and 
(ii) the institutional changes and reforms 
needed for securing the best prices possible 
both in this country and abroad, the Con¬ 
sultative Committee of the Plantation 
Associations requisitioned some time back 
the services of a marketing study team. It 
consisted of (i) Prof. Amritananda Das 
of the Gandhian Institute of Studies, Vara- 


his good nature would make him a 
little more sensitive to the travails of the 
travelling public. The “III Class” in 
passenger travel has been abolished in 
name, but the condition of travel for the 
mass of railway passengers remains ‘nth* 
class. Punctuality and regularity of train 
services could no doubt be great blessings, 
but it is not less important that human 
beings should be able to travel like human 
beings and not be transported like cattle. 
Overcrowding continues to be a howling 
outrage on most active routes or popular 
train services. As for the sufferings of the 
commuters by the suburban train services in 
the metropolitan areas, the less said the 
better. Since this railway budget is inno¬ 
cent of controversial fare or freight pro¬ 
posals, it is to be hoped that parliament 
will pay purposeful and constructive atten¬ 
tion to the basic issue of civilized railway 
travel for the people of this Country and 
that the minister, in turn, would accept 
the responsibility of the railways for elimi¬ 
nating excessive overcrowding within a 
reasonable period of time. The railways, 
as the minister put it, may be seeing the 
end of the tunnel, but there are still 
some bridges to cross. 


nasi;(ii)Dr. Peter Philip, an econometri¬ 
cian; and(iii)Dr. S. Subramaniam, Senior 
Professor of Marketing Methods at the 
Indian Institute of Management, Banga¬ 
lore. The report of the team has been pub¬ 
lished recently. 

One of the conclusions of the study re¬ 
lated to the widely-circulated view that 
tea auctions were rigged against the pro¬ 
ducers by a combination of buyers. The 
study team termed this view as baseless. 
Stated the team: “There are no really 
acceptable alternatives to the system of 
auctions in the case of tea and it has been 
our impression that all sections of the 
market are unanimous on the inevitability 
of the auctions, and on its utility as a 
forum where there is open bidding and 
competition among buyers”. 

It is necessary to state here that the 
above-mentioned conclusion of the study 
team was arrived at hot on the basis of 
exact figures but on rough data. From 
the information which ^the study team 
collected, it came to the conclusion that 
nearly 60 per cent of the tea sold in 


the retail market in this country was by 
loose tea merchants while .the bhlhnce 40 
per cent was sold in packets. In the latter 
category of sales* one paeketeer of tea 
alone claimed 60 per cent of the share 
while the other had 20 per cent share. 
Thus, the two packeteers together con¬ 
trolled 80 per cent of the tea sold in the 
retail markets in packets. It also followed 
that nearly one-third (32 per cent, to be 
exact) of the total tea sales in this country 
were controlled by two packeteers. 

In the United Kingdom, the picture was 
slightly different. There four companies 
controlled 90 per cent of the tea sales, the 
largest company controlling as much as 
43 per cent of the market. The degree of 
concentration in regard to the sale of tea 
in the Indian market was certainly lower 
than that of the United Kingdom market. 
But there appeared little justification to 
jump to the conclusion on the basis of 
these facts that the tea auctions were not 
being rigged by powerful operators. 

There was no doubt that the presence of 
a few members which controlled a domi¬ 
nant share of the market was much weaker 
in Indian auctions than in the UK but the 
study team had not put forth a convincing 
case in favour of its judgement that “it 
is extremely unlikely that market rigging 
by collusive activity takes place in the 
Indian auctions to any significant extent”. 
It is a pity that the study team was not 
able to collect authentic data in this re¬ 
gard and had to depend on rough esti¬ 
mates For its judgement. Also, the line of 
argument put forward by it was not flaw¬ 
less. Because 32 per cent of the total sale 
of tea was in the hands of two buyers and 
the rest in the hands of a number of others 
(exact number not known), it was 
hardly justified to conclude that subs¬ 
tantial ground existed for believing in the 
absence of collusion by major buyers. 

Again, the team examined the frequent 
complaint of a collusion between major 
buyers and stated that there whs no tacit 
collusion between the major buyers but 
only an informal understanding on strategy. 
Here also the argument put forward was 
far from convincing. Stated the study 
team: “Suppose the big buyers decide that 
the market i$ going down, then by keeping 
away fromthe market, they will let it go 

* „ i ' 

mom 21,1973 

■ . 1 „ > ;. 


EASTERN ECONOMIST 


380 



down ocoausc me snuu* ouycrs cannot 

take up all the slack; due to the absence 
of the buyers*', To hammer this point 
further, the study team stated that if the 
big buyers were wrong, the market would 
go up eventually and they would be losers 
implying that the big buyers could not 
keep away from the market indefinitely. 
But the possibility of such an eventuality 
was rare because according to the findings 
of the study team “in comparison to the 
more sophisticated buyers, brokers are 
very much beckward in terms of worth¬ 
while market intelligence”. And the pro¬ 
ducers depended upon the brokers for 
market intelligence. 

After having come to the conclusion 
that there was hardly any possibility of the 
major buyers rigging the market through 
collusion, the study team hastened to 
concede that “the big buyers can have 
short-term effects on market prices but 
■>ince the major portion of tea is accounted 
for by other buyers this action cannot in¬ 
fluence by itself the behaviour of prices 
over a longer period”. This was once 
again a subjective view which could be dis- 
I puted. It seems that the study team should 
f have perhaps taken greater pains to col¬ 
lect additional information before hurry¬ 
ing to present its findings to the country. 
The broad question of rigging of tea auc¬ 
tions remained an open one as the findings 
of the team were not based on faultless 
analysis but on subjective interpretation 
of information gathered. 

The study team had however blamed the 
weakness in the selling system as the cause 
for stagnation in tea prices. As the 
producers suffered from inadequate 
financing at the warehousing and 
marketing stage, this had a weak¬ 
ening effect on the auctioning system 
and forced the producers to resort to dis¬ 
tress sale. In other words, like any other 
agricultural commodity tea also was a 
victim of the incapacity of the producers 
to hold stocks; Surely, this could be a po¬ 
tent factor but the various techniques em¬ 
ployed by the powerful tea buyers also 
affected the tea market. The study team 
had however criticised the producers for 
not having taken any serious steps to act 
in unison and bring to an end the chronic 
pressure under which they were forced to 
sell their produce. 

Alter reviewing the supply and demand 
EAmmBCQmwsi 


iot tea m me worm, me stuoy ream conclu¬ 
ded that the basic reason for low prices 
for tea did not lie in 4he institutional 
arrangements for the marketing of tea but 
in the fundamental imbalance between the 
supply-demand forces in the market. 
Partly, it was the slow growth in demand 
in the developed countries which accoun¬ 
ted for the bulk of import of tea. Surely 
this could be one of the reasons for keeping 
the prices of tea in the international mar¬ 
ket at a relatively low level, The recent 
decision of the major producers i.e. our 
country and Sri Lanka to work in close 
cooperation may bring about beneficial 
results. However, tea had to compete with 
a number of beverages in the international 


Spoilt sugar 

A piquant situation has arisen in the sugar 
industry as a result of the unwillingness 
of the central government to raise prices 
for levy sugar in the 1974-75 crushing 
season and the earlier inadequate adjust¬ 
ments in these prices. The sugar producers 
have been representing to the ministry of 
Agriculture and Irrigation that the policy 
of partial decontrol was proving to be in¬ 
effective due to the heavy loss sustained on 
sales of levy sugar and the compulsion to 
recover these losses through the disposal 
of the free-sale quota and pay also cane 
prices much higher than those fixed under 
the new government formula. The govern¬ 
ment has of course recognised the need for 
cushioning the losses sustained on levy 
sugar and providing also a reasonable 
return to the sugar producers, even after 
the payment of high cane prices, by in¬ 
creasing the quota for free sale to 35 per 
cent from 30 per cent. 

It has also been decided by the UP go¬ 
vernment, which is also a large producer 
of khandsari, that there should be a levy 
of one third of khandsari output in the 
state from the beginning of this year at 
R$ 200 per quintal in order to reduce the 
diversion of cane for being converted into 
khandsari and also release sugar for ex¬ 
port. It is not expected however that 
more than 20,000 tonnes of sugar can be 
saved in this manner and made available 
for export by the centre. It had been 
earlier suggested that there should be a 
uniform policy in regard to the impositicn 
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marxei ana unless aemana tor it is stimu¬ 
lated in line With increasing production, 
there i$ no possibility of it being able to 
obtain improved prices. 

The study thus had pinpointed some of 
the causes which could be responsible for 
the depressed prices of tea though its 
efforts were concentrated in a scrutiny 
of the auction system. There could be 
little disagreement in regard to the vari¬ 
ous well-known points made by it except 
for its observations regarding the auction 
system. Perhaps there was scope for a more 
elaborate study on this subject for which 
the inspiration should come from sources 
other than the plantation associations. 


of a levy on production of khandsari sugar 
and also a higher level of excise duties. 
With the high prices prevailing in the open 
market for refined sugar, on account of the 
levy of an ad valorem duty of 37 J per cent, 
khandsari producers are in a position to 
compete actively with sugar factories and 
pay handsome prices to the growers. 

On the basis of the tariff value of Rs 345 
for free sale sugar per quintal, the excise 
duty works out toRs 129.375 per quintal. 
Curiously enough, the tariff value is now 
much higher than prevailing open market 
prices as there has been a sharp fall 
in recent months with heavy arrivals of 
khandsari sugar. The latter is available 
5 to 10 per cent cheaper than refined 
sugar and large consumers have shown a 
preference for khandsari because of the 
saving in expenditure that could be effec¬ 
ted. The policy of the UP government in 
imposing a levy on khandsari production 
is of course half-hearted as the output in 
the first three months of the season was 
not subjected to any levy. Also there are 
no reliable estimates of production and 
it is not clear whether the levy will be effec¬ 
tive. 

It is reckoned however that khandsari 
output has been increasing significantly 
in the past three years and it will be now 
even 8 lakh tonnes with Andhra Pradesh 
emerging as another important producer. 
The capital outlay involved for establishing 
eight khandsari units on the basis of pre¬ 
sent costs is only a fraction of what would 
have to be incurred on a modern sugar 
factory on a comparable basis. In view 
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of the attractive return onifevestment and 
the absence of any control ovet prices and 
production khandsari producers have been 
making larger profits per tonnethan their 
counterparts in the organised sector. 

The manufacture of khandsari in ir- 
creasing quantities will no doubt lead to 
the realisation of higher prices by the canc 
grower and the extension of this cash crop 
over larger areas. However, the standar¬ 
disation of quality of production cannot be 
ensured and their is also a loss in recovery 
of sugar by over one per cent as com¬ 
pared to the sugar factories due to ineffee- 
tivc handling of cane supplies. This argu¬ 
ment may be used as a reason for enabling 
the khandsari producers to make reason¬ 
able profits alter satisfying the cane grow¬ 
ers. The utilisation of canc in this manner 
however will result in increasing losses of 
sugar production as even now it can be 
estimated at over one lakh tonnes annually. 

While this loss of production due to low 
recovery cannot he afforded by the nation, 
if there was an uncontrolled rise in khand¬ 
sari production, the disadvantage experien¬ 
ced by kluwiUari producers on account of 
a lower recovery will be only Rs 20 per 
tonne of canc. But due to the realisation 
of high open market prices of around 
Rs 400 per quintal, the efficient khandsari 
producer is in a position to realise a profit 
of Rs 50 per quintal even after paying 
Rs 175 per tonne of cane. As the factories 
operate in areas where there is a disadvan¬ 
tage for the bigger sugar units in respect 
of freight charges, the average prices rea¬ 
lised by the former will be less than 
Rs 175 per tonne. 

The effect of rising production of khand¬ 
sari has thus been to raise the expectation 
of cane farmers in regard to the returnon 
the crop. And with high prices for other 
competing crops the situation has become 
complicated with the government decid¬ 
ing to fix the minimum cane price at only 
Rs 85 per tonne for a basic recovery of 
8.5 per cent. The situation in Tamil 
Nadu particularly is extremely difficult as 
on account of high prices for rice, canc 
growers are demanding higher prices for 
canc. There is also a diversion of the area 
under this crop for cultivating paddy be¬ 
cause of the much larger return avail¬ 
able in regions where there arc assured 
irrigation facilities. Many growers' as¬ 
sociations have been demanding even a 
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price of Rs IS) per tonne of cane and 
crushing operations were delayed due to the 
inability of sugar mills to concede these 
demands. It is now»fe1t that without the 
payment of a price of at least Rs 125 
per tonne the industry in the state will not 
be in a position to produce even three 
lakh tonnes of sugar itt 1975-76 against 
the likely new record of five lakh tonnes in 
1974-75. 

The excellent performance of sugar mills 
in Tamil Nadu in 1974-75, in spite of a la¬ 
bour strike for over three weeks, is due to 
the implementation of expansion schemes 
by many units in the private sector and 
better utilisation of the crushing capacity 
by sugar mills in both the private and co¬ 
operative sectors. The availability of 
canc supplies in the desired quantities 
could be ensured as the industry made rea¬ 
sonable profits in 1972-74 and remunera¬ 
tive cane prices could be paid. 

The cost of production of sugar on the 
basis of Rs 125 per tonne of cane is how¬ 
ever such that much higher open market 
prices have to be realised than those possi¬ 
ble in the existing circumstances. It has 
been roughly computed that the cost of 
one quintal of sugar on the basis of a price 
of Rs 125 per tonne of cane will be 
Rs 210 per quintal assuming average re¬ 
covery of 8.5 per cent. As the price for 
levy sugar has been fixed around Rs 156 
per quintal the breakeven point cannot be 
reached until the average price realised is 
Rs 256 per quintal. Even with an cx- 
factory price of Rs 350 per quintal against 
the prevailing rate of Rs 290 per quintal 
exclusive of excise duty, only the break¬ 
even point will be reached, while the eon- 


It now remains to indicate the measure in which 
the Bombay planners in their second memorandum 
have succeeded in reconciling planning with demo¬ 
cracy — in short, in incorporating the essential 
elements of a vigorous political and economic 
democracy into the framework of a directed eco¬ 
nomy. On account of recent historical association 
of economic planning with Russia and Germany, 
it has been widely assumed that ft planned economy 
can only function withiu tbeffolitical framework of 
a totalitarian government. On the contrary, the 
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sumer offtefc sale sugar win have afedliug 
that hi waa being exploited astheemipficc 
wilt be, after paymetitof excise duty and 
transport charges, even at the wholesale 
level around Rs 490 per quinta]. The fixa¬ 
tion of a tow price for l©vy ; sugar and the 
compulsion to share also With the grower SO 
per cent of the “profits" over the levy price 
realised on free sale sugar have resulted in a 
distortion of the policy of partial decon¬ 
trol and many sugar producers are reported 
to be thinking of instituting legal proceed¬ 
ings challenging the validity of, government 
decisions. While the outcome of any lega¬ 
listic approach will have undesirable re¬ 
percussions, the fact cannot be overlooked 
that higher minimum prices for cane have 
to be fixed and the price for levy sugar also 
has to be such as to reduce substantially the 
clement of subsidy involved in the distri¬ 
bution of sugar on a controlled basis. 
Otherwise, it will be difficult to expect that 
the record of 1974-75 in respect of pro¬ 
duction, which may even surpass the 
achievement ol* 1969-70, (the best year so 
far) in 1975-76. 

It is needless is say that a slump in 
output in 1975-76 will prejudice the 
prospects for sugar exports in 1976-77. It 
may even be difficult to raise exports 
in 1974-75 to the desired level if it becomes 
clear by the middle of this year that the 
areas under cane had contracted signifi¬ 
cantly due to the inability of sugar mills 
to pay high prices for canc in some areas. 
The government should therefore re¬ 
examine its policy and attempt integrated 
control over khandsari and refined sugar 
output, besides eliminating the existing 
anomalies. 


Bombay planners assure us that "planning is not 
inconsistent with a democratic organisation oi 
society,” and, in fact, ' its objects wifi be served 
the more effectively if the controls inherent 
in it are voluntarily accepted by the com¬ 
munity and i.nly enforced with its consent . 0 Thai 
is why they regard the establishment of a national 
government as an essential pre-condition of suc¬ 
cessful planning; for only such a government 
which is representative of the targe masses in the 
country can evoke cooperation of the people* 
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POUTS OF VIEW 
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On the crucifix of 
- the dual standard 


Recent international monetary develop¬ 
ments have the flavour of the classic 
tragi-comedy, tragedy to some and come¬ 
dy to others. Since 1973 when the oil 
prices started zooming up, reserves, large¬ 
ly in dollars, started accumulating with the 
oil-exporting countries. The action of the 
primary exporters in obtaining a boost to 
the prices of their exports through con¬ 
certed action upset the international dist¬ 
ribution of reserves. The cut in oil exports 
has led to a significant reduction in the 
growth-rate of the developed world. 
Comparative cost ratios have been jolted. 
The problem for the developed countries 
cannot be solved by monetary expansion. 
We have recently seen hectic efforts to 
find a solution to the recycling problem. 
Instead of the third world, the 
developed countries became acutely 
conscious of reserves; so began the quest 
for a new role for SDRs and for IMF 
special facilities. In the process the market 
price of gold has become a convenient inst¬ 
rument for the revaluation of reserves. 
So, we see, an informal gold-standard 
emerging among the developed countries 
and a SDR-cum-dollar standard, both 
(SDRs and dollars) technically delinked 
from gold, being confronted to the third 
world, which consists of all the oil-export¬ 
ing countries. Thus, we are on the horns 
of world inflation which hitherto, has al¬ 
ready deprived the primary exporters of 
their just share in gains-of-trade. This 
paper touches on all these issues and 
pleades for a mission of justice to the third 
world. 

basic standpoints 

1 am thankful to the organisers of the 
Seminar on International Trade and 
Economic Development — arranged in 
connection with the visit of Professor Peter 
B. Kenen — for giving me an opportunity 
to present, or rather to develop further, 
some basic standpoints, flowing from the 
classical (or neo-classical) tradition, on 
recent international monetary develop¬ 
ments. Over the past few years, these de¬ 
velopments have been undergoing almost 
a thorough revolution. Unfortunately, 
events in this sphere are running faster 
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Text of a speech delivered at the 
seminar on “International Trade 
and Economic Development" held 
recently in New Delhi under the 
auspices of the Indo-American 
Chamber of Commerce and US 
Information Service, 
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than the thinking among most eco¬ 
nomists. 

Three angles, or frameworks, of econo¬ 
mic analysis have been applied to inter¬ 
pret the recent international monetary 
developments. The adherents to the 
‘Keynesian’, or rather the ‘neo-Keynesian*, 
(or more appropriately the ‘Cassel-Key- 
nes’) angle has been emphasising the non¬ 
existence of an automatic and orderly set 
of international arrangements to expand 
the international liquidity base at a suffi¬ 
ciently fast rate, and at suitable intervals 
as the crucial lacuna in the present system. 

macro-equilibrium 

One may recollect that Keynes’s ‘Money', 
in the ‘Treatise’ and in the ‘General 
Theory’, was some multiple of the value 
of gold reserves. Unemployment in capi¬ 
talist countries, he argued, arises simply 
because of the inability of each country to 
obtain for itself a sufficiently large, and 
elastic, internationa[ liquidity base for its 
money supply such that through domestic 
monetary expansion, the interest rate can 
be lowered, thus facilitating the attain¬ 
ment of macro-equilibrium at a larger vo¬ 
lume of investment, employment and real 
income. 

Keynes had a strong belief that money 
supply in each country, in an inter¬ 
national system, could not be endoge¬ 
nously determined. One might recollect 
here his suggestion, during the wake of the 
’30depression years, (period to Roosevelt’s 
decision to move up the gold price) for 
an internationally conceived programme 
of the issuance of gold bonds, which would 
supplement gold reserves. Obviously in 
this arrangement, though he visualised some 


favourable modification for the UK, the 
new gold bonds would be distributed large¬ 
ly in proportion to the initial holdings of 
the gold reserves. By and large, this 
arrangement might be deemed to be a sur¬ 
rogate of that for the revision in the market 
price of gold. It is interesting that per¬ 
haps alone among the followers of the 
Keynesian tradition, Harrod has been 
pleading for this sort of a solution. 

other suggestions 

True, there are others who have suggested 
arrangements for a revision in the gold 
price, but they in turn want such a revival 
to be coupled with the establishment of 
rules simulating gold standard. One might 
broadly conceive of the Kaynesian angle 
as being based upon a fundamental fear 
that, in the absence of an adequate inter¬ 
national liquidity base, there would tend 
to emerge a sudden possibility of a defla¬ 
tion of demand leading to world depres¬ 
sion. 

The Damocles sword of the threat 
of a world slump would hang over the 
heads of centra] bankers in an interna¬ 
tional world wherein monetary expansion 
in each country was conditional upon ex¬ 
pansion of gold reserves. The reform ar¬ 
rangements which have been suggested for 
a massive rate of expansion of Special Dra¬ 
wing Rights (SDR) can be said to flow from 
the Keynesian angle, though, in its extreme, 
some proponents of the ‘Keynesian’ angle 
would envisage an abandonment of any 
role for gold in the world system. I am 
not sure, I stand to be corrected here, 
whether Keynes ever visualised a complete¬ 
ly fiat-based international monetary sys¬ 
tem, as the extreme Triffinitcs sometimes 
claim, [on P. 358 of ‘Essays in Persuasion’ 

(Collected Writings Vol. 1X)J. Keynes 
(1933) visualises the need also for a reduc¬ 
tion in international money if prices are 
rising ‘too much*. This may explain why 
he was not in favour of a straightforward 
rise in gold price. Keynes at best was for 
stable long-term prices. He could not 
have acqueisced in the present inflationary 
orgy. 

A second angle, which might be rightly 
called as the neo-classical angle, has the 
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emphasis on a system of perfectly flexible 
rates of exchange, with no internationally 
agreed base for liquid reserves and with 
no role for the IMF. or any such institu¬ 
tion whatsoever. Jn high neo-classical 
theory* production flows as a result of 
application of labour to pre-existent and 
ready-for-use machinery and plant; the 
cost-prices of such machinery and plant, 
through regress in lime, are capable of 
being reduced wholly into sums of wages 
and/or profits; wages and/or profits and/ 
or factor shares are paid at the end of 
the period of production. In other words, 
neo-classical theory has no role for pre¬ 
existent produced stocks; for commodi¬ 
ties as input stocks, without which no 
production can ensue in any period — 
current or in remote past through re¬ 
gress. Obviously this strategy would im¬ 
ply that receipts and payments can, and do, 
synchronise just as inputs and outputs are 
deemed to synchronise. There is really 
no problem of reserves. No need for them. 
There always exists such possibility through 
flexible prices, wages, etc in each country 
such that instantaneously as it were, ex¬ 
ports can be counterbalanced by imports. 

A third angle is the neo-classical 
standpoint which maintains that in a world 
in which, each or most countries are de¬ 
pendent on others for crucial inputs, and 
wherein, production lags, apart f rom trans¬ 
port lags, are extremely important, inter¬ 
national reserves are a necessary condition 
for obtaining capacity-utilisation of its 
usable resources. Gross national pro¬ 
duct etc. are causally linked with the 
levels of reserves or the ease of access 
thereto. Reserves in this standpoint are 
a proxy for pre-existent input stocks, 
which are limitational to the production 
processes of the country. A second fea¬ 
ture of the neo-classical angle is that in an 
international economy, there has to be 
some common absolute measure and 
store of value. Gold fulfils these roles 
most effectively in an international eco¬ 
nomy; hence, the neo-classical standpoint 
would emphasise an appropriate and cen¬ 
tral role for gold in any scheme for orderly 
international trade and capital flows. 

role of gold 

The system of flexible exchange rates and 
or the scheme of Special Drawing Rights, 
whose value is linked to a composite of 
exchange rates of these countries, cannot 
serve the purpose of a common inter-tem¬ 
poral measure and store of value. The 
classicists would, therefore, assert that the 
evolution of international monetary ar¬ 
rangements will, of necessity, be such 
as to involve within the IMF system or 


outside of it — an extremely important 
role for gold, at a price which would be 
governed by international market 
forces. Gold will then have to 
continue to be a rival or a domi- : 
nating standard of international value. 
Recognition of this would facilitate a bet¬ 
ter system of international arrangements. 

There are not many academic adherents 
(Hclperin, RuefT and this writer, are drops 
in the ocean of academic economists) of 
the gold standard. A full restatement of 
the classical theory of international li¬ 
quidity has been provided in Gold- 
Money Rift — A Classical Theory of 
Inf motional Liquidity (Bombay, 1969). 

I may be forgiven for a reference to this 
work; for, as far as 1 am aware, there is 
no other comprehensive treatment in 
the classical tradition as modernised by the, 
neo-Ricardians. That book provides an 
interpretation different from the neo-Key¬ 
nesian (or Triflinian) and the neo-classi¬ 
cal one (Machluppnish, and may J say, 
Friedmanniun!). Friedman has gone on 
record for having pleaded for the gold 
standard as the best system. (How does 
this view go with his monetary theory 
which postulates endogeneity for the 
economy in money supply!) Since that 
cannot be, the next best would be the sys¬ 
tem of floating rates. It would be interest¬ 
ing to know what his reaction would be 
now that the fiction of the official price of 
gold has disappeared and sooner or later 
countries would be obtaining freedom to 
buy and sell gold amongst each other and 
also through the markets. 

no explanation 

From a strictly theorotical viewpoint, the 
Keynesian angle is unable to explain the 
monetary developments in the post-Second 
World War period. For example, why 
have interest rates, both long and short, 
been rising in almost all developed count¬ 
ries? This can be accounted for by two rea¬ 
sons: (1) the delayed and continued ad¬ 
justment for creeping inflation, actual and 
expected; and (2) an expectation of pro¬ 
longed capital or ‘real finance’ shortage in 
the world. Neither of these explanations, 
which essentially are not contradictory, 
can be reconciled with Keynesian or neo- 
Keynesian theory. The Keynesian angle 
cannot also explain why it has not been 
possible to banish gold from the (account¬ 
ing) vaults of central banks. The triumph 
of the market-price over the (obsolete) 
official price proves conclusively that gold 
is not a barbarous relic. It demonstrates 
that the international medium cannot be 
based upon fiats. The world of interna- 
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tional trade and payments is not the ‘gol¬ 
den age' of Joan Robinson or the ‘steady 
state’ ofSolow. The various political 
uncertainties and differing experiences, 
fears and goals of different nations and the 
perennial conflicts between quests for free¬ 
dom. justice and power, all point out to 
the tremendous practical, apart from 
theoretical, difficulties in the way of a 
fiat-based international money. 

pertinent questions 

The neo-classical angle has also failed 
to interpret and forecast the reality cor¬ 
rectly; for, the introduction of it market 
price of gold in terms of which trans¬ 
actions between countries can take place, 
brings into focus the reality of an absolute 
international standard. Within the IMF 
system, SDRs may have a place; but then 
now that SDRs are dc-linked from gold, 
will it not follow that if all the major cur¬ 
rencies reduce their exchange values in 
terms of gold, the gold value of SDR too 
would have gone down? If the market 
price of gold, in terms of which countries 
may revalue their gold reserves, tends to 
go up through time, will not SDRs also 
tend to go down in their gold values? 
What prevents central banks from re¬ 
valuing all their exchange reserves in terms 
of gold? In a way, to the extent that, in 
course of time, the central banks revalue 
their gold reserves in terms of the latter’s 
market price and arc eager to enter into 
trade and capital transactions through the 
settlement media of gold, and to the ex¬ 
tent to which inter-country loans, or 
loans within each country may carry gold 
guarantee in terms of market or market- 
price related price of gold, will not the 
SDRs tend to become a parvenu? 

We may note that SDRs cannot become 
a convenient medium of settlement for 
private transactions. All these should 
make one ‘take with cartloads of salt’ 
any deduction that simply because the IMF 
abolishes the official price of gold, gold 
has been banished! More often than not, 
when you throw something out of the win¬ 
dow, that which is thrown out, will re¬ 
enter from the door! 

A most glaring weakness of neo-classi¬ 
cal trade theory is its inability to explain 
the strong and enduring shift in terms of 
trade due to the oil crisis. Terms of trade 
and import and export prices were deemed 
as naturally given factors incapable of a 
permanent jolt due.to concertcd-policy ar¬ 
rangements ft;om one group of countries. 
The notion of recycling postulates lags, 
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The world had nothing before it got zero 

India introduced the concept. The Sanskrit name tor the 
figure was Sflnya meaning void. India was the first to use 
it in the modern form. The earliest inscription dates back 
to 800 A.Dt But there is evidence in Indian scriptures that 
the zero was used centuries before. 

In this and other spheres Indian talents have enriched 
the world. We at L&T try to continue the tradition by 
enriching life through industrial development. We design, 
manufacture and instal plant and equipment for every vital 
industry^steel, cement, fertilizer, paper and pulp, nuclear. 
Leading companies like Toyo Engineering, Snam Progetti, 
Humphreys and Glasgow, Davy Powergas have called on us 
for complete engineering, manufacturing and construction 
services In and outside India. 

Who are we? A major industrial complex strategically 
located to serve the developing world. The success of our 
servtte lies in the individual talents of over 10,000 people in 
our network of offices ail over India. 

LARSEN a TOUBRO LIMITED 

9 . O. Box ST& Comtuy 400 ON 
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SAVE RE. I/- EVBtr TIME 
YOU CHANGE TOUR SHIRT 






That’s the average price a man 
pays to have an ordinary shirt 
washed, starched and looking 
presentable. It's a high price for 
smartness. And an unnecessary 
> one...when you can get‘Terene’^. 


It can be washed easily at home. Yes, but they last thrice as 
iThere’s no starching, and little or long as ordinary fabrics. That’s like 
no ironing. When you buy fabrics, getting two extra shirts. 

It’s worth making sure that These days. ‘Terene’ is the only 

they carry the ‘Terene’ trademark, way to keep looking smart, 

'Terene’ fabrics cost more. and keep within a budget. 


ONLY WHEN YOU SEE THE ‘TERENE* TRADEMARK ON THE FABRIC, 
CAN YOU BE ABSOLUTEIY SURE OF QUALITY.' 


ERENE 


® Registered Ttedemetk of Chemiatt and Fibres of Mis Limited 
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also rather long, and hence the need for 
reserves and ‘credit facilities 1 ! 

What are the essentials of the classical 
standpoint on International Trade and 
Money? 

L In each country there tends to be a 
stable relation between the value of gold 
reserves and the supply of money, of which 
currency and deposits may form the whole 
portion without there being any actual 
gold coins. 

2. The above relation expressed in terms 
of the ratio of gold reserves to money is 
capable of change in a downward direc¬ 
tion through a natural evolutionary pro¬ 
cess if violent disturbances affecting the 
confidence of people in the monetary sys¬ 
tem do not intermittently occur. 

3. The price of gold in terms of different 
currencies is outside the control of any 
single central bank or any single sovereign 
country. There tends to be a stability in 
the price of gold in terms of each country’s 
currency. 

4. The stability of the exchange rate of 
one currency vis-a-\is the other is facili¬ 
tated by the operation of the ‘rules’ of the 
gold standard, the most important of these 
rules is that such adjustments in the supply 
of money and interest rates in each coun¬ 
try occur as to cause desirable variations 
in the levels of prices and money incomes 
and in the trading pattern. 

5. Each country is deemed to follow 
broadly a policy of stabilisation of the 
money measure of the net productivity of 
labour. Since the implications of the 
classical standpoint are not very obvious, 
at least in the current day popular litera¬ 
ture, some elaboration is required. (A 
fuller discussion of the respect in which 
Hie Rules need modification in the light of 
changes in the organisation of the de¬ 
veloped economic systems is contained in 
Chapter Xli of ‘Gold-Money Rift’). 

incorrect assessment 

ft is incorrect to imagine that the classi¬ 
cal standpoint implies a waste of produc¬ 
tive resources in the mining of gold. The 
ratio between gold and money can be 
stabilised at any low value provided the 
economic arrangements are credible — 
not merely intrinsically credible, but deem¬ 
ed to be so in the trading and banking cir¬ 
cles of the international community. 
Given the different ratios in different coun¬ 
tries, the volume of money supply in each 
country may be deemed to be exogenously 
determined; an improvement in the mea¬ 
sure of productivity per unit of labour 
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would lead to a fall in the relative prices 
of the commodities in whose production 
productivity has increased, and there would 
tend to be a general fall in the level of 
prices as a whole. This would imply some 
rise in the level of real wage rates. As ex¬ 
ports would rise,reserves would eventually 
go up and money supply would tend to go 
up. The gains of productivity would be 
transferred to the people, producers and 
consumers, of other countries. 

real wages 

However, any general improvement in 
productivity anywhere in the trading world 
as a whole cannot but lead to a general 
rise in the real wage rates, and/or in em¬ 
ployment, where it is due to shortage in the 
wage-fund, and such a rise would tend to 
be sustained, provided induced popula¬ 
tion growth changes do not take away the 
gains. In order to maintain real wages on a 
continuously rising trend,each country will 
have to be ahead of the other in producti¬ 
vity improvements. What the classical 
standpoint maintains here is that, for any 
given productivity change, only that mea¬ 
sure of improvement in the well-being in 
the initiating country would be sustained 
as would belong to the entire world. True, 
over the longer period, productivity im¬ 
provements in gold too may occur leading 
to gold exports in a commodity form from 
the gold-producing country, culminating 
in increases in money supply and prices, 
and money wage-rates. But note that rises 
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in money wage rates are lagged. So long 
as productivity increases in non-gold com¬ 
modities are contimuously occurring, 
there tends to be a straighforward improve¬ 
ment in the level of real wages all around. 

It is extremely important to realise that 
even a country in whose production-condi¬ 
tions, diminishing returns would be accru¬ 
ing and/or no improvements in productive 
ty had occurred, would be gaining through 
an improvement in its terms of trade. 
The fundamental rationale of the classi¬ 
cal standpoint is the emphasis on the stabi¬ 
lity of the money value of the net product 
of labour, thus guaranteeing in the manu¬ 
facturing countries, subject to increasing 
returns, a secular trend of fall in money 
prices of such products and cor¬ 
responding rises in real wage rates as 
measured in the access to these products. 
At the same time, for the diminishing- 
return-product-dominated countries, gains 
would accrue because of the improvements 
in the terms of trade. Such improvements 
in the terms of trade in favour of the pri- 
mary-products-exporting countries is 
conditional essentially upon the obser¬ 
vance of the rule of stability in the money 
value of the net productivity of labour. 

One may characterise an international 
system in which for each country money 
supply is exogenously determined as a 
neutral international monetary system. 

It is obvious that any system of rules by 
means of which the manufacturing count- 


Tabu I 

Rates of Growth of Crucial Liquidity and GNP Measures: The Rich Eleven 

(Compound Rates) 


1938-51 1951-61 1961-72 1938-61 1938-72 1951-72 


1. Money 1 8.17 

2. Gross External Liabilities 

and/or Assets 2 7.85 

3. Gross National Product Cur¬ 
rent Prices* 8.17 

4. Official Reserves 4 3.16 

5. Gold 5 1.72 

6. Real GNP 2.16 

7. Quantum of Trade 6 1.93 

8. Unit Value of Traded Goods 7 7.45 


4.50 

8.40 

6.56 

7.16 

6.51 

5.17 

9.34 

6.66 

7.13 

7.32 

6.24 

8.32 

7.32 

7.99 

7.92 

2.29 

7.10 

3.06 

4.35 

5.08 

— 

--.55 

1.51 

.83 

.30 

— 

— 

— 

3.35 

4.09 

6.12 

8.99 

3.73 

5.41 

7.62 

—.69 

2.19 

3.84 

3.30 

0.81 


1 In US dollars with adjustments for parity changes, a The author’s concept 
(vide ‘Gold-Money Riff, pp. 314-20). GELA includes official reserves as in Interna¬ 
tional Financial Statistics (row 4 here) plus all other short-term external liabilities of 
different countries including of US, as reported in 1FS. 8 In US dollars. 4 As from 
1FS; figures in US dollars* 5 At official price. 7 From UN’s Monthly Bulletin 
of Statistics. Refers to the whole world. 
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ries allow prices and money wages to be 
held constant in a context of improve ¬ 
ments in productivity is unncutral from the 
angle of the primary-product export¬ 
ing countries. Further, a system which 
permits a continuous rise in the level of 
money prices of products and in which 
productivity changes are occurring at a 
fast rate and of money wage rates is not 
merely not neutral, but violating the fun¬ 
damental conditions of classical justice. 
If the implications of the above standpoint 
are accepted, it is dear that it is only under 
conditions of strict gold standard that the 
primary - product - exporting - countries 
would tend to get a measure of justice. 
The gold standard thus is a friend of the 
poor countries. As we shall point out later, 
throughout the post-Second-World-Wur 
period, the productivity of labour in the 
developed countries has been rising at a 
compound rate of more then three per cent 
per annum, but the level of export prices 
of the products in these countries has been 
rising at nearly one per cent per annum. 
Imagine the colossal potential loss which 
the poor third world has suffered during 
the entire post-Sccond-World-Wur period 
as a result of the noii-cxistcncc of the gold 
standard. 

real income equivalent 

According to my rough estimate, the 
price level of exports of the developed 
countries should have fallen from 100 in 
1938 to about 20 or so in 1970. liven 
assuming that the money prices of exports 
of primary products would have been 
halved, there would have been an improve¬ 
ment in the index of terms of trade of the 
primary-producl-expoiting countries by 
about 150 per cent or so. The real income 
equivalent of the gains over this period is 
many times the total aid that the developed 
countries have given to the underdeveloped 
countries. But the domination of the neo¬ 
classical and neo-Keynesian economists 
has been so pervasive in the minds of 
spokesmen of the underdeveloped count¬ 
ries that the strongest attacks against ,he 
gold standard have coiue from those 
whose potential gains have been expro¬ 
priated from them because of the absence 
of the gold standard! Keynes' phrase that 
“gold is a barbarous relic” has affected 
the minds of the economists of the un¬ 
derdeveloped countries so greatly that they 
would rather beg and cringe for charity 
rather than demand justice and be deemed 
barbaric, crankish or obsolete! Can ortho¬ 
dox western economics boast of a greater 
triumph than this ? Strangely enough, 
not even Raul Prcbisch appears to have 
pleaded for the reintroduction of the gold 
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standard or of the stimulation of rules as 
per the old standard. 

Often it has been pointed that the stabi¬ 
lity in the ratio between gold and money 
in each country cannot be obtained under 
conditions in which a country’s trade is a 
small portion of its GNP. For example, 
cannot a country such as the USA de¬ 
viate from the stability rule for quite some 
length of years? What this points out to is 
that the adjustment process fora large and 
tiade-undependent country such as the 
USA is prolonged. Even in the US, over 
the longer run, trade and capital flows are 
important. There are a number of inputs 
for which the US is heavily dependent upon 
the rest of the world. It is not so much 
the proportion of trade to GNP, but how 
important the imported inputs arc in the 
matrix of production that clinches the 
issue. As wc shalf point out later, the 
magnified crisis in GNP and trade that is 
triggered by oil shortfalls proves our 
point. 

As a result of the impact of the so-called 
Keynesian theory in the post-Second- 
World War period and the encouragement 
which the IMF arrangements gave to the 
popularisation of the gold exchange stan¬ 
dard, what came to prevail in the post 
Second-World-War period is not a gold- 
based monetary standard, but a gold- 
bascd-liabilities-based monetary standard. 

The proportion of gold value at the official 
price to total reserves went on diminishing. 
But the world has paid a heavy price for 


its~prolonged deviation from the rules of 
the strict gold standard. What has come 
about is not merely a process of headlong 
inflation, but also two sorts of massive 
forced savings imposed on the world: the 
first case of forced savings is that imposed 
by the US monetary and fiscal policy upon 
the European countries; the second which 
is much more important and ethically 
more disturbing is thatimposed by the US 
and Europe jointly upon the third world 
countries. 


A second criticism that is levelled against 
the gold .standard is that lhe growth-rate 
of supplies of gold is far too meagre in re¬ 
lation to the requirements of a media for 
international transactions and settlements. 
There is a great error here. If the gold 
standard conditions had prevailed the real 
value of gold would have been constant¬ 
ly moved up; this would have implied a 
higher rate of production of gold than 
would have been the case otherwise. Be¬ 
sides, as prices would be falling and the 
trade volume would be growing, the re¬ 
quirement of media would be growing more 
slowly than the latter, because of the fall 
in price level. 

A third, and a rather uninformed criti¬ 
cism, levelled against the gold standard is 
that the supplies would tend to grow by 
fits aud starts; whereas the supplies of 
SDRs, it is said, can be made to grow ac¬ 
cording to a steady rule. It is realised that 
the growth rate of production in the world 
ns a whole depends upon real factors and 


Table- 11 

Secular Trends in Reserves, Money, Output, Trade and Prices 



1938 

1951 

1956 

1961 

1966 

1969 

1970 

1972 

A. Total Official Reserves 

24 

36 

42 

48 

51 

53 

63 

102 

B. Gold Reserves 

24 

30 

32 

39 

35 

31 

30 

32 

C. Total Gross External Liquid 
Liabilitics/Asscts 

24 

64 

78 

106 

134 

148 

179 

283 

D. Money 

62 

172 

207 

267 

367 

432 

474 

648 

E. Imports 

15 

44 

58 

80 

128 

178 

210 

272 

F. Gross National Product at 
Current Prices 

180 

499 

673 

914 

1356 

1775 

1921 

2462 

G. Index of GNP at Constant 
Prices 

100 

J32 



230 

251 

271 

301 

H. Index of Quantum of Trade 

74 

95 

128 

172 

260 

348 

379 

444 

1. Index of Unit Value of Traded 
Goods 

# 1 

42 

107 

102 

100 

105 

107 

112 

127 


A to G refer to Rich Eleven. A to F in billions of current US dollars. H & I 
to all developed countries. 
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there tends to be some fluctuation in the 
growth rate. As a result, the effect of a 
steady rate of growth of SDRs cannot by 
itself tend to overcome the fluctuating na¬ 
ture of the growth rate in production. Be¬ 
sides, we can always conceive of such an 
international system as would, through 
gold buffer stock operations, enable as 
desirable and as steady a rate of growth 
in gold supplies as one desires. 

empirical reality 

l.ct us briefly examine whether the classi¬ 
cal analytical framework explains adequate¬ 
ly theempirical reality of the post-Second- 
War experience. Table I (p. 387) gives the 
(compound) annual rates of key reserve 
magnitudes, money supply, trade andGNP 
at current and constant prices. Data over 
several time-intervals arc provided. The 
data pertaining to magnitudes l to 6 refers 
to the rich eleven countries together. 
(These are the USA, the UK, France, 
Germany, Italy, Belgium, Canada, the 
Netherlands, Japan, Sweden and Switzer¬ 
land). Together they account for more 
than 80 per cent of world's GNP, trade 
quantum and reserve The money units 
are in US dollars with adjustments for 
exchange parities of the US dollar with 
other currencies. 

Money supply of the rich eleven grew 
at a compound rate of 4$ per cent between 
1951 and 1961 but this rate jumped to 8.4 
per cent for 1961-72. The trade quantum 
grew at 6.12 per cent between 1951 to 1961 
but at 8.99 per cent between 1961-72. 
However GNP at current prices 
grew at 6,24 per cent for 1951-61 
but jumped to a growth rate of 
8.32 percent between £961 and 1972. The 
rich world's money supply in recent 
periods shows a closer affinity with move¬ 
ments in trade quantum than with those 
in GNP. A disturbing finding for the 
Fricdmannians. Friedman believes in 
the internal autonomy of the factors deter¬ 
mining money supply. This has been 
challenged by me in ‘Gold-Money Rift’. 
The data shows that money f ollows inter¬ 
national trade etc. No country, certainly 
the non-US world, has autonomy in its 
money supply. Even the US has to bow to 
international compulsions over the long 
run. To understand the post-war behaviour 
of the world's money, Ricardo and David 
Hume are better guides than Milton 
Friedman. What is also interesting is that 
between 1961 to 1972 the money growth 
rate was more than equal to that during 
1938-51. Who says war and its aftermath 
are the sole promotors of inflation? 

Between 1938 and 1951 the income- 
bastern mmmmt 


volocity was about constant, it rose steeply 
during 1951 to 1961 but tended to become 
constant during 1961 to 1972. This is inter¬ 
esting because according to Lord Kaldor 
there is no upper limit to velocity. Interest 
rates, all of them, long, medium and short, 
have been seeking to rise sky-high to meet 
Almighty during 1961 to 1972. Velocity 
should have galloppcd. That this did not 
happen demonstrates the saneness of yet 
another very eminent bit of classical truth. 
Income-velocity docs have a ceiling. 

We noted that currently the growth- 
rale in money supply is higher than that 
during the war and immediate post-war 

criod. The former rate is very much 

ighcr than the growth rate in GNP. 
Since productivity rates have been conti¬ 
nuously rising in these countries and these 
have been rising much faster in the export 
sectors of these countries, there should 
have been a pronounced tendency to fall 
in the unit value of traded goods, it was 
only durmg: 1951-61 that this value was 
tending to fall. This was also the period 
wherein the growth rate in money supply 
was less than that in the quantum of trade. 
It follows that the excess of the growth rate 
in money supply over GNP and over the 
growth rate of gold reserves has been res¬ 
ponsible for the rising tendency of the unit 
value of traded goods during 1961-72 
and for preventing it from falling at a fas¬ 
ter rate during 1951-61. Taking the periods 
1938-72 and 1951-72 there has been a ris¬ 
ing tendency in the unit value of traded 
goods. 

source of injustice 

This then is the source of injustice in 
the distribution of gains from trade. Jf 
there had been an observance of gold 
standard rules the rich world's money 
supply would have grown by less than 
three per cent per annum; for, with a rise 
in the commodity-value of gold, the growth 
rate in production of gold would have 
risen. A reasonable assumption is that 
gold growth would have been at a maxi¬ 
mum compound rate of three per cent per 
annum leading to a maximum growth 
rate in money supply of three per cent. 
This is less than the growth rate in real 
GNP. We should have witnessed a rather 
steep falling tendency in the unit value of 
traded goods. The export prices of the 
commodities of less developed world too 
would have a falling tendency. But as 
diminishing returns are the characteristic 
feature here, the index of terms of trade 
would have moved massively in favour of 
the third world countries. 

The big question is as to why and how 
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the growth rate in money supply has de¬ 
viated from the classical rule that it should 
be close to the rate of growth of old re¬ 
serves. There are three answers to this. 
The fust states that had not the money 
supply grown at the rate that it lias the 
world would have faced a depression. 
The explanation proceeds from country 
to country by resorting to the hypothesis of 
the Phillips' curve. This explanation 
appears to depend upon the hypothesis 
that for the (rich) world as a whole the 
growth rate in money-wages and in prices 
fixes the growth rate in money supply. 
The second and related hypothesis is that 
within each country too money supply is 
autonomous. However these two hypo¬ 
theses cannot explain the reason why the 
international world is in scries of crisis. 
Why is it that the distribution of the bur¬ 
den of adjustment is also an important 
issue? What explains why different count¬ 
ries arc intenneshed with each other? 

missing the issue 

A second explanation is that the US lias 
helped to prevent the world from plung¬ 
ing into a depression by being the leader 
in money supply generation. After all the 
US is just satisfying the growing liquidity 
hunger (or thirst) of the world. Unfor¬ 
tunately this explanation mis&s the issue 
of justice. The two sorts of forced savings 
imposed on the world have led to a re- 

Tabli. HI 
Some Key Ratios 



1938 

1951 

1961 

1970 

1972 

Imports 

-- 

1.2 

1.7 

3.2 

2.6 

OLR “ 
Imports 

8% 

9% 

9% 

10% 

11% 

GNP 






GELA 

13% 

13% 

12% 

9% 11.5% 

g;n;p 






Money 

Gold - 

2.6 

5.7 

7.9 

16.0 

20.0 

Money 

2.6 

2.7 

2.5 

2.7 

2.3 

GELA 

OLR 

1.0 

1.2 

1.4 

2.1 

3.5 

Gold 

GELA 

"S5Id" 

1.0 

2.1 

3.1 

5.8 

9.4 

GELA 

onr 

—* 

1.8 

2.2 

2.8 

2.8 

GNP 

Money 


2.9 

3.4 

4.0 

3.8 
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bcllion against the theory of the US 
as a custodian, 

it is no good rationalising by theory the 
imperfections and injustices of a world 
which initially itself was never a harmonic 
ordered comity. The third explanation 
offered in ‘Gold-Money Rift' is that the 
post-war monetary arrangements as viua- 
lised in Brctton Woods contained the 
seeds of the world inflation. The gold- 
exchange standard is a palpably unjust 
and unneutral mechanism. Us inequities 
in a world of unequal economic power of 
different countries came to a surface when 
the European nations struck at the credi¬ 
bility basis by holding gold reserves and 
thus not enabling an automatic recycling 
process. The world’s money supply, accor¬ 
ding to the Brctton Woods arrangements 
was made a multiple of the willingness of 
the US to incur external ‘liabilities’. The 
measure of such willingness was over the 
long-run the basis of the US money supply 
and of its strength in balance of payments. 

external liabilities 

The external liabilities of the US were the 
assets of the foreign central banks and thus 
served as double-base for monetary expan¬ 
sion. Table Ill bears this out very clearly. 
Money supply’s growth rate has been very 
close to the growth rate of GEL A. There is 
an extraordinary stability in the money to 
GELA ratio. This ratio was 2.6 in 1938, 
2.7 in 1951, 2.5 in 1961, 2.7 in 1970. But 
by 1972 it had come down to 2.3. This 
is the origin of the present crisis. For till 
recently the European countries were re¬ 
sisting the GELA standard. Now that the 
primary-product-exporting countries arc 
asserting themselves the US and the Euro¬ 
pean countries are coming together. For 
increasingly from now on an increasing 
share of reserves in the form of dollars 
etc. will be held by the primary-produ¬ 
cers, by mostly the oil-exporting countries. 
Together the west (and Japan) can trans¬ 
fer the burden of surplus dollars to tiic 
third world. The latter can hold tire 
buDy. Why not? 

Tiuu there is some chutney for the third 
world. This is the much-vaunted oil faci¬ 
lity. But the third world has not noted 
that the cake has gone. The crumbs be¬ 
long to the poor. In place of the link, the 
oil facility emerges. The major claimants 
on the SDRs will be the rich world. 

What a pity! Some years ago this writer 
pul forth a plea that countries such as India 
should either plea for the restoration of the 
gold standard and/or support the pica for 


a rise in the gold price, the profits on the 
rise being distributed to the third world. 
He termed the SDR’s as Surrogate Dollar 
Reserves . He was thinking of the Europ¬ 
ean countries as ultimate holders of these 
reserves. But he was mistaken. The bulk 
of these reserves will now be held by the 
OPEC countries. We now understand why 
the market gold price has now become res¬ 
pectable signal to the central banks. The 
SDRs are now delinked from gold. The 
developed ones will perhaps use the gold 
lor trading settlements among themselves 
and the SDRs will come home to the 
third world. 

That of course would be a Dual Standard. 
But then it has always been so. This paper 
has been written just to prod the cons¬ 
cience of the leading economists of the 
western world. Long ago Jacques RuefT 
stated that the profits arising out of the 
gold pries revision should be shared with 
the third world. The official spokesmen of 
these countries laughed at the idea of gold 
staging a come back. Now it has come back 
but kept outside the IMF. Perhaps there 
was a fear that the third world count¬ 
ries would have claimed most of the gold 
and sat on these reserves. Now there is 
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no such possibility. The barbarous relic 
must be kept away from the less developed 
countries. 

Tabic IV gives some revealing data re¬ 
garding the distribution of reserves after 
the informal arrangements for the restora¬ 
tion of the market price of gold to its due 
status in the computation of reserves. Gold 
now becomes the single most important 
reserve asset. The total of all official re¬ 
serves gets boosted tremendously. GELA 
too goes up. The less developed countries 
get their relative share of reserves reduc¬ 
ed. Obviously as the price level would go 
up by the proportionate extent of the in¬ 
crease in total reserves their absolute share 
gets reduced. The Middcl-East countries, 
the OPEC group gets a substantial relative 
and absolute reduction in their share of re¬ 
serves. (Oil price versus gold-price?) We 
should now expect two consequences. But 
then will the rich continue to allow the ex¬ 
pansion of dollars and other exchange as 
reserves. A possibility is that SDRs may 
now be permitted to be expanded. In that 
context as noted earlier the oil-exporting 
countries will be surfeit with SDRs. And 
these may be recycled. This is the opti¬ 
mistic view. Suppose along with SDRs 


Tabll IV 

Reserves (Formal plus Informal) in (he New Set-up 


What revaluing official gold to $170.4 would mean (Seplcmber/October 1974) 



Gold 
reserves 
at $42.22 

Gold 
reserves 
at $ 170.4 

Total 
reserves 
(gold at 
$42.22) 

Total 
reserves 
(gold at 
$ 170.4) 

% increase 
in total 
if gold 
revalued to 
$170.4 

World 

42.4 

169.8 

210.3 

337.7 

61 

Industrial Europe 

21.3 

85.4 

75.3 

139.4 

85 

Germany, W. 

4.9 

19.7 

32.1 

46.9 

46 

France 

4.2 

16.9 

8.9 

21.6 

142 

Italy 

3.4 

13.8 

6.9 

17.3 

150 

Switzerland 

3.5 

13.9 

7.5 

17.9 

139 

Netherlands 

2.3 

9.1 

7.0 

13.8 

98 

Belgium 

1.8 

7.1 

5.3 

10.6 

100 

UK 

0.9 

3.5 

7.5 

10.1 

35 

USA 

11.5 

46.2 

15.6 

50.5 

219 

Japan 

0.9 

3.5 

13.5 

16.1 

20 

Less Developed A reas 3.8 

Of which: 

15.0 

70.7 

81.9 

16 

Nine Mid-East Countries 1.2 

4.8 

26.2 

29.8 

14 


Source: IMF International Financial Statistics, December 1974; and Financial Times, 
Jriduy, January 10, 1975. 
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dollars keep on pouring. In that case the 
' struggle will be between SDRs and dollars. 
There is one window from headlong in¬ 
flation. That is the rising tendency of 
gold price. There would be a tendency for 
oil price to be linked to the market-ex¬ 


change rate of dollars or SDRs with gold. 
This again may lead to prolonged world 
inflation. 

Thus we are poised on the two horns of 
world inflation, whatever the course. But 


MiNTSOF VIEW 

inflation causes redistributions* not all of 
which arc welcome. There is only one 
solution of wisdom and justice. That is to 
banish both SDRs and dollars from the 
reserve status. That course would also be 
just. 


Bhilai s commendable 
— progress 


Production-wise, the Bhilai steel plant 
(BSP), which celebrated 20 years of Indo- 
Soviet economic collaboration on February 
2. may not be faring as well during the 
current financial year as it did 
two years ago. Yet considering the diffi¬ 
culties it had to encounter during the three 
months to June last, when railway opera¬ 
tions were disrupted by unrest among rail- 
waymen which culminated in the last 
May's strike by them, its overall perfor¬ 
mance this year has been commendable. 
The plant is expected to yield during the 
12 months to the end of March 2.010 mil¬ 
lion tonnes ingot sled and 1.685 million 
tonnes saleable steel — corresponding to 
nearly 81 per cent of the rated capacity 
which is 2.5 million tonnes ingots and 1.9 
million tonnes saleable products. Barring 
the three months to June last, it has, in 
fact, been working to nearly 87 per cent 
capacity. 

improved capacity 

Last month the utilization of the 
ingot-making capacity improved to even 
as much as 93 per cent. In 1972-73 as a 
whole, the installed capacity could be uti¬ 
lised to slightly more than 90 per cent. 
Compared to 1973-74, production this 
year is anticipated to be higher by 206,000 
tonnes ingots and 3,000 tonnes saleable 
steel. Had the railway strike not affected 
operations in April, May and June, the 
1972-73 performance could have been easi¬ 
ly equalled, if not excelled, this year. The 
railway strike affected the plant in two 
ways. First, although the overall supply 
of coalw as well maintained — it improved 
from 188,000 tonnes in April to 229,000 
tonnes in May and 250,000 tonnes in June 
— there was imbalance in the availability 
of different categories of coal. This ham¬ 
pered proper blending. Secondly, the slow 
movement of finished steel from the plant 
~~ partly on account of slackness in de¬ 
mand following curbs on construction acti¬ 


vity, but mainly due to transportation diffi¬ 
culties — too had its impact on produc¬ 
tion, though to a limited extent. 

Financially, the plant is expected to do 
much better tins year. Even though there 
has been nearly 25 per cent cost escalation 
since 1973, due to hitter prices of bought- 
in items such as coal and refractories, 
mounting costs of iron ore, limestone and 
dolomite from the captive mines, sizeable 
increases in the wagebill, water and electri¬ 
city charges, etc., the net profit this year 
is likely to be much better than last year 
when it was about Rs 18 crores. To some 
extent the profitability of the plant has 
been improved by the realistic upward 
revision effected towards the close of 
1973 in the sale prices of its wires and rods 
—which account for nearly 20 per cent 
of its saleable steel output. Bui the ma¬ 
jor contributory factor to increased profit¬ 
ability has been the significant reduction 
in the coke rate — from about 900 kgs. 
per tonne of steel to nearly 750 kgs. The 
profitability would have been even much 
higher had the plant not been made to 
supply rails to the railways at a loss of 
about Rs 250 per tonne. 

encouraging fact 

The more encouraging fact about the 
plant, however, is that with its equipment 
in excellent shape, personnel well trained 
and labour not showing any significant un¬ 
rest, it can — unlike the Rourkela and 
Durgapur steelworks — operate to the full 
rated capacity if adequate supplies of coal 
and refractories of the right quality can be 
ensured. For optimum coke pushing, 
the plant requires nearly 350,000 tonnes 
coking coal monthly, against which the 
supplies even last month—when the plant 
on some days operated to nearly 93 per 
cent capacity — did not exceed 300,000 
tonnes. Some imports of refractories 
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have been effected from Japan as indige¬ 
nous supplies, both quality-wise and quan¬ 
tity-wise, have not been adequate. Be¬ 
sides adequate supplies of coal and re¬ 
fractories, the full utilisation of the plant's 
capacity also requires — psychologically 
at least — coal stocks for seven days’ con¬ 
sumption. Cuncntly, they aggregate to 
about five days’ consumption and that 
too after the Bharat Coking Coal Limited 
made special efforts to push up its output 
during the fortnight ending January 14 
and the railways made available increased 
number of wagons. T he Supplies of lime¬ 
stone, dolomite and iron ore? of course, 
are no cause of concern. In fact, the pro¬ 
duction of iron ore currently from the 
captive mines of the plant far exceeds re¬ 
quirements. The surplus output has been 
offered to the other steelworks as well as 
for export. 

other measures 

Although the ensuring of adequate quan¬ 
tities of coal and refractories of the right 
quality can help in achieving full utiliza¬ 
tion of the plant’s capacity, two other mea¬ 
sures, according to the management of the 
plant, can make the task much easier. 
These are adding of two more soaking 
pits and the laying of an cplictial track in 
the blooming mill. One soaking pit 
has already been sanctioned; it is under 
construction. Sanction is awaited for the 
other soaking pit and also for the eplicti- 
cal track the detailed project report for 
which has already been prepared. An 
expeditious clearance of the two schemes 
is urgently called for as the investment 
involved — just a few crores of rupees — 
is not heavy compared to the wholesome 
results that can be obtained. 

The above, however, does not imply 
that the plant management has no head¬ 
aches. Recently, a major source of anxiety 
has developed on the water front. Due 


K ASTfeRN ECONOMIST 


FEBRUARY 21* 1975 











to severe drought during the past two 
years in the Chattisgarh reg ion of Madhya 
Pradesh where the plant is located, the 
water level in the rain-fed reservoirs, which 
supply water to the plant as well as the 
Bhilai township, has gone down to pre¬ 
cariously low levels. To fully meet the 
requirements of the Plant, water supply to 
the township has been severely curtailed 
to about four hours a day. It might be re¬ 
duced further to a couple of hours 
daily with a view to conserving water in 
case the monsoons are delayed. But if 
drought continues, the plant operations 
are bound to be affected. The plant manage¬ 
ment finds itself in this plight primarily 
due to the delayed sanctioning of the cons¬ 
truction of the Mahanadi reservoir. This 
reservoir - primarily an irrigation project 
— is expected to be completed in about two 
years. Till then water supply can be a 
cause of serious concern if the rain god 
does to smile. 

substitute coal 

With a view to overcoming the difficulties 
on the coal front, the plant has attempted 
to utilise during the last two months lower 
grades of coal from the Damoha and Kali- 
chappa mines of the Coal Mining Authori¬ 
ty in central India. Nearly 60,000 tonnes 
of this coal have been made use of. The 
trials, of course, have not been com¬ 
pletely successful. Yet they are being vigo¬ 
rously pursued in the long-term interests of 
the plant. It is felt that if this coal can be 
Washed so as to reduce its ash content from 
about 22 per cent currently to 16-17 per 
cent — which is possible - - the coal prob¬ 
lem of the plant can be solved even for the 
envisaged expansion programme. Inci¬ 
dentally, the power requirements of the 
expansion programme have been ensured 
by the state electricity board which is aug¬ 
menting its genertion capacity by 480 MW 
by 1976. Apprehensions about power sup¬ 
ply had arisen recently in view of the 
growing requirements of the Korba alu¬ 
minium complex. 

The current expansion programme of 
he plant, which envisages the raising of 
ts capacity to four million tonnes and di- 
/ersification of the product-mix to in- 
;ludc the manufacture of heavy plates re¬ 
tired for various strategic purposes, ship¬ 
building and production of high pressure 
boilers, appears to have come under cloud 
lue to financial stringency. It is sche- 
luled to be completed by 1978-79 — the 
inal year of the current five-year Plan. 
HU now about Rs 40 crores have been 
pent on its implementation. Next year’s 
equipments are estimated to be at least 


Rs 80 crores. This allocation has not been 
fihalised as yet. If adequate resources are 
not available, the programme may spill 
over to the next Plan period, even though 
SAIL sources arc confident of accomplish¬ 
ing the task according to schedule. Be¬ 
sides the manufacture of heavy plates, the 
programme envisages introduction of con¬ 
tinuous casting — for the first time in the 
ountry. The plate mill, incidentally, will be 
the largest in Asia; it Will be producing 
3600 mm wide, 5 to 40 mm thick and 4 to 
15 metres long heavy plates, initially to 
an annual capacity of 950,000 tonnes. Ulti¬ 
mately the capacity would be increased to 
1.2 million tonnes when the plant is ex¬ 
panded to 4.8 million tonnes. 

To be assisted by the Soviet Union, the 
expansion programme is now estimated 
to cost nearly Rs 1,000 crores, compared 
to the estimate of about Rs 280 crores 
when it was conceived about seven years 
ago. This is expected to affect the profit¬ 
ability of the plant a great deal. It is 
feared that unless the prices of plates are 
suitably revised by the time they start com¬ 
ing out of the expanded plant, heavy losses 
might have to be incurred. At the current 
prices of plates, the plant will be losing as 
much as Rs 168 crores per annum for 
about 25 years. 

Actually by the time the plant is expan¬ 


ded to four million tonnes capacity, it 
should be able to produce much more, 
for through an innovation permitted by 
the Soviet Union, which introduced it 
first at home, the existing blast furnaces 
can be made to yield nearly 50 per cent 
more steel within the same tapping time 
than they are doing at present. The inno¬ 
vation is the widening and deepening of 
the present blast furnaces at the two ends 
of the furnaces complex by 25 per cent 
each way so as to approximately double 
their capacity and the linking of the other 
eight blast furnaces and deepening them 
by 25per cent to increase their capacity by 
about 30 per cent. Work has already 
been taken in hand at one end of the 
complex. Oxygen lancing has also been 
introduced. The reduction in the coke 
rate to 750 Kgs. per tonne of steel has been 
brought about by this method. 

It is further encouraging to note that the 
past experience is being utilised to the full 
m designing the new iron ore mine in the 
Dailli range which will be feeding the ex¬ 
panded plant with iron ore. A number of 
modifications have been agreed to in the 
Russian detailed project report of the new 
mine, the most important among them 
being the use of auto transport, instead of 
rail transport, on the mine benches. This 
is expected to bring down mining costs 
significantly. 
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Malaysia has been described as a country 
which just happened. I myself would 
say that it is a country which is still 
happening. The process has its negative 
side as well as its positive aspect. Let 
me get done with the former first. 

Malaysia, like any other country, 
has its share of political controversies. 
There is however one issue on which 
all politicians and political parties, which 
have any sense of responsibility for the 
future of the country, are impressively 
in agreement, This is that Malaysia 
can become a confirmed fact of history 
only in terms of a multi-racial society in 
which its racial ingredients are brought 
into emotional harmony and cooperative 
political, social and economic existence. 
According to official statistics, the Malays 
constitute 44 per cent of the total popu¬ 
lation of 12 millions, the Chinese 36 per 
cent, Indo-Pakistanis nine per cent, the 


enterprising Chinese soon went into 
trade and commerce, first in symbiotic 
relation with the British-dominated fore¬ 
ign trade sector and later as an increa¬ 
singly independent constituent of the 
finance and commerce of the land. Those 
of Indian origin, by and large, remained 
wedded to work on the plantations al¬ 
though, as resident Indian communities 
grew, the native generations moved into 
retail trade, service industries and public 
employment; there was also a small 
community of Indian moneylenders who 
had first moved with the migration of 
labourers recruited for work on the 
plantations. When Malaysia came 
into existence in 1962, this was 
roughly the racial character and the 
economic structure of the federation 
(exclusive of Singapore which was then 
a member, but which seceded in 1965). 

The Malays, who had become politi- 
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indigenous tribes of Sab3.li and Sarawak cally conscious of both their grievances 
eight per cent and ‘others’ three per and their rights and privileges as the 
cent. There is no reason in theory why sons of the soil, naturally wanted to use 
these racial categories should translate their new-found political authority and 
themselves into corresponding political leverage as the largest single racial corn- 
groupings, but the fact is they do. munity to improve their material circum¬ 

stances and establish their presence in 
The explanation lies largely in the and control over the national economy 
economic structuring of the Malaysian in its various sectors. This meant pri- 
population. Historically, thanks to the marily their increasing induction into 
limitations : set by their small-peasant trade and commerce, largely at the ex- 
culture and the compulsions imposed on pense of the Chinese part of the popu- 
them by the British colonial rule, the lation and their proliferation into the 
Malays have been hewers of wood and services and public employment substan- 
drawers of water in their native land, tially at the expense of the Indian part. 
The Chinese and the Indian immigrants The founding father of the Malaysian 
originally came to work on the British federation, Tunku Abdul Rahman, who 
plantations but the industrious and was also its first prime minister, rightly, 


accepted the Malayan aspirations as I 
legitimate, but he also thought that they 1 
should be realized in such a manner that j 
emotional or political confrontations of \ 
a racial nature were avoided in the nas- j 
cent polity of his country. This inevitably j 
spelt a certain gradualism which the j 
aroused expectations of the Malays found j 
alien to their urgency. The resultant ten- j 
sions were largely responsible for the j 
racial riots of 1969 which became a \ 
turning point in Malaysian politics. j 

profound impression j 

Those riots made a profound ira- ; 
pression on the Chinese community which j 
had suffered heavily during the disturban- i 
ces. Large sections of that community ; 
realised that they had to come to terms , 
with the Malayan quest for the first ' 
place in the country's economy. These 
sections also felt that the Chinese popu- i 
lation would serve its interests best if it ; 
would throw in its political lot with the 
moderate, multi-racial politfcal philoso- ! 
phy of the Alliance government of Tunku 
Abdul Rahman. There were however 
other Chinese political groups which 
took the different view that a specific 
Chinese point of view had to be identified 
and preserved in the context of the evol¬ 
ving polity of Malaysia. In the election 
of 1969 these groups as well as certain 
Malayan parties m opposition were 
able to put up an effective show at the 
state level, especially in Penang state, 
Kelantan and Sarawak. When Tun 
Abdul Razak, who was deputy prime 
minister to Tunku Abdul Rahman, suc¬ 
ceeded to the prime ministership in 1970, 
he decided to employ his extremely prac¬ 
tical talents to building up a consensus 
party on as broad a basis as possible. 
By cleverly cultivating men that mattered, 
he had by 1973 succeeded in bringing 
most of the major opposition parties 
into the ruling Coalition and thereby 
transforming it into a nine-party plat¬ 
form centred in the United Malays* 
National Organisation (UMNO). 

This resulted in his National Front ac¬ 
quiring complete control in all the states 
as well as at the federal level. Having thus 
firmed up his political base and personal 
authority he was able to take several 
useful initiatives both in domestic eco- 
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noraic affairs and in the area of Malay¬ 
sia's external relations with her immediate 
\ neighbours as well as with China. In 
\ fact, the only considerable thorn in his 
i politcal flesh was the communist guerilla 
movement which had become endemic 
i in the area of Malaysia's border with 
\ Thailand. 

I Perhaps the most purposive pro¬ 
gramme in the Razak administration is 
\ the comprehensive strategy it has adop« 
l ted to promote Malays’ share in agricul- 
\ ture, trade, industry and the services. 

| Special land settlement schemes have 
f been devised for the particular benefit 
■ of this .constituent of the Malaysian 
population and credit institutions set up 
for rendering assistance exclusively to 
Malayan peasants and small-scale indus- 
c trialists. The country’s industrialization 
programmes have been made to empha¬ 
size particularly the participation of 
Malays in the capital structure and labour 
force of new industries, while industrial 
and commercial undertakings are required 
to employ certain percentages (up to 30 
per cent) of Malays as an obligatory re¬ 
quirement. 

sons of the soil 

A remarkable aspect of this >tate of 
affairs is that the non-Malays, by and 
large, have come, to see the justice of 
the sons of the soil, described as “bumi- 
putras*” being helped through special 
measures to promote themselves to a 
prominent position in the economy of 
the land. 

In the circumstances Tun Abdul Razak 
and his government were probably justi¬ 
fied in assuming that they had mastermin¬ 
ded an extremely delicate and potentially 
explosive process of political, economic 
and social re-structuring of the Malaysian 
community with an unexpectedly high 
degree of success. So much so, around 
the mid-months of 1974, the race riots 
of five years earlier had come to look 
like a bad dream. It was against this 
background that the prime minister opted 
for a general election in August of that 
year so that he could get his country¬ 
men's retrospective endorsement of his 
policies of the previous four years as well 
as obtain a mandate from them to admi¬ 
nister the country for another term in 
furtherance of his established policies. 
The appeal to the ballot box gave the 
ruling nine-party coalition, Barisan Na¬ 
tional (National Front), a two-thirds 
majority in the federal parliament and 
control of all the 11 states in the fede¬ 
ration. The opposition parties and in¬ 
dependents who had fielded a total of 752 
candidates for 424 seats, 107 in the fede¬ 
ral parliament and 307 in the state 
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assemblies, were reduced to a notional 
presence in the country’s legislatures. 
The main opposition', group; the Demo¬ 
cratic Action Party (DAP), won just 
nine seats in the federal legislature and 
a total of about 15 seats in the state as¬ 
semblies. The Social Justice Party 
(Pekemas) got only one seat in the federal 
parliament. Other opposition groups 
were simply eliminated. 

‘unnecessary evil* 

Election statistics, however, do not 
always tell the true story and seldom the 
whole truth of the story, curiously en¬ 
ough, within weeks of Tun Abdul Razak 
and his ruling coalition sweeping the 
polls, stalwarts in the ruling party had 
started' speculat ing whether democracy 
could not function as well if not better 
without the benefit ot opposition parties. 
The Home minister, Tan Sri Ghazaii 
Shafie, and Tunku Razaleigh, the head 
of Petronas (Oil Authority), reputedly 
the prime minister’s probable choice for 
a successor, made statements which 
suggested that Malaysia would do well 
to go in for a onc-party state. The 
Home minister in fact declared himself 
to be of the view that, in the circums¬ 
tances of Malaysia of today, a conven¬ 
tional opposition was both unnecessary 
and an evil. Naturally observers of 
Malaysian politics have been trying to 
figure out what all this could mean. 

It is no doubt true that the commu¬ 
nist threat has shown no signs of going 
away. On the contrary, militant fac¬ 
tions among the communists have lately 
been taking to talk of active armed strug¬ 
gle, partly because of internal tensions 
and dissensions in their organization. U 
is also being suspected that these extre¬ 
mists are having some success in contact¬ 
ing student activists in the cities. These 
developments, even if they are really 
more serious than they seem to be, how¬ 
ever, cannot justify the kind of kite-flying 
which the Home minister or other leaders 
in the ruling coalition seem disposed to 
treat themselves to about the next stage 
in Malaysia’s political evolution. The 
compaign against communist terrorists 
has for some time now settled down to a 
military operation pursued with varying 
degrees of intensity and equally varying 
degrees of success. There is no indication 
that the conventional opposition, as the 
Home minister has termed it, is coming 
in the way of this operation. An expla¬ 
nation for the reservations expressed in 
the ruling party circles about op* 
position parties may. therefore have to be 
sought elsewhere. 

Quite possibly, discontent among the 
Chinese is becoming a problem. Although 
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philosophically and intellectually the 
Chinese and Indian communities may 
have accepted the necessity and reason¬ 
ableness of the bumiputras receiving in¬ 
creasing preference in all sectors of the 
economy, non-Malayan individuals and 
households, actually experiencing the 
specific impact of the squeeze on their 
employment or economic opportunities, 
are naturally beginning to wonder whe¬ 
ther they are steadily being demoted to 
second-class citizenship in Malaysia’s 
vaunted multi-racial policy. So long as 
the economy is booming, the non- 
Malays may riot feel the pinch of the 
bumiputra policy too much but, in recent 
months, with growing inflation and a 
slump in strategic areas of the economy 
such as rubber and lumber and in indus¬ 
tries such as textiles and electronics, the 
non-Malays are becoming more and more 
sensitive to being discriminated against 
in business, the services and education. 

peculiar case 

The case of the Indians has its peculi¬ 
arly pathetic aspects. The bulk of them is 
of plantation workers or labourers in 
marginal employment. Many of them 
has therefore lost their jobs or livelihood 
due to recession in the plantations. They 
are however not considered eligible for 
the various relief or resettlement sche¬ 
mes which the bumiputras, similarly 
placed, could take advantage of. It is a 
matter of tremendous concern for the 
Indian population in Malaysia that the 
government’s land settlement scheme 
have completely left out Indian labourers 
thrown out of employment on the plan¬ 
tations. To make matters worse, their 
political representation in the ruling coali¬ 
tion is extremely feeble. Such political 
leaders as the community has are accused 
of having found cosy berths for them¬ 
selves in the Establishment by adopting 
a policy of "me-tooism" naked and 
unashamed. One result of this jolt to 
the confidence in their future in Malay¬ 
sia is that many Indians, who would 
have finally opted for Malaysian citizen¬ 
ship have, hesitated to do so. This of 
course places them at an even greater 
disadvantage in relation to the economic 
opportunities in their country of resi¬ 
dence. Thus the integration of the Indian 
part with the rest of the Malayasian 
community has been proceeding less fast 
and less smoothly than it might have done 
under more favourable circumstances. 

From the ruling coalition’s point of 
view, however, the really major problem 
is the developing attitudes among the 
Malays themselves. W hile the bumiputra 
policies may have been pursued vigoro¬ 
usly enough to cause uneasiness among 
non-MafayS, it does not seem tohave 
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been implemented effectively enough to 
improve the materia) conditions of the 
mass of the Malays themselves as much 
or as fast as possible. Apart from the 
fact that the Malays currently own just 
two per cent of all corporate assests in 
Malaysia, with the Chinese and the 
foreigners Owning the rest, 22 per cent 
of the Malays earn less than Ml 100 
(about Rs 350) a month, as against 2.6 
per cent of the Chinese and t.3 per cent 
of the Indians. The average income of 
the Malay household is only MS 178.7 
compared to M8 387.4 for the Chinese 
and Ml 310.4 for the Indians. These 
differences correspond to the marked 
difference in income levels between the 
rural areas, where most of the Malays 
are concentrated and the urban areas, 
where most of the Chinese and the 
Indians live. About a third of the rural 
households earn below Ml 100 a month, 
whereas less than 10 per cent of the 
urban households are similarly placed. 
Again, the average monthly income of 
rural households is less than half that 
of the uaban households amounting to 
M$ 435, 

wide gulf 

Moreover, as education spreads in the 
rural areas and more and more Malays 
go to the towns for higher education or 
jobs, they are becoming more and more 
aware of the gulf that divides the Mala¬ 
yan rich from the Malayan poor as well 
as the leeway that the Malays as a 
whole have to make in relation to the 
Chinese and, to a less extent, the Indians. 
In political terms this dissatisfaction is 
translating itself into attitudes of dis¬ 
sent or protest directed against the eli¬ 
tist nature of leadership of the ruling 
coalition. The government, consequently, 
is being criticised raqre and more for 
trying to perpetuate itself by 
ignoring the structural reforms which 
may be necessary for linking the coun¬ 
try’s general economic development with 
real and rapid improvement in the living 
conditions of the mass of the people. 

Although corruption has not become 
a major issue in Malaysian politics, the 
opposition parties did level charges of 
skullduggery against the ruling coalition 
during last year’s election. There have 
also been stray cases of politicians in 
power being accused of graft. At the 
administrative level there does seem to 
exist corruption of a substantial order 
especially in the public works depart¬ 
ment ana the government agencies deal¬ 
ing with the dispensation of incentives, 
facilities and other benefits for indus¬ 
trial entrepreneurs, Favouritism and 
nepotism are alleged in respect of ap 
po&tments in public services and the 
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domifton saying is that if one wants to, 
get a government job or employment in 
a commercial establishment, it is no 
longer enough if one is a bumiputra; 
one should also be a bumiputra with 
proper connections. 

In the latter half of December dur¬ 
ing my sojourn in Malayasia, news¬ 
papers in Kuala Lumpur were reporting 
a rather interesting case of coiruption 
on the part of a government official. 
The man involved was one Mr Kripal 
Singh, a chief engineer, who was accus¬ 
ed of wilfully failing to declare assets 
amounting to M$ 77,640 held in the 
name of his wife and their seven child¬ 
ren, There is an anti-corruption agency 
called the National Bureau of Investiga¬ 
tions but the general belief is that it 
does no more than toy with the tip of 
the Iceberg. If the ostentatious living of 
the men in power or privileged positions 
in Malaysian society or business com¬ 
munity is any indication, there are cer¬ 
tainly quite a few Malaysians whose 
material conditions seem to have impro¬ 
ved very much more rapidly than that 
of the general run of bumiputras. Even 
on a Sunday Kuala Lumpur's main tho¬ 
roughfares are crowded with luxury 
automobiles although during week-days 
the office-going middle-class has to make 
do with a conspicuously inadequate pub¬ 
lic transport. In this respect as in many 
others Malaysia’s capital and India’s 
seem to be sisters under the skin. 

puritan approach 

Since the Malays are Muslims and 
they form only slightly less than half the 
total population, the country and even 
the government do have a certain Islamic 
character. This means a considerable 
element of puritanism in the mores of 
private conduct or public behaviour, 
often buttressed or reinforced by the 
laws of the land. This situation has contri¬ 
buted in a measure to making the public 
particularly the reform-minded sections 
of the younger generation, sensitive to 
the issue of purity, integrity and auste¬ 
rity in public life. There is in fact a 
demand that the leadership of the ruling 
party should demonstrably return to 
accepted Islamic values. At the same 
time the puritan approach has also made 
for a certain spirit of intolerance which 
could and does embarrass or even cause 
serious harm to non-Muslim communi¬ 
ties. For instance, it is a legal offence 
for a non-Malay male to cohabit with a 
Malay woman outside marriage and 
the man is therefore required to con¬ 
vert himself to the Muslim faith and 
marry his Malay mistress. There is one 
notorious case of Indian prominent 
in Malaysian politics; whose wife com¬ 


mitted suicide at the second attempt ] 
because her husband chose to accept 1 
the legal consequences of having treated 
himself to a liaison with a Malay. Whether 
the religious overtones of Malaysian poli- j 
tics or law have anything to do with the j 
fairly significant clement of authoritariai- : 
nism in Malaysian politics is a question i 
which perhaps merits scrutiny. In any j 
case it is quite true that authoritarianism i 
exists, although under an umbrella of j 
professed good intentions. For example, ] 
discussion of racial relations is taboo \ 
for political parties in the election cam-. ‘ 
paign. The press, whether government- ! 
owned or other, is regularly under close i 
supervision and news or views are sacred 
only to the extent that they are sanctified 
by approval, whether avowed or implicit, 
of the powers-that-be. 

stresses and strains 

It is of course true that stresses and 
strains are natural to any society which 
is in a state of flux and Malyasia is 
nothing if it is not dynamic in econo¬ 
mic, social and political terms. Never¬ 
theless, tensions have a way of breaking 
out into the open in unexpected forms 
or places and on unexpected occasions. 
At the beginning of October , last the 
Johore state government had a taste of 
this experience. It ordered the evacuation 
of about 130 landless urban Malay fami¬ 
lies which had squatted cm about 100 
acres of public land at the place about 
three miles from the state capital of 
Johore Bahru. It obviously did not rea¬ 
lize what it was letting itself in for. The 
demolition of the shacks and the use of 
riot police to push out the squat¬ 
ters signalled a protest agitation by 
the students of the university of Malaya, 
in the course of which some student 
leaders were arrested. This was in a way 
the curtain-raiser to a more serious out¬ 
burst of student unrest in December 
which very nearly bought on a head-on 
collision between the government in Kuala 
Lumpur and student activists in many 
parts of the country. 

On December 3, a police force ip the 
capital city was confronted by a militant 
gathering of about 2,000 students on the 
grounds of the Selangor Club. There 
were allegations of the police having been 
attacked. In any case the latter used 
tear-gas to disperse the crowd and by 
the end of the day more than a thousand 
students were taken into custody. On 
December 4> matters took a graver turn 
and the police opened fire oil student 
crowds on the campuses of the Nation¬ 
al university and the University of 
Malaya to prevent students from march¬ 
ing on parliament For the next fifteen 
days or sd student communities in Kuala 
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I unpur. Ipoh and Peaaang were 
iycotting classes, taking to the streets 
id otherwise staging anti-government 
monstrations. The anthorities however 
;re able to bring the situation gradual- 
under control through the judicious 
ercise of a mixture of means including 
rce, guile and blandishment. The fact 
at a number of examinations became 
le in the third week of December greatly 
lpcd since by that time the student 
mmunity was split along a number of 
ICS. 

iteraal differences 

St f The agitation had been spearheaded 
:[ jiby the Malaysian youth council which 
§ soon found itself torn by internal diffe- 
! rxences. Again, the leadership of the 
!; I council seemed to have some reservations 
1 about the Chinese student leaders whom, 
jl it suspected, of being half-hearted. Simui- 
jftaneously ministers and the government 
jg propaganda machinery began to charge 
||the student-leaders of the Chinese lan- 
f guage society with having been indoctri- 
Tnated by communist influences. Foreign 
I students on the campus, especially those 
from Australia* New Zealand aud Britain, 
If. were also accused of spreading radical 
| notions. Anyhow by the end of the third 
| week of December peace of sorts seemed 
I to have returned to the compuscs. 

| Although the confrontation between 
the government and the students on this 
| occasion was happily short-lived, this 
particular agitation had deep and perhaps 
\) far-reaching economic and political signi- 
f ficance. The precipitating factor was the 
presentment felt by the student commu¬ 
nity over the economic crisis in which 
| the countryside and particularly the 
& smallholders were finding themselves. 

I Given crashing rubber prices and rising 
rice prices these vulnerable sections of 
Malaysian society were clearly in deep 
t trouble. Although the authorities dis- 
l missed reports of starvation deaths as 
l ‘impossible”, it was true enough that the 
l government’s relief measures were tardy, 
^inadequate and altogether unimaginative. 

; Moreover, the fact that thousands of 
K villagers could be overtaken by such a 
v serious spelt of deprivation alter at least 
'two successive years of economic expan¬ 
sion and export prosperity was widely 
^interpreted as suggesting that something 
f had gone wrong with the way in which the 
ruling party thought fit to guide the econo¬ 
mic course of the country. The recent gene¬ 
ral election which had vested the coalition 
* in power with an oppressive monopoly of 
^authority over the destinies of the nation 
J was regarded as an indication that the 
: forces of dissent or protest would neces¬ 
sarily have to appeal to the people over 
;the head of the government. For us in 
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this country the analogy with Indian 
politics is too obvious to be missed. 

Let me not however be misunderstood. 
When all is said and done the fact 
remains that Malaysia has the most set¬ 
tled and about the least authoritarian 
political system among its neighbours in 
southeast Asia. At the same time, neither 
this political stability nor this relative 
liberalism can be taken for granted under 
all circumstances. The federation's vision 
of building an integrated multi-racial 
community is still in the process of being 
realized. Its avowed goabof ridding 
itself of mass poverty, which is a legacy 
of colonial rule, is still some distance 
away, even in terras of substantially im¬ 
proving the Jot of the sons of the soil. 
Finally, in its attempt to reconcile the 
demands of parliamentary democracy to 
the requirements of rapid economic de¬ 
velopment, Malaysia’s ruling coalition 
lias not always been able to resist the 
temptation of the easier option of the 
politics of contrived consensus.' In this 
sense, then, Malaysia remains a country, 
which is still happening, rather than a 
country which has already happened. 

economic development 

In another and far more reassuring 
sense too Malaysia is a country which is 
busily happening; this is in the field of 
economic development. Almost from its 
inception thirteen years ago the federa¬ 
tion of Malaysia has been pursuing the 
business of economic development 
through all the means at its disposal. In 
a way this was far seeing Tunku Abdul 
Rahman's response to the communist 
subversion and insurrection which was a 
potent menace in the early years of the 
state. Side by side with the use of mili¬ 
tary force against armed communist 
bands, the Malaysian government has 
tried to woo and win over a poverty- 
stricken people by holding out to them 
prospects of material progress through 
the constructive exploitation and deve¬ 
lopment of the country’s human and 
material resources. 

The current five-year plan, which 
covers the period 1971-75, is the 
second in the series. It aims at an 
annual average growth rate of 6.8 per 
cent in Gross Domestic product [GDP] 
at constant prices to which agriculture is 
to contribute at the rate of 8.3 per cent. 
In terms of current prices Malaysia’s 
GDP is expected to grow at 6.5 per cent 
to which manufacturing is expected to 
contribute 12.5 . per cent, commerce 5.3 
per cent and construction" 9,4 per cent. 
Exports are to grow at 5.2 per opt per 
year at current prices and it is estimated 
that employment will expand through the 
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plan period at 3,2 pet cent pier annum. 
Public development expenditure under the 
plan was originally prescribed at M$ 7 ; 2$ 
billion and the figure was revised subse¬ 
quently to M$ 9.35 billion in the light of 
the progress actually registered by the 
economy in the earlier years of the plan* 
The year 1973 was a particularly good 
year because of the exceptional perform 
mancc of the export sector which helped 
to accelerate the rate of real growth of 
the economy to eight per cent in that year 
as compared to 5.5 per cent in 1972. 

The production of rubber reached 1.5 
million tonnes, which was 14 per cent 
more than the output in 1972. Palm oil 
output went up by 18 per cent in 1973 
over 1972 and the felling of saw logs by 
13 per cent in peninsular Malaysia and 
17 percent in Sabah and Sarawak, while 
the growth in sawn timber output increas¬ 
ed overall by 11 per cent. In the mineral 
and mining sector, production of tin and 
iron ore persisted in its downward trend 
but the petroleum economy continued to 
grow, with crude oil production rising by 
4.5 per cent in 1973 to 95,000 barrels per 
day. In agriculture, the main food crop, 
rice, was up by eight per cent in 1973 with 
the result that domestic output could 
take care of 90 per cent of the country’s 
requirements. In industry, output went 
up by 25 per cent in 1973, thereby ac¬ 
counting for nearly 17 per cent of the 
GDP as compared with just over 15 per 
cent in 1972. The leading contributors 
to this upward trend in manufacturing 
were vehicle assembly, wood processing, 
palm oil and kernel refining and rubber 
processing. The construction industry 
supported a high level of activity with 
output rising by 26 per cent. 

export sector 

A spectacular performer was the 
export sector, where there was a 40 per 
cent increase in 1973 after a decline by an 
average rate of 2 i per cent in 1971 and 
1972. This improvement was due to in¬ 
creases in the volume, as well as higher 
prices. For instance, exports of rubber, 
which accounted for 30 per cent of the 
total export earnings, increased by 16 
per cent in volume and 51 per cent in 
price. Timber, displacing tin as the 
second largest source of foreign exchange 
in 1973, showed increases in exports to 
the extent of 40 per cent by volume and 
115 per cent by value. The exports sec¬ 
tor was also strengthened considerably 
by the steady emergence of Malaysia as 
the principal source of palm oil for 
world markets. Palm oil exports went up 
by 17 percent in volume and 28 per cent 
in value in 1973 over 1972, accounting for 
nearly two-thirds of the world trade in 
this commodity and ranking fifth among 
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Malaysia's foreign exchange earners. 
Finally, the value of manufactured ex¬ 
perts was higher by 46 per cent, with 
wood products, textiles, clothing, foot¬ 
wear, machinery and transport equipment 
and electronics ranking among the larger 
contributors. Consequently, although 
imports had also gone up by 20 per cent 
in 1973 on account of food and beverages 
including sugar and rice, chemicals 
including fertilizers, and machinery re¬ 
quired for the rising level of industrializa¬ 
tion, Malaysia could boast of an improv¬ 
ident in foreign exchange reserves which, 
at the end of 1973, were equivalent to 
nearly seven months’ imports. 

over-optimistic estimate 

Against this background of dynamism 
and development in the national economy, 
Malaysia was naturally disposed to 
look forward confidently to 1974 in 
spile of the turmoil into which the 
economies of many countries had been 
thrown by the oil crisis, which had 
r>uddenly surfaced in the dosing months 
of 1973, As a matter of fact, oil could 
not be much of a worry to Malaysia 
hincc its crude oil production is in ex¬ 
cess of domestic c msumption. It is true 
tint Malaysia does import crude from 
the Persian Gulf countries but these 
imports are of lower grades, while its 
own crude, thanks to its low sulphur con¬ 
tent, is largely exported at premium 
prices. Makinc his budget statement in 
December 1973, the Finance minister 
hopefully forecast a rate of growth of 
: about seven per cent in real terms in 
1973. He expected the export boom to 
be maintained well into 1974 with a 
further increase in volume, and while 
he allowed that the prices of commodi¬ 
ties of significance in Malaysia’s export 
trade might ease from the very high 
levels registered in the second half of 
1973, this retreat in prices would not be 
significant and that, at the worst, Malay¬ 
sia’s export earnings might dip by 3.5 
per cent only in value. 

It was however on the issue of infla¬ 
tion that the Finance minister was most 
optimistic. Consumer prices had risen 
by 10 per cent in 1973 as against 3.2 
per cent in 1972. Given the long period 
of relative price stability spread over 
two decades which Malaysia had earlier 
enjoyed, these inflationary pressures 
were treated as an aberration arising out 
of‘imported’ inflation. It was pointed 
out then that import prices had risen 
by 12 per cent in 1972 and by a further 
14 percent in 1973, From this it was 
argued that, since there was likely to 
be some general decline in prices in 
international trade in 1974, the element 
of imported inflation in Malaysia’s eco- 
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nomy might correspondingly diminish. 
Most of these assumptions and estimates, 
however, have turned out to be over- 
optimistic. 

In the first place, the plantation sector 
was thrown out of gear by the slump 
in the prices of raw rubber which occurred 
in the course of 1974 and since Malaysia 
is not only the world’s largest producer 
of natural rubber but is also dependent 
on export earnings from this commodity 
for the economic viability and financial 
solvency of much of its countryside, it 
received some of the worst impact of 
the crisis in the world’s natural rubber 
market. After twelve years of stag¬ 
nation, the price of rubber finally freed 
itself and soared upward to reach a 
peak of 277 cents‘Malaysian’ for R.S.S.l. 
(high grade rubber) in June 1973, U 
subsequently mrved down to an average 
level of about 200 cents before again 
flaring up this time in the wake of the 
Arab-Israeli war and the coup in Thai¬ 
land—:o*an average price of nearly 203 
cents in October. 1973. An all-time 
peak was reached on December 28, when 
the price of S.S.R.I. moved to 263 cents 
per kg The price of rubber continued to 
rise in January and February. 1974. 
thereby seeming to justify the Finance 
minister's assessment that the price of 
natural rubber was bound to hold up 
since the increase in oil prices would 
encourage a switch from synthetic rubber. 
However, this proved to be wishful thin¬ 
king in the course of 1974, with natural 
rubber prices coming down to as Idw a 
figure as 97 cents by November. 

regional approach 

This has necessarily made the 
government to bestir itself to do 
something to safeguard the economic 
interests of the country in a vital area 
of its highly important export sector. 
In the course of December 1974 the 
Malaysian government was busy canvas¬ 
sing the support of Indonesia and Thai¬ 
land for a plan of regional cooperation 
in stabilizing the price of natural rubber 
in world markets. The Malaysian scheme 
envisages the cutting down of production 
by about 10 per cent and the creation 
of a buffer stock with an initial outlay 
of M$ 500 million (US 5220 million) to be 
contributed by the three rubber-growing 
countries in the region, viz, Malaysia, 
Indonesia and Thailand. Initial reactions 
from Indonesia and Thailand have been 
favourable although the Indonesian view 
on a production cut was that the concept 
needed to be carefully examined. More 
immediately the Malaysian government 
has moved to provide some relief to its 
rubber-growers. 

The Rubber Research Institute started 
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buying rubber from small-holders in 
Perah from the beginning of December. 

It claimed that the response was tre, 
mendous and it is true enough that the 
government has succeeded in improving 
appreciably the prices received by smals 
holders for their rubber. Neverthelesi 
so long as there is a world recession and 
a slump in international demand for 
natural rubber, both the Malaysian 
economy generally and the economic 
circumstances of the small-holders, de¬ 
pending for their livelihood on the sale 
of and earnings from latex, are bound 
to be under strain. Moreover, so far 
as small-holders are concerned, the 
chronic disadvantage they suffer in deal¬ 
ing with middlemen needs to be dealt 
with through the rc-structuring of mar. 
keting arrangements on lines more- 
radical than the government seems pre¬ 
pared for at the moment. 

slump in timber 

To the GDP estimated at MS 9.58 
billions for the year 1974, rubber is ex¬ 
pected to have contributed about 30 per 
cent. The next big source is timber 
of which Malaysia is a leading exporter 
although neighbouring Indonesia is the 
biggest A«ean source for hard wood for 
world markets. Timber is estimated to 
have contributed 13 per ennt to the 
Malaysian GDP in 1974. There was a 
sharp slump in saw logs and sawn timber 
in international trade last y£ar. Japan, 
a majoi buyer, severely cut down its 
offtake. South Korea and Taiwan, which 
import limber for processing into ply¬ 
wood for export to the United States, 
have also become indifferent buyers 
since the US demand for plywood has 
contracted. The decline in construction 
activity in many countries of the world, 
notably the United States, Japan and 
Britain, has had a direct adverse impact 
on the timber economies of those Asean 
countries which derive substantial foreign 
exchange earning from the export of saw 
logs or sawn timber. As a result, a large 
number of saw mills have gone out of 
business in Malayasia and this has par¬ 
ticularly hit hard Chinese businessmen 
and traders who are prominent in this 
industry. But for the fact that the 
world price of and the international de¬ 
mand for palm oil have been holding well 
Malaysia’s primary economy and its 
countryside would have suffered even 
more than it has done from the reecssio 
nary trends in world economy. 

In the manufacturing sector .too there 
are pockets of depression and unemploy¬ 
ment. Electronics, which has been a 
flesty growth industry, has lately deve¬ 
loped a bearish outlook partly because 
of a decline in domestic demand. More 
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severely hit is the textile industry. Cotton 
yarn and fibre producers <Averc the first 
to experience the effects of i $ recession. 
This was in the early months of 1974. 
Subsequently garment manufacturers 
started reporting a setback in demand. 
As the year progressed, textile companies 
began curtailing production with many 
of them limiting themselves to a three-dav 
week. Faced with a buyers’ market both 
at home and abroad, Malaysian firms in 
this industry have found themselves in a 
weak position vis-a-vis foreign-owned 
companies, which are larger in size, better 
equipped and more efficiently market- 
oriented. The situation has been com¬ 
plicated by the influx of Japanese and 
Hong Kong textile manufacturers into the 
Malaysian textile industry during the 
last few years. For some time now the 
Malaysian government has been under 
pressure to curb imports and counter 
dumping of textiles into Malaysia by east 
Asian exporters and it has already had to 
make concessions to this demand. 

double-digit inflation 

The picture then is that although the 
Malaysian economy has had an enviable 
record over a period of years of building 
up domestic prosperity as well as a strong 
export sector, it has not been in any 
way immune from the cold winds of 
world recession. There is unemployment 
and extensive under-employment in the 
primary sector and in the countryside, 
while localized depression has developed 
in some areas of the manufacturing 
sector. This in itself must cause a certain 
amount of economic distress and social str¬ 
ess. In addition, Malaysia has also moved 
into double digit inflation and for a coun¬ 
try which has known relative price stability 
for quite a long period of years, this 
kind of pressure must be extremely diffi¬ 
cult to accommodate o r adjust to. Official 
estimates have conceded that inflation is 
running at an annual rate of about 18 
per cent. The price level had peaked in 
March 1974 and since than it has been 
officially claimed that there has been some 
easing. Nevertheless, many non-official 
observers believe that the rate of inflation 
had accelerated in the dosing quarter of 
1974 when food prices were more than 
24 per cent, higher than what they were 
a year earlier. This is in spite of the 
fact that Malayasia produces 90 per cent 
of its own requirements of rice and that 
domestic rice prices compare favourably 
with world prices for the commodity. 

The immediate outlook for the Malay¬ 
sian economy would be largely determined 
by world price trends for raw rubber 
and timber. Unless there is some reco¬ 
very in these areas, a good part of the 
country's rural sector will continue to be 


in poor shape. This would make infla¬ 
tion even more of a social and economic 
problem than it need to be. It is how¬ 
ever possible that the rate of inflation 
itself may be brought down through a 
better balance between money supply and 
aggregate demand. A good deal of the 
liquidity of the Malaysian economy has 
come from the high level of private in¬ 
vestment activity. It is possible that this 
activity may slacken to some extent partly 
because of the world recession, and the 
view many business forecasters take of 
the capacity of Malaysias domestic eco¬ 
nomy to raise its consumption standards 
in the near future. 

livestock breeding 

On the more positive side there is the 
determination of the government to in¬ 
crease food production and there is talk 
of the country becoming self-sufficient 
in rice. Efforts are also afoot to raise the 
sights of the country’s beef industry. As 
it is, local cattle is of poor quality and 
much of the livestock is uneconomic, 
whether for dairy purposes or for the 
production of meat. The central stra¬ 
tegy of livestock development has been 
laid down as the upgrading of local cattle 
through the introduction of strains of 
foreign and exotic breeds by artificial in¬ 
semination. A recent report by French 
livestock experts has recommended the 
Charolais breed for beef and the Hols¬ 
tein and Brown Swiss breeds for milk. It 
is estimated that the country would need 
about 58 million pounds of beef in 1985, 
a requirement which would call for an 
increase of 26 million pounds over the 
present output. 

It is interesting to note that Malay¬ 
sian agriculture is to a very considerable 
extent quality agriculture in the sense 
that the use of fertilizers, improved varie¬ 
ties of seed and intensive farming techni¬ 
ques are widespead even among small¬ 
holders. There is also a certain amount 
of mechanisation of agricultural opera¬ 
tions involving the use not merely of the 
simpler types of modern agricultural 
implements but also heavy farm machi¬ 
nery and equipment. This speaks well 
of the attention which the country’s eco¬ 
nomic development strategy has been pay¬ 
ing to the technical side of modernizing 
agriculture. Where Malaysian agriculture 
is weak is in its structural and econo¬ 
mic aspects. It has already been mentioned 
that the owners of small rubber holdings 
do not get a fair deal trom middle¬ 
man or the marketing system. This is 
a difficulty which Malaysia's primary pro¬ 
ducers as a class seemjlo share. Again, 
there are far too many uneconomic hold¬ 
ings while tenancy legislation, as in our 
country, has much to answer for in the 


matter of honest or efficient implemen¬ 
tation. 

It should not be difficult to identify 
the growth sectors in Malaysia’s imme¬ 
diate economic future. Petroleum and 
petroleum products are estimated to have 
contributed MS 940 million or roughly 10 
per cent of the total to that country’s 
GDP in 1974. It is believed that the con¬ 
tribution of this sector would rise to 
1.5 billion in the next 12 months and to 
M$ 2.5 billion in another two years. This 
should more than make up for any dec¬ 
line in foreign exchange earnings due to 
adverse international trends in markets 
for such primary commodities as rubber or 
timber. Even in the primary sector 
Malaysia’s palm oil economy is strong 
and dynamic. It may be assumed that 
world demand for vegetable oils and fats 
is likely to remain at a fairly high level and 
that Malaysia will continue to reap the re¬ 
ward of its prudent and intelligent policy 
of diversifying its plantation economy by 
promoting the cultivation of palm oil 
vigorously as it has been doing in recent 
years. 

manufacturing sector I 

In the manufacturing sector the advance ! 
of petroleum exploration and exploitation 1 
may be expected to spawn a whole series ; 
of feeder, auxiliary and processing indus¬ 
tries. It is inevitable that Malaysia would 
seek to refine more of its crude oil or 
utilize more and more of the refinery pro¬ 
ducts for building up petrochemical indus- . 
tries. It would be equally natural for this 
country, as its petroleum industry deve¬ 
lops, to seek to manufacture the tools and 
equipment which the complex of petro¬ 
leum-based industries would need. 

The manufacture of rubber products 
which has already made considerable 
headway, may also be expected to be 
promoted further. Here Malaysia’s Rubber 
Research Institute may have an impor¬ 
tant Tole to play. It has already made a 
valuable contribution to the country’s 
rubber economy by the work it has done 
to combat malpractices in the trading 
system based on the grading of ribbed, 
smoked sheet (RSS). It has developed the 
quality consistent standard Malaysian 
rubber (SMR) and thereby helped export 
earnings to improve through higher unit 
prices for quality-guaranteed higher grade 
rubber. The institute is continuously 
engaged in the investigation of local pro¬ 
cessing potential and the development of 
compound rubber blends. It would be 
reasonable to assume that the government 
would encourage the growth of more and 
more rubber product industries, possibly 
on a small-or-medium scale, predomi¬ 
nantly under Malaysian, if not Malayan, 
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ownership atidt management. This ap¬ 
proach may also be followed in regard to 
such industries as could be based on local 
primary products or raw materials. Indeed 
a significant part of the next stage in 
Malaysia’s industrial evolution could be 
the emergence of agro-industries or indus¬ 
tries utilizing forestry products. 

sound balance of payments 

Although Malaysia’s rich and produc¬ 
tive plantation economy has enabled it to 
build a sound balance of payments posi¬ 
tion as well as develop a strong and 
stable currency, its economic policy¬ 
makers have from the beginning realized 
and emphasized the significant contribu¬ 
tion which foreign private capital and 
investment could make to the industriali¬ 
zation and other socio-economic objectives 
of the development strategy. It has been 
clearly seen that a post-colonial economy 
needs industrial capital as well as entre¬ 
preneurial and technical skills for moving 
into the industrial culture and industrial 
age of the later twentieth century. Conse¬ 
quently the government’s policy for en¬ 
couraging foreign investments is bold and 
imaginative. 

The core of this policy is the range of 
liberal fiscal incentives offered from J956 
onwards. This policy was embodied in a 
highly developed form in the Investment 
Incentives Act of 1968. Under this Act, 
firms eligible for “pioneer industries’* 
status are entitled to lax relief from com¬ 
pany and development tax for periods 
between two and five years according to 
the size of the investmeent. An additional 
year of tax relief is granted for the ful¬ 
filment of each of the following 
conditions: if the company operates in 
a development area; if it produces a 
priority product, i.e. for export or contri¬ 
buting to the development of the econo¬ 
my; and if the company employs a speci¬ 
fied proportion of local labour. 
Companies, not qualifying for pioneer 
status, may deduct from their taxable 
income a sum of not less than 25 
per cent of capital expenditure incurred 
on factory, plant and machinery. In 
addition, a deduction of five per cent is 
allowed in their case for the fulfilment of 
each of the special conditions mentioned 
in respect of pioneer industries. There 
are also fiscal concessions for exports and 
for labour-intensive industries. Exemp¬ 
tion from import duties is granted for ma¬ 
chinery and in some cases for raw ma¬ 
terials considered essential to the manufac¬ 
turing process. Where a company pro¬ 
duces solely for export, 100 per cent for¬ 
eign ownership is permitted. Otherwise, 
pioneer companies must offer at least 51 
per cent of their equity capital for local 


participation. All other companies must 
offer at least 50 per cent of their equity 
capital for local participation but, in their 
case, at ths minimum level no incentives 
are given. 

Under the second plan the Malaysian 
government expects the private sector to* 
invest some US $ 2,400 million and, given 
the interest shown by investors and entre¬ 
preneurs from countries such as the United 
States, West Germiny, Japan and the UK 
in the earlier years, it is confident of 
foreign investments contributing their 
share to ths fulfilment of this goal. Al¬ 
ready foreign capital and management, 
jointly with local partners, is well-estab¬ 
lished in the petroleum, tyre and other 
rubber processing, machinery, light en¬ 
gineering, chemical, electronics and tex¬ 
tile industries. Although quite a few of 
these joint ventures, particularly those 
sponsored by b»g firms or corporations in 
the United States or Japan, have been 
“screw driver'’ installations in the sense 
that they are mire assembly plants, the 
trend has been towards the progressive 
introduction of mmufacturing activities. 
Incidentally, in contrast to Thailand and 
Indonesia, Malaysian industrialization has 
tended to be broadbased and has included 
not only the production of consu¬ 
mer goods but also a wide range of inter¬ 
mediate manufactures. 

joint ventures 

Indian firms have shown some interest 
in setting up joint ventures in Malaysia. 
As a matter of fact, they are participating 
in m >re such enterprises in Malaysia than 
in any other country in the world. These 
collaborations cover a variety of industrial 
products including textiles, steel furniture, 
glass bottles, precision tools, confection¬ 
ery, electric motors, pumps and diesel en¬ 
gines, steel foundry, vanaspati and soap, 
sugar and cosm;tics and pharmaceuticals. 
The performance or fortunes of these joint 
ventures have been varying in quality, 
whether with regard to the efficient im¬ 
plementation of projects, commissioning 
of plant and machinery, establishing a 
presence in markets at home or abroad or 
earning a reasonable return on invest¬ 
ments. These ventures have also had 
their ups and downs in accordance with 
the changing circumstances of the domes¬ 
tic economic environment or of the coun¬ 
try's export sector in relation to trends in 
international trade. Almost ail of them 
have had their teething troubles and while 
some of them have got over them reason¬ 
ably fast, others have taken more time for 
their quest for viability. There have na¬ 
turally been some bright performers on 
this scene but there are also grey areas. 

Broadly speaking* however, it cannot 
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be claimed that these joint ventures as ] 
a whole have fulfilled the expectations j 
entertained of them either in India or i 
Malaysia. [ spent some of my time in ] 
Malaysia trying to figure out why this ; 
was so. One of the points made in those j 
banking or financial circles, taking a j 
friendly interest in these ventures, was ■ 
that there had been poor financial plan* j 
ning and that the Indian collaborators had i 
frequently tended to underestimate both j 
capital costs and requirements of work- ! 
ing funds. I was also told that not enough { 
interest or care was always shown in the J 
choice of local partners and that very often 
weak or indifferent parties were recruited. » 
It was pointed out too that in a number j 
of cases not enough home-work was done ! 
and that some firms were found manu- ■ 
lacturing and trying to market products j 
for which a demand could not be easily ] 
cultivated in the country. At the same time 
it was admitted that, although some of ! 
the managements of lhe.se joint ventures } 
had not been of the highest quality, many j 
of them had tried hard, and often success- I 
fully, to nuke up for deficiencies in plan- ! 
ning and learn their lessons on the job. i 

To my very considerable satisfaction 1 ) 
found some of the Indian managements I ] 
spoke to quite responsive to these criti- ' 
cisms or complaints,. Their case however : 
seems to be that, from the start to the 1 
finish, they have had to suffer under ( 
serious limitations not all of which have 
been of their making. For instance, the ; 
Indian government’s policy Jias been to 
limit Indian equity participation to the ! 
value of the plant and machinery initially 
exported from India for the project. 
This has naturally cribbed the scope the 
sponsors of these ventures have for sound 
and flexible financial planning. Again, the ; 
Reserve Bank has been so strict and 
grudging in its allocation of foreign ex¬ 
change for Indian entrepreneurs visiting : 
Malaysia for the purpose of prospecting, 
discussions or finalization of projects that 
it has often been not possible to identify 
or attract sound and viable local parties. 

lack of selectivity 

An even more serious difficulty has 
been created by the lack of selectivity 
on the part of the concerned ministries of. 
the Indian government when sponsoring or 
otherwise recommending projects or pros¬ 
pective Indian entrepreneurs. I was told 
that so many Indian businessmen visiting 
Kuala Lumpur and claiming to be 
interested in joint ventures were so obvio¬ 
usly incapable of delivering the goods that 
neither the Malaysian government nor 
prospective Malaysian collaborators could 
take them seriously. It was emphasized 
that this situation had to be compared 
with other situations in which Japanese 
and US or other western business teams 
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I were able to descend on Kuala Lumpur 
| with whole teams of financial, manage* 
| rial and technical experts arid keep talk¬ 
ing until proposals were properly vetted 
jSor contracts signed, sealed and delivered, 

I also came across the anxious enquiry 
jjwhether the government of India really 
gattached sufficient importance to the joint 
|venture approach. It was told to me that 
Isome senior government officials visiting 
JKuala Lumpur had given the impression 
fthat the government of India really did 
Snot set much store by joint ventures since 
jjin its view, they have not so far 
jjbeen bringing much benefit to the 
|Indian economy in the form of foreign 
^exchange 'remittances. There is no reason 
Jto suppose that there is misinter¬ 
pretation or misrepresentation here of 
[khe views expressed on behalf of our go- 
gvernment, in which case it is high time 
|New Delhi had done some re-thinking. In 
jSrecent months the concept of joint ven- 
Sturcs in oil-exporting countries has be- 
jeome highly fashionable and at least 
r||against this new background, the govern- 
ijment of India should make up its mind 
^whether it is going to be a party to an 
^aggressive promotion of joint ventures 
^abroad including countries other than 
lilhose of the Persian Gulf. Once the basic 
Indecision is taken and this decision is in fa- 
T |Wour of the joint venture approach going 
from strength to strength, it should not be 
^difficult to work out a package of govern- 
^ment policies or measures which could 
^create as favourale a climate for existing 
joint ventures or for the start of new ones. 

St 

|i three desiderata 

V, 

't ■! Three desiderata may at once be stated. 
|;The first is that the government of India 
Ijshould take a policy decision in favour 
|jof permitting some flexibility to the Indian 
Ijcntrcprcneur in initially determining or 
^subsequently expanding his equity base in 
‘ijthe joint venture. Secondly, the govern- 
|;ment should also be prepared to provide 
^facilities to the Indian entrepreneur for 
praising working funds for the joint venture. 
,|[rhis could mean the Indian partner being 
.fjallowed to offer his assets in India as secu¬ 
rity for the loans he may raise abroad for 
||the joint venture. Finally, the Reserve 
||Bunk should reconcile itself to sanctioning 
^adequate foreign exchange for Indian 
parties to be able to spend sufficient time 
jSabroad scouting for sound local partners 
$or send teams adequate in personnel to 
discuss projects in depth with foreign go- 
|yernments or parties and finalize deals on 
/jfthc spot. 

a; 

: |i Although Malaysia is likely to continue 
fto welcome foreign capital and invest- 
vt nent for some time to come, it cannot be 
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taken for granted that it will continue to 
follow an open-door policy indefinitely. On 
the contrary, some pressure is already buil¬ 
ding up within that country against indis¬ 
criminate encouragement of foreign invest¬ 
ments. For instance, during the recent stu¬ 
dent agitation, cries were raised in opposi¬ 
tion to what was alleged to be excessive 
repatriation of profits by foreign enter¬ 
prises operating in Malaysia. Again, the 
depression in the textile industry has served 
to turn the spotlight on the disadvantage 
suffered by ihe smaller Malaysian firms vis- 
a-vis the more resourceful foreign underta¬ 
kings operating in the country. It would 
therefore be reasonable to expect that, 
sooner or later, the Malaysian government 
may find it desirable or necessary to resort 
to a higher degree of regulation of foreign 
investments in accordance with the priori¬ 
ties of the Malaysian economy or its de¬ 
velopment goals, 

foreign capital 

It seems to me that, in the future, joint 
ventures, especially with parties from 
countries such as India, would be favoured 
or encouraged in areas where medium scale 
industries are based on local raw materials 
especially originating in agriculture or 
forestry. Malaysia may also be interested 
in seeking the participation of foreign ca¬ 
pital and technology for industries manu¬ 
facturing intermediate products, which 
could be exported for further processing 
by manufacturers in other countries who 
have the facilities for serving world mar¬ 
kets with the finished products. Here 
Japan is probably in an advantageous 
position for benefiting from such opportu¬ 
nities. 

Another promising growth area 
for foreign investments in Malaysia would 
be petroleum-based industries. Here again 
Japan is likely to take the lead, but the 
United States and Germany may also show 
substantial interest. Recently a delegation 
went from Malaysia to the Persian Gulf 
countries to explore possibilities of in¬ 
dustrial and trade cooperation. It has 
been reported that, while those countries 
did not show much interest in participating 
in joint industrial ventures in Malaysia, 
since they considered that the Malaysian 
market was not large enough for major 
investments, they were more forthcoming 
about the cultivation of trade ties. 

Given the relatively high growth rate 
of the Malaysian economy in its primary 
as well as industrial sectors, this country 
is bound to increase in importance in inter¬ 
national trade. Already Malaysia is 
placed in the intermediate category of de¬ 
veloping countries. Once the exploita¬ 
tion of its oil potential gets into full swing, 


this country is bound to gain further in 
relative ranking. Meanwhile it is alrady 
in an enviable position with regard to its 
infrastructure facilities. Transport and 
communications are good. Power and 
water development are making satisfac* 
tory progress and the banking structure 
is expanding and diversifying. In fact 
one of the more encouraging recent de¬ 
velopments in the Malaysian economy is 
the progress made in the banking sector, 
which has geared itself to meet not only 
the more sophisticated needs of the growing 
industrial sector but also the basic and 
complex needs of rural credit and small, 
scale industry financing. 

Incidentally, Indian banks in Malaysia 
which had played a historic role in the 
development of the plantation economy 
of that country, have assumed new in¬ 
carnation for continuing the good work. 
Because of the Malaysian legal prohibi¬ 
tion on the functioning of foreign 
state-owned banks on Malaysian soil, 
branches of Indian nationalized banks in 
Malaysia have incorporated themselves 
into a joint venture in banking under the 
nomenclature of United Asian Bank Ber- 
had. This is now truly Malavsian insti¬ 
tution wedded to Malaysian needs and it 
has been able to progress along with other 
major Malaysian credit institutions. While 
it is no doubt true that Singapore 
and Hong Kong occupy special positions 
in southeast or east Asian economy as 
international financial centres, it must be 
said to the credit of the Malaysian bank¬ 
ing system that it is fast coming up to 
scratch in serving the complex require¬ 
ments of Malaysia's multi-dimensional 
economy. 

significant asset 

In the progress of a country natural re¬ 
sources are no doubt important. Sound 
government policies, again, are clearly a 
significant asset. Basically, however, 
what matters is the right orientation 
of people’s attitudes. Malaysia's people, 
irrespective of differences in racial origin 
or background, are hard-working and per¬ 
formance-inclined. A good example is 
the Malaysian Airlines System. It is 
possible that Thai International has more 
elegance or that Singapore Airlines more 
elan, but for the sheer comfort and re¬ 
assurance of its extremely natural effici¬ 
ency, Malaysia's airlines is hard to beat. 
No wonder it is a profit-making business 
—as Singapore Airlines and Thai Inter¬ 
national also are — among the few airlines 
in the rest of the world now paying their 
way, Malaysia knows what it is about and 
writes it across the skies for all the world 
to see. 

{Concluded) 
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Trends in 1973-74 

The Soviet economy managed to get over 
the 1972 growth crisis in a remarkably 
short time. The targets for 1973, drawn up 
rather cautiously, were exceeded in all im¬ 
portant sectors; the expansion rate of the 
economy as a whole, measured by the in¬ 
crease in net material product, nearly 
doubled on the previous year, increasing 
from four to seven per cent. 

The favourable trend in 1973 was to 
some extent determined by the record per¬ 
formance of agriculture, helped by good 
wcathei: the grain harvest jumped from 
168 million tons to 223 million tons, thanks 
to a considerable increase in yields (1972: 
14.0 dz. per hectare; 1973: 17.6 dz per 
hectare, 1 dz-ICO kilograms). Other crops, 
like potatoes (+38 per cent) and vege¬ 
tables (+23 per cent), also produced highei 
yields than ever before. But output in 
slock farming increased only modestly 
since feedstuff's were scarce before the new 
harvest. 

Productivity in other sectors also rose 
fastei than in 1972, largely thanks to a 
broadly successful investment policy. 

Investment was concentrated more than 
picviously on the completion of plant al- 
icady started, so that the increase in new 
capacity (from replacement and new in¬ 
vestment) was twice (+8 per cent) that of 
gross investment in fixed assets; in earlier 
years it was usually the other way round. 
As laid down in the plan, the so-called 
consumption fund (private and public 
consumption) expanded faster (+8 per¬ 
cent) than the overall “accumulation” 
throughout the economy (net investment 
m fixed assets, investment in stocks, 
government reserves), which increased by 
about six per cent. 

Foreign trade turnover (export plus im¬ 
ports) rose twice as fast as in 1972, though 
higher prices were partly responsible. 
Prices of exports, to the west in particu¬ 
lar, have risen considerably. In nominal 
terms the USSR enjoyed an export sur¬ 
plus, against a deficit in 1972. But after 
eliminating price increases over 1972, the 
deficit persisted in 1973. 

The 1974 economic plan was intended to 
bring the USSR back into the growth 
path originally envisgaed for the five-year 
planning period 1971-75. On the basis 
°f the sparse figures availale for the first 
half at the time of writing, it looks as 
though this target may have been reached. 


Gross output and productivity in manu¬ 
facturing increased faster than planned. 
The food industry achieved the fastest 
growth in output (+10 per cent) of recent 
years (plan 1974: +7.6 percent), so that 
output of consumer goods probably lose 
faster than that oT producer goods, as 
planned. Farmers expected a good grain 
harvest, somewhere between the plan tar¬ 
get of 206.5 million tons and the 1973 
record. 

On the expenditure side, once again 
more new investment financed from the 
government fund was started (+9 per 
cent) than finished (+4 per cent). In the 
first half of 1973 this ratio was 6 to 13 per 
cent. The retail trade taigct was not rea¬ 
ched. As al the same time private incomes 
expanded strongly, private savings in¬ 
creased by a third. 

In the eighteen months up to Septem¬ 
ber last, the economy progressed in a way 
that even by world standards is remark¬ 
able. However, economic growth in the 
past three years has fallen behind the five- 
year plan target. Even at this stage it seems 
certain that this backlog cannot be caught 
up with by the end of 1975. But economic 
progress in the USSR should not be mea¬ 
sured just by this yardstick. Soviet plan¬ 
ners are no more able than any others to 
foresee economic pi ogress five years in 
advance. Rather, the five-year plan is a 
guiding framework for structural policy 
that forms the basis for short-term plann¬ 
ing and which in turn is affected by such 
planning. Medium-term economic plann¬ 
ing must react to unexpected short-term de¬ 
velopments, particularly if the economic 
costs (foregoing growth alternatives) of 
keeping to the original structural target 
become too high. Soviet economic policy 
reacted to 1971-72 production problems by 
cutting back on the overall economic 
growth rate planned for 1971-75: in addi¬ 
tion, the plan targets for foreign trade, 
originally fixed cautiously, were raised by a 
large margin. 

II 

Insufficienct “Technical 
Progress” 

“Technical progress”, i.e., the third fac¬ 
tor of production other than capital and 
labour, was to exert a decisive influence on 
growth in 1971-75, but in fad this most im¬ 
portant target has not been reached; the 
rise in productivity lagged behind the five- 
year plan. This was mainly because: 

L Investment planning continues to 


USSR 

Jossleyn Hennessy 

suffer from the defects criticised for years 
(too many projects tackled at once, lack 
of coordination with capacities in the 
building industry, failure to keep to dead 
lines and costings). M.ore attention is given 
to expanding production plant than to 
modernising existing assets (replacement of 
obsolete plant). 

U. Government employment policy 
has not succeeded in steering the 
use of labour rationally, although 
the continuing shortage of labour 
was makingthis increasingly urgent. Many 
plants continue to hoard excessive reserves 
of labour and to find labour for new plants 
and new industrial areas r, difficult. Nor 
has the plan to achieve a higher capacity 
utilisation by increasing the number of 
shifts been pm into practice. 

product quality 

III. The speed at which new products 
and/or new production methods are intro¬ 
duced remains unsatisfactory. This trend 
is inherent in any non-market economy and 
reflects the generally inadequate efficiency 
of a planned economy. At the moment the 
USSR government committee £or the sup¬ 
ply of materials administers centrally more 
than 12.CCG products! Most plants not 
only have their input determined centrally 
but sales of their output as well. Thus 
producers have no incentive to look for 
ways and means to improve product qua¬ 
lity and to introduce technical innovations. 

IV. Productivity increases are also limi¬ 
ted by bottlenecks in the economic struc¬ 
ture resulting from the one-sided emphasis 
on heavy industry in the past. 

The Sov iet leaders try to step up pro¬ 
ductivity by falling back on appeals to the 
Soviet population’s will to work. A reso¬ 
lution by the Communist Party's central 
commiltee, the Council of Ministers, the 
unions and the Komosol launched the 
“socialist competition for the early fulfil¬ 
ment of the 1974 plan” and intro¬ 
duced the order of ‘‘activist of the 9th 
five-year planning period”. There are cons¬ 
tant appeals to the worker's sense of res¬ 
ponsibly, socialist enterprise, efficiency, 
initiative and discipline. For example, as 
Mr Brezhnev has said: “All this concerns 
the moral, the spiritual sphere of social life 
and cannot be captured in a plan or in the 
statistics”. This propaganda campaign 
reminds one of Harold Wilson’s desperate 
appeals to British workers to observe the 
so-called Social Contract, but the big diffe- 
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rence is that Soviet workers have not the 
liberty to strike. 

ill 

Rising Living Standards 

An increase in the population’s standard 
of living is the second major task for the 
current five-year plan. The phased rise in 
the minimum wage to 70 roubles a month, 
gradually introduced—region-by-region,— 
was to have been completed throughout 
the USSR in 1974. The repayment of the 
compulsory government loan for workers 
and salaried employees, dating from 1947 
to 1956, was also due to start at the end 
of 1974, Services to the population are 
again expjetd to rise faster (-{-6 per cent). 

Private living standards have risen re¬ 
markably si ice 1970. At the same time clear 
signs of disequilibrium between supply 
and demand have emerged: saturation and 
overproduction in some markets, frequent 
or permanent bottlenecks and supply 
deficiencies in others. This shows up in 
the reports on growing stocks of unsale¬ 
able goods (textiles, shoes), in the stagna¬ 
tion or fall in turnover of certain products 
(washing machines, cameras) and queues 
which are still part of daily life (potatoes, 
vegetables, fruit) and the existence of long 
waiting lists (cars). The large increases in 
savings too, which as a rule grow much 
faster than retail trade turnover, largely 
arise because people do not find enough, 
or what they want, to buy with their 
surplus cash. 

With constantly rising incomes, an in¬ 
creasing supply of goods and services and 
slowly rising free consumer choice, it is 
becoming increasingly urgent for the Soviet 
planners to match the supply of consumer 
goods to consumer demand. This causes 
headaches to officials whose planning ex¬ 
perience has been gained in planning pro¬ 
duction by obedient industrialists and 
large-scale agriculturalists and who have 
hitherto been able to ignore or despise the 
interests, needs and the whims (why not?) 
of mere consumers. 

IV 

Trends in Foreign Trade 

The USSR’s foreign trade turnover (ex¬ 
ports plus imports) in 1973 rose to 31,300 
million transfer loubies. Its growth rate 
(4-24 per cent) was by far the highest 
orthe past 14 years. In contrast to 1972, 
the increase was mainly due to the expan¬ 
sion of exports so that the USSR 
notched up an export surplus of about 
TRb 300 million compared with 
a deficit of TRb 1,600 million in 1971. 
This trend continued in 1974. According 
to the available statistics from 
the partner countries in east and 
and west — which in 1972 covered more 
than half of Soviet trade — Soviet exports 


in the first half of the year seem to have in¬ 
creased by 40 per cent white imports went 
up by only eight per cent* On this show¬ 
ing the trade surplus in 1974 might rise 
to TRb 1,400,000,000, on an expected 
t urnover of TRb 1,380,000,000. 

Some notable changes have taken place 
in the country distribution of Soviet fo¬ 
reign trade. With the OECD countries it 
increased well above average, particularly 
with the USA — because of the large rise 
ingrain imports and with West Germany. 
However, in 1974 the USA were expected 
to lose their dominant position among 
the USSR’s western trading partners, 
because US deliveries to the USSR were 
falling (first quarters: — 48 percent). 
By ontrast, West German exports to the 
USSR in the first half increased by 44 per 
cent, imports, from the USSR by as much 
as 100 per cent. 

Soviet grain imports in 1973, at 23.9 
million tons worth TRb 1,110,000,000, 
reached record level (imp.orts in 1966-70 
averaged 2.8 million tons; 1971: 3.3 mil¬ 
lion tons; 1972: 15.5 million tons). Main 
suppliers were the USA (15-4 million tons), 
Canada (4.2), France (1.4) and Australia 
(0.8). The USSR again exported grain in 
1973 to fulfil its obligations to Czechoslo- 
vakiafin mil. tonnes).(l.l),thc GDR (L.0), 
Poland (1.0) and Cuba (0.5). 

drop in food imports 

Thanks to the good harvests of 1973 and 
1974, the USSR was able to cancel a large 
part of its order to the US\, so that grain 
imports in 1974 were expected to drop 
drastically and the trade with the west 
benefit accordingly. 

Soviet foreign trade statistics show that 
the volume of b3th experts and imports in 
1973 rose by 14 per cent. This means that 
expert prices have risen by niie per cent 
and import prices by two per cent. Price 
increases in the USSR’s Comecon trade 
were small (exports: +2 per cent; imports: 
+1 per cent), since the bulk of intra-block 
trade is done at contract prices usualy 
constant for five years. By contrast, prices 
of exports to the west jumped 21 percent, 
white prices of imports from the west were 
up only three per cent. As a result, the 
terms of trade with the west improved 
by 17 per cent: the USSR was thus able 
to reduce its trade deficit with the 
western industrial countries by nearly 
TRb 1,150 million although the volume 
of imports from the west (+29 per cent) 
increased faster than that of experts to the 
west (+25 per cent). Prices of the princi¬ 
pal S oviet goods exported to the west — in 
1973 fuels, ores and metals made up more 
than a third of total exports — continued 
to rise in 1974 so that the balance of trade 
and payments with OECD countries will 
once again improve. 

Oil prices are a good example of the 


variations in price changes between indivi¬ 
dual segments of the market: export 
prices (average values) for deliveries of oil 
and oil products to western industrial 
countries were raised by 47 percent; the 
nine EEC countries on average had to pay 
as much as 130 pjr cent more. The varia¬ 
tions in the increases depend on the time 
of delivery (before or after October, 1<?73). 
In trade with the Comecon countries the 
price of S >viet oil has gone up by only four 
percent, as laid down in the price agree¬ 
ments for 1971-75. However, the other 
Comecon countries are likely to have to pay 
higher prices for Soviet oil in the 1976-80 
plan, if not before. 

rise In foreign trade 

The USSR's involvement in foreign trade 
increased further in 1973, the expert ratio 
(experts as a percentage of GNP) rose to 
an c it i mated seven per cent (1972: 6 per 
cent). On top of this, in recent times as 
much as 15 p:r cent of S >viet manufac¬ 
turing's spending on machinery and equip¬ 
ment was on imports. These figures point 
to the increasing importance of foreign 
trade in the USSR's economic growth. 
It is increasingly being advocated in 
the USSR that foreign trade should not 
be considered pdmarily as a means for 
meeting international obligations. It is 
argued that foreign trade relations have 
bjen more than a secondary factor in eco¬ 
nomic growth for some time now. 

Demands are bring made for an all-out 
eff >rt towards more exp art-oriented indus¬ 
trialisation. This Would require the deve¬ 
lopment of a competitive export industry 
and a reform of the foreign trade system, 
and also means that the USSR would 
become more dependent on imports. The 
progress of the next five-year plan 1976- 
89 will show whether, and to what extent, 
the S Jviet government has decided to ins¬ 
truct its planners to learn the techniques 
of competitive supply end demand in inter¬ 
nationally traded goods. They might do 
Worse than have copy of the latest edition 
of Benham and Paish's Introduction 
To Economics , published by Isaac Pitman, 
London, translated into Russian for them. 
They will find the six chapters on the theory 
and practice of international trade dfficult 
for planners to grasp at first, but wholly 
enthralling once they get the hang of it, 
and many of the earlier chapters Will show 
them how better to meet consumer demand 
on their domestic markets. 

Sources and acknowledgements: The fo¬ 
regoing summarises a report in the latest 
Economic Bulletin published by the Deuts¬ 
ches Institut fur Wirtschaftsforschung (5 
Koeingen Luise Str., Berlin 33), but the 
DIW is not responsible for the emphasis 
of my summary, still less for my intersper¬ 
sed comments based on a variety of sour¬ 
ces. 
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Problems of industrial housing 
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The Employers’ Federation of India has 
been bringing out very informative mono¬ 
graphs on various aspects of the problem 
of industrial development in India. The 
monograph. Survey of Industrial Housing, 
which happens to be the eighteenth one, 
deals with the very pressing problem of 
industrial housing in the country. 

Among the problems created by 
modern industrialisation, the problem of 
housing for industrial workers is of great 
social and economic significance. Indeed 
it may be said that the problem has been 
at the root of much of the discontent 
and social unrest that has accompanied 
industrial development in India, especial¬ 
ly after the second World War. 

The importance of housing as a factor 
for improving and maintaining the effi¬ 
ciency of workers by way of psychologi¬ 
cal satisfaction from their work cannot be 
overstressed* 

state assistance 

It is gratifying that in general 
employers in India have shown both a 
keen awareness and initiative in tackling 
the problem of industrial housing almost 
since the beginning of industrialisation in 
the country. It may be noted that till 
about the end of the second World War, 
the industry tried to tackle the problem 
with its own resources. It is only after 
the war that its efforts received a boost 
on account of the state assistance under 
the various housing schemes. It may 
however be said that on the whole the 
efforts of the Indian employers in the 
sphere of industrial housing have been 
purely voluntary and their efforts 


have continued to grow even after 
the national policy pronouncements, the 
judicial awards of the Supreme Court and 
the ILO recommendations on workers 
housing positively affairmed that em¬ 
ployers are not responsible for the pro¬ 
vision of housing for their workers. All 
the above pronouncements have recognis¬ 
ed that the giganatic problem of industrial 
workers’ housing is a crucial part of a 
wider problem of the general shortage 
of housing all over ihe country and that 
the effective solution of the problem can 
be found only by tackling the problem 
by the public authorities as an integral 
part of the overall programme of the 
economic development of the country. 

housing colonies 

Despite this, the monograph shows 
that the employers in India have sought 
to improve housing facilities for their 
workers directly by constructing houses 
with their own funds or with the assis¬ 
tance of the state under the subsidised 
industrial housing scheme and indirectly 
by providing housing assistance, conces¬ 
sional loans and assistance in kind to 
enable employees to build their own 
houses. Generally employers in mo- 
fussil areas have sought to provide 
housing to a large proportion of their 
employees by constructing tenements or 
assisting other local agencies to build 
houses for them. It is a well-known fact 
that some large concerns such as TELCO 
and Kirloskars have set up even huge 
housing colonies or townships well equip¬ 
ped with modern facilities. Unfortuna¬ 
tely in recent years the scarcity of suit¬ 
able lands and their high prices in urban 
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of industries especially in urban areas to | 
construct tenements for their workers on f 
a requisite scale. The consequence has ;! 
been that at present in most cases the | 
efforts of employers at most of the urban \ 
centres are getting confined mainly to | 
provision of financial assistance to em- $ 
ployecs in the form of rent allowance or :) 
housing allowance or subsidy wherever I 
possible. ( j 

i 

unremunerative investment ) 

It is found that several managements 
have taken assistance under the govern- i 
ment housing schemes to build tenements ij 
for workers; but the usefulness of such 
government assistance programmes has 
been on the whole extremely limited as i 
such assistance is not adequate to meet ; 
the cost of land and other construction ; 
and also because of the scarcity of land 
and other construction materials, high 
incidence of fiscal levies, regulation of ) 
tenancies under the rent control acts and 
the difficulties experienced by employers ? 
in providing the necessary guarantees. 

It is not surprising that due to the above 
and other reasons, the employers find 
investment in housing, which yields by 
way of return only about two per cent, 
highly unremunerative. And yet it must 
be admitted that employers have played 
a notable role in providing housing 
facilities to their workers as a wel¬ 
fare measure. It is misleading to judge 
the employers’contribution in this field 
only in terms of the proportion of employe¬ 
es benefitting from company housing be¬ 
cause all the employees are not houseless 
and as a very large proportion of them 
resides in their own or generally rented 
houses built by private landlords or pub¬ 
lic authorities. 

It should be recognised that in the 
final analysis the progress of industrial 
housing is inextricably linked with the 
growth and expansion of industries, sup¬ 
ply of construction materials, extent of 
resources allocated by public authorities 
and above all the general improvement 
in the earnings of the working class It 
may therefore be rightly said' that’ the 
progress of industrial housing is a part 
of the general problem of economic deve¬ 
lopment of the country. This implies 
that the problem of industrial housing 
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cannot be successfully tackled in isola¬ 
tion. 

The problem of industrial housing and 
in fact of housing in general has become 
critical not only in urban but also in 
most of the mofusil areas in the country. 
And, as in several other spheres, here also 
the government's approach from the 
beginning has been characterised by lack 
of awareness of the dimensions of the 
problem, belated and half-hearted efforts 
to tackle the problem when forced by 
circumstances and shifting the responsi¬ 
bility on to some one else in the face of 
threatened crisis. 

This monograph based partly on 
published material and partly on ad hoc 
survey will he found extremely useful in 
at least providing an outline of the sub¬ 
ject of industrial housing as it stands at 
present. 

District Planning 

Our attempts at planned economic 
development through five-year plans since 
1951 have brought certain deficiencies in 
our strategies of planning and in the 
planning process to the fore. U has now 
been realised that cconom c growth decs 
not diffuse automatically to all the regions 
which means that the strategy of econo¬ 
mic planning will have to tackle the pro- 
lcms of backward regions and districts on 
a special footing. If micro level planning is 
not done at the local level, it is now reali¬ 
sed that not only such regions and districts 
will fail to catch up with the rest of the 
country but ultimately may prove a drag 
on the economic progress of the country. 
It is realised that unless planning is done 
from below, the whole planning process 
may be vitiated and planning exercise 
may get reduced to a ritual of target fix¬ 
ing by a bureaucracy divorced from the 
people. The new strategy on which there 
seems to be agreement in India is that 
there should be village plans, block plans 
and district plans and these plans 
should as far as possible be dovetailed 
in the state and national plans after 
properly integrating them. It is also 
agreed that such plans should be based 
on the available local resources and on 
the active consent and participation of 
the people concerned. It is only then 
that the potentialities of various resources 
available at the local love) can be fully 
harnessed. It should be clear that in 
labour surplus, capital scarce, predomi¬ 
nantly agricultural country, the growth 
strategy must aim at fuller utilisation of 
the surplus manpower in agriculture and 
allied activities and in small and house¬ 
hold industries. Though certain basic 
industries should be developed simul¬ 
taneously in the large sector, it should be 


realised that by themselves such industries 
can neither absorb the rising labour 
force nor correct regional imbalances. 
Therefore more intensive utilisation of 
the labour force within the agricultural 
sector and in allied activities together 
with growth of rural industries should 
form the strategy in the initial stages of 
development in India, 

This is the stratagey which Dr. Kripa 
Shankar has insisted upon in General 
Potentialities of Sultanpur — A Study in 
District Planning as a result of his absor¬ 
bing study of Sultanpur. 

Sultanpur is one of the relatively 
backward districts of eastern Uttar 
Pradesh. In that district about 84 
per cent of the population is dependent 
on agriculture, agricultural labourers 
forming as high as 32 per cent of the 
working force as against 19 per cent for 
the state of Uttar Pradesh as a whole. 
The average size of an agricultural hold¬ 
ing is about 0.77 hectares and the net 
cultivated land per capita about 
0.18 hectares. The net irrigated area is 
only about one-third of the net area 
sown. 

In Sultanpur district during 1964-65 
to 1971-72 when new agricultural tech¬ 
nology was generally introduced, wheat 
production alone registered a steady in¬ 
crease from 47,819 tonnes in 1964-65 to 
80,797 tonnes in 1971-72, rice showing 
moderate increase, while the production 
of other cereals either declined or stag¬ 
nated. We also notice that production 
of sugar declined, so did that of sann- 
hemp, while that of oilseeds stagnated. 
The consequence has been that the food- 
grains production has been rising only 
at an annual rate of three per cent. This is 
a very unsatisfactory position considering 
that 80 per cent of the caloric intake is 
accounted for by foodgrains 

irrigation facilities 

The author has emphasised that no 
programme of agricultural rejuvenation 
can succeed unless water supply is assured. 
He therefore has emphasised that the 
state should undertake in the district the 
installation of more tube-wells and cons¬ 
truction of canals and the cultivators 
should be encouraged to have their own 
sources of irrigation because the new 
agricultural technology requires timely 
and frequent watering of fields. The 
commercial banks should be made to 
finance agricultural programmes in a big 
way, both directly and indirectly. The 
author has specially Smpasised that the 
small farmer who has remained outride 
the vortex of new agricultural technology 
should be given a subsidy of at least 50 


per cent for construction and boring of 
masonary wells. Also while all efforts 
are being made to tap underground water 
sources, equal emphasis should be laid on 
exploiting surface water resources as this 
step will not only protect the diistrict 
from the ravages of floods but will 
serve as a great boon during drought 
years. 

The author has emphasised the role of 
power in the growth process. The per 
capita consumption of electricity in 
Sultanpur district happens to be only 
2 kwt. as against 58 kwt in the state and 
90 kwt in India. Since power generation 
cannot be planned district-wise, the 
author has recommeuded that diesel sets 
should be provided to small cultivators 
at subsidised rates. The Rural Electri¬ 
fication and Agricultural Finance Corpo¬ 
ration should play a more effective role in 
this field. 

cropping pattern 

There is need to modify suitably the 
cropping pattern. Inferior cereals have 
been occupying a considerably larger pro¬ 
portion of the area and the author has 
recommended that some commercial crops 
such as soybean, sunflower, groundnut and 
cotton should be popularised as they are 
sure to bring more prolit to cultivators 
Also more area in the district can be 
brought under sugarcane, if a suger mill 
is started in the district. 

In the district, on an average, a village 
has about eight hectares of cultivable waste 
and 10 hectares of barren and uncultiv- 
ablc land. The author has recommended 
that since soil conservation measures are 
particularly required on cither side of the 
river Gomti, a tree plantation programme 
should be undertaken in a vigorous way, 
both as a means of soil conservation and 
for fuel supply. 

Animal husbandry has a very impor¬ 
tant place in the economy of the district, 
especially from the point of view of small 
farmers with less than 2.5 hectares of land. 
Artificial insemination, veternary facilities 
. and more liberal loans to agriculturists 
and cooperative dairy societies are some 
of measures advocated to foster dairy 
development in the district. Also there 
is great scope for poultry farming as also 
pig, goat and sheep rearing which 
should be encouraged through improved 
breeding and liberal finance, wherever 
necessary. Similarly a village pond deve¬ 
lopment scheme should be launched and 
funds be provided for the purpose. Fis¬ 
heries can easily be developed in such 
ponds and tanks. 

As regards, industry, the author has 
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recommended the establishment of at 
least two sugar mills and two cotton spin¬ 
ning mills as also the revival of handloom 
industry to bring about diversification of 
the village economy. A rural industries 
corporation should be established and it 
should encourage local entrepreneurs 
with financial assistance. 

The government should also take spe¬ 
cial steps to develop transport facilities 
which are at present meagre. The govern¬ 
ment should also provide more func¬ 
tional education. The medical facilities 
in the district arc awfully lacking there 
being only two hospitals and 33 hospital 
beds per lakh of population. The author’s 
suggestion in this regard is worth consi¬ 
deration by all the states. He rightly 
holds the view that the present system 
of medical education is urban-oriented 
and it is futile to expect that qualified 
private medical practitioners will settle in 
villages. And therefore he wants that 
un unconventional system of providing 
medical facilities to the rural poor must 
be evolved. India should evolve a system 
of “bare footed doctors” as the Chinese 
have successfully done. 

Since the weaker section of the rural 
population cannot be shifted to urban areas 
or even to industries in the near future, 
the author has recommended a ceiling of 
five hectares of land holdings and redistri¬ 
bution of land among the weaker sections 
in the district. He wants that the resour¬ 
ces of newly created Rural Development 
Fund should be particularly utilised to 
finance productive schemes of the weaker 
sections such as the development of agri¬ 
culture, animal husbandry, poultry, pig¬ 
gery. fishiaries, household industries and 
construction activities. Nationalised 
banks should come forward in a big way 
to assist this section of the village com¬ 
munity. 

There is no doubt that Dr Kxipa 
Shankar’s absorbing study has very im¬ 
portant implications for the future stra- 
tegy of planning in India which still seems 
to be based on the old strategy adopted 
since 1956. In order that planning may 
become meaningful for the people, they 
must be intimately involved in the plann¬ 
ing process and plan implementation and 
above all in sharing the benefits of plann¬ 
ed development. The author has shown 
the way, though certainly not for the 
first time, how planning process can be 
made “a lively affair for the people,” 

Marginal Farmers 

It is now generally agreed that the 
economic position of two important sec¬ 
tions of the rural poor, viz, marginal far¬ 
mers and landless agricultural labourers 
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has positively deteriorated vis-a-vis 
medium and large farmers since the com¬ 
mencement of planning in India. This 
has naturally resulted in widening income 
disparities in the rural sector. In order to 
counteract these trends in the rural areas, 
the government has initiated schemes 
such as the Marginal Farmers and Agri- 
cutural Labourers Development Program¬ 
me (MFAL) aimed at improving the em¬ 
ployment opportunities and levels of in¬ 
come by providing the two classes with 
necessary credit for making a more inten¬ 
sive use of their land and also to under¬ 
take subsidiary economic activities and 
creating employment opportunities 
through public works within the frame¬ 
work of local planning. 

Considering the importance of the 
subject, Shri Rum Centre for Industrial 
Relations and Human Resources set out 
to study the impact of assistance received 
by the beneficiaries under the Marginal 
Farmers and Agricultural Labourers Deve¬ 
lopment (MFAL) Programme on the in¬ 
come, employment, expenditure pattern 
and debt position of the poorer rural 
sections of the people in Mathura district 
in Uttar Pradesh. Development of Mar¬ 
ginal Formers and Agricultural Labourers 
contains the findings and suggestions based 
on the study. 

infrastructure facility 

It is found that the MFAL 
Development Programme was esta¬ 
blished with a view to building up 
suitable infrastructure for providing ade¬ 
quate facilities to marginal farmers and 
landless agricultural labourers who arc 
not in a position to offer security in terms 
of tangible assets and cannot get requi¬ 
red credit from cooperative societies 
which happen to be dominated by big 
farmers belonging to higher castes. 
MFAL Development Programme has 
been designed to extend credit 
facilities exclusively to marginal farmers 
and landless agricultural labourers to 
make them economically viable and to 
improve their socio-economic position. 

It was found that the ownership of 
not more than 2 5 acres as the criterion 
for eligibility for participation in MFAL 
assistance programme has undoubtedly 
reduced the possibility of bigger farmers 
monopolising the assistance. But it was 
found that in Mathura district nearly 42 
percent of cultivators clutivated more 
than 2.5 acres of land which means the 
real effectiveness of the MFAL scheme 
was restricted to only 58 per cent of the 
rural households cultivating 2.5 acres or 
less. 

It was found that nearly one-third of 
non-beneficiary marginal farmers were 
not even aware of the existence of the 
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MFAL agency. This is a serious reflect 
tion on the effectiveness of the exten¬ 
sion activities of the MFAL, Further* 
a large number of beneficiaries viewed 
the attitude of village level workers and 
veterinary doctors as non-cooperative dr 
indifferent. Such a situation highlights 
the need for improving the existing situ¬ 
ation in this field. It is however gratifying 
that a majority of beneficiaries reported 
a net increase in their household income 
due to MFAL assistance, although the 
increase was not found to be commensu¬ 
rate with their expectations. The MFAL 
assistaece has also brought about, accord¬ 
ing to this study, significant changes in the 
occupational structure of beneficiary 
households. 

significant improvement 

The additional income generated 
through MFAL assistance has posi¬ 
tively affected the level and pattern of 
expenditure of beneficiaries. Their per 
household and per capita total as well 
as consumer expenditures are found to be 
significantly higher as compared with pre- 
assistance period. The figures of per 
household and per capita expenditure on 
food and non-food items incurred by 
beneficiary marginal farmers are signifi¬ 
cantly higher than those of uon-bcnefici- 
ury marginal farmers. All in all the 
incidence of poverty is observed to be 
much less in the case of beneficiaries 
than non-beneficiary marginal Tarmcrs. 

While MFAL agency has brought 
about significant improvement in the 
living standards of beneficiary marginal 
farmers, the auther however feels that 
“the effectiveness of the scheme can be fm- 
ther increased if necessary precautionary 
measures are taken at the stages of finali¬ 
sing the programme contents, their ad¬ 
ministration and implementation.” The 
author has made the following suggestion 
for improving the effectiveness of the 
MFAL scheme. 

The first suggestion that has been 
made by the author is that more care 
should be taken in selecting the would- 
be beneficiaries. This is because while 
selecting marginal farmers (i.e. those with 
2.5 acres or less land) whether such far¬ 
mers cultivated in addition leased land 
or not was not taken into account. 
The author wants that since the criterion 
of 2.5 acres or less is satisfactory, the 
above type of cultivators should be omit¬ 
ted from consideration of help under 
MFAL programme. 

Another very important recommenda¬ 
tion is that since the MFAL scheme ap¬ 
pears to have omitted from Consideration 
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cannot be successfully tackled in isola¬ 
tion. 

The problem of industrial housing and 
in fact of housing in general has become 
critical not only in urban but also in 
most of the mofusil areas in the country. 
And, as in several other spheres, here also 
the government’s approach from the 
beginning has been characterised by lack 
of awareness of the dimensions of the 
problem, belated and half hearted efforts 
to tackle the problem when forced by 
circumstances and shifting the responsi¬ 
bility on to some one else in the face of 
threatened crisis. 

This monograph based partly on 
published material and partly on ad hoc 
survey will be found extremely useful in 
at least providing an outline of the sub¬ 
ject of industrial housing as it stands at 
present. 

District Planning 

Our attempts at planned economic 
development through five-year plans since 
1951 have brought certain deficiencies in 
our strategies of planning and in the 
planning process to the fore. U has now 
been realised that econom y growth does 
not diffuse automatically to all tne regions 
which means that the strategy of econo¬ 
mic planning will have to tackle the pro- 
Icms of backward regions and districts on 
a special footing. If micro level planning is 
not done at the local level, h is now reali¬ 
sed that not only such regions and districts 
will fail to catch up with the rest of the 
country but ultimately may prove a drag 
on the economic progress of the country. 
It is realised that unless planning is done 
from below, the whole planning process 
may be vitiated and planning exercise 
may get reduced to a ritual of target fix¬ 
ing by a bureaucracy divorced from the 
people. The new strategy on which there 
seems to be agreement in India is that 
there should be village plans, block plans 
and district plans and these plans 
should as far as possible be dovetailed 
in the state and national plans after 
properly integrating them. It is also 
agreed that such plans should be based 
on the available local resources and on 
the active consent and participation of 
the people concerned. It is only then 
that the potentialities of various resources 
available at the local level can be fully 
harnessed. It should be clear that in 
labour surplus, capital scarce, predomi¬ 
nantly agricultural country, the growth 
strategy must aim at fuller utilisation of 
the surplus manpower in agriculture and 
allied activities and in small and house¬ 
hold industries Though certain basic 
industries should be developed simul¬ 
taneously in the large sector, it should be 


realised that by themselves such industries 
can neither absorb the rising labour 
force nor correct regional imbalances. 
Therefore more intensive utilisation of 
the labour force within the agricultural 
sector and in allied activities together 
With growth of rural industries should 
form the strategy in the initial stages of 
development in India. 

This is the stratagey which Dr. Kripa 
Shankar has insisted upon in General 
Potentialities of Sultanpur —- A Study in 
District Planning as a result of his absor¬ 
bing study ofSultanpur. 

Sultanpur is one of the relatively 
backward districts of eastern Uttar 
Pradesh. In that district about 84 
per cent of the population is dependent 
on agriculture, agricultural labourers 
forming as high as 32 per cent of the 
working force as against 19 per cent for 
the state of Uttar Pradesh as a whole. 
The average size of an agricultural hold¬ 
ing is about 0 77 hectares and the net 
cultivated land per capita about 
0.18 hectares. The net irrigated area is 
only about one-third of the net area 
sown. 

In Sultanpur district during 1964-65 
to 1971-72 when new agricultural tech¬ 
nology was generally introduced, wheat 
production alone registered a steady in¬ 
crease from 47,819 tonnes in 1964-65 to 
80,797 tonnes in 1971-72, rice showing 
moderate increase, while the production 
of other cereals cither declined or stag¬ 
nated. We also notice that production 
of sugar declined, so did that of sonn- 
hemp, while that of oilseeds stagnated. 
The consequence has been that the food- 
grains production has been rising only 
at an annual rate of three per cent. This is 
a very unsatisfactory position considering 
that 80 per cent of the caloric intake is 
accounted for by foodgrains 

irrigation facilities 

The author has emphasised that no 
programme of agricultural rejuvenation 
can succeed unless water supply is assured. 
Re therefore has emphasised that the 
state should undertake in the district the 
installation of more tube-wells and cons¬ 
truction of canals and the cultivators 
should be encouraged to have their own 
sources of irrigation because the new 
agricultural technology requires timely 
and frequent watering of fields. The 
commercial banks should be made to 
finance agricultural programmes in a big 
way, both directly and indirectly. The 
author has specially erftpasised that the 
small farmer who has remained outride 
the vortex of new agricultural technology 
should be given a subsidy of at least 50 
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percent for construction and boring of 
masonary wells. Also while all efforts 
are being made to tap underground water 
sources, equal emphasis should be laid on 
exploiting surface water resources as this 
step will not only protect the diistrict 
from the ravages of floods but will 
serve as a great boon during drought 
years. 

The author has emphasised the role of 
power in the growth process. The per 
capita consumption of electricity in 
Sultanpur district happens to be only 
2 kwt. as against 58 kwt in the state and 
90 kwt in India. Since power generation 
cannot be planned district-wise, the 
author has rccommeuded that diesel sets 
should be provided to small cultivators 
at subsidised rates. The Rural Electri¬ 
fication and Agricultural Finance Corpo¬ 
ration should play a more effective role in 
this field. 

cropping pattern 

There is need to modify suitably the 
cropping pattern. Inferior cereals have 
been occupying a considerably larger pro¬ 
portion of the area and the author has 
recommended that some commercial crops 
such as soybean, sunflower, groundnut and 
cotton should be popularised as they are 
sure to bring more profit to cultivators. 
Also more area in the district can be 
brought, under sugarcane, if a suger mill 
is started in the district. 

In the district, on an average, a village 
has about eight hectares of cultivable waste 
and 10 hectares of barren and uncultiv- 
ablc land. The author has recommended 
that since soil conservation measures are 
particularly required on either side of the 
river Gomti, a tree plantation programme 
should be undertaken in a vigorous way, 
both as a means of soil conservation and 
for fuel supply. 

Animal husbandry has a very impor¬ 
tant place in the economy of the district, 
especially from the point of view of small 
farmers with less than 2.5 hectares of land. 
Artificial, insemination, veternary facilities 
and more liberal loans to agriculturists 
and cooperative dairy societies are some 
of measures advocated to foster dairy 
development in the district. Also there 
is great scope for poultry farming as also 
pig, goat and sheep rearing which 
should be encouraged through improved 
breeding and liberal finance, wherever 
necessary. Similarly a village pond deve¬ 
lopment scheme should be launched and 
funds be provided for the purpose. Fis¬ 
heries can easily be developed in such 
ponds and tanks. 

As regards, industry, the author has 
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ecoittmended the establishment of at 
east two sugar mills and two cotton spin¬ 
ning mills as also the revival of handloom 
industry to bring about diversification of 
the village economy. A rural industries 
corporation should be established and it 
should encourage local entrepreneurs 
with financial assistance. 

The government should also take spe¬ 
cial steps to develop transport facilities 
which are at present meagre. The govern¬ 
ment should also provide more func¬ 
tional education. The medical facilities 
in the district are awfully lacking there 
being only two hospitals and 33 hospital 
ieds per lakh of population. The author’s 
suggestion in this regard is worth consi¬ 
deration by all the states. He rightly 
holds the view that the present system 
of medical education is urban-oriented 
and it is futile to expect that qualified 
private medical practitioners will settle in 
villages. And therefore he wants that 
an unconventional system of providing 
medical facilities to the rural poor must 
be evolved. India should evolve a system 
of ‘-bare footed doctors” as the Chinese 
have successfully done. 

j Since the weaker section of the rural 
[population cannot be shifted to urban areas 
;or even to industries in the near future, 
the author has recommended a ceiling of 
live hectares of land holdings and redistri¬ 
bution of land among the weaker sections 
m the district. He wants that the resour¬ 
ces of newly created Rural Development 
Fund should be particularly utilised to 
finance productive schemes of the weaker 
sections such as the development of agri¬ 
culture, animal husbandry, poultry, pig¬ 
gery, fishiaries, household industries and 
construction activities. Nationalised 
banks should come forward in a big way 
to assist this section of the village com¬ 
munity. 

There is no doubt that Dr Kripa 
Shankar’s absorbing study has very im¬ 
portant implications for the future stra¬ 
tegy of planning in India which still seems 
to be based on the old strategy adopted 
since 1956. In order that planning may 
become meaningful for the people, they 
must be intimately involved in the plann¬ 
ing process and plan implementation and 
above all in sharing the benefits of plann¬ 
ed development. The author has shown 
the way, though certainly not for the 
first time, how planning process can be 
made “a lively affair for the people.” 

Marginal Farmers 

It is now generally agreed that the 
economic position of two important sec¬ 
tions of the rural poor, viz, marginal far¬ 
mers and landless agricultural labourers 
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has positively deteriorated vis-a-vis 
medium and large farmers since the com¬ 
mencement of planning in India. This 
has naturally resulted in widening income 
disparities in the rural sector. In order to 
counteract these trends in the rural areas, 
the government has initiated schemes 
such as the Marginal Farmers and Agri- 
cutural Labourers Development Program¬ 
me (MFAL) aimed at improving the em¬ 
ployment opportunities and levels of in¬ 
come by providing the two classes with 
necessary credit for making a more inten¬ 
sive use of their land and also to under¬ 
take subsidiary economic activities and 
creating employment opportunities 
through public works within the frame¬ 
work of local planning. 

Considering the importance of the 
subject, Shri Ram Centre for Industrial 
Relations and Human Resources set out 
to study the impact of assistance received 
by the beneficiaries under the Marginal 
Farmers and Agricultural Labourers Deve¬ 
lopment (MFAL) Programme on the in¬ 
come, employment, expenditure pattern 
and debt position of the poorer rural 
sections of the people in Mathura district 
in Uttar Pradesh. Development of Mar¬ 
ginal Formers and Agricultural Labourers 
contains the findings and suggestions based 
on the study. 

infrastructure facility 

It is found that the MFAL 
Development Programme was esta¬ 
blished with a view to building up 
suitable infrastructure for providing ade¬ 
quate facilities to marginal farmers and 
landless agricultural labourers who are 
not rn a position to offer security in terms 
of tangible assets and cannot get requi¬ 
red credit from cooperative societies 
which happen to be dominated by big 
farmers belonging to higher castes. 
MFAL Development Programme has 
been designed to extend credit 
facilities exclusively to marginal farmers 
and landless agricultural labourers to 
make them economically viable and to 
improve their socio-economic position. 

It was found that the ownership of 
not more than 2.5 acres as the criterion 
for eligibility for participation in MFAL 
assistance programme has undoubtedly 
reduced the possibility of bigger farmers 
monopolising the assistance. But it was 
found that in Mathura district nearly 42 
percent of cultivators cultivated more 
than 2.5 acres of land which means the 
real effectiveness of the MFAL scheme 
was restricted to only 58 per cent of the 
rural households cultivating 2.5 acres or 
less. 

It was found that nearly one-third of 
non-beneficiary marginal farmers were 
not even aware of the existence of the 
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MFAL agency. This is a serious reflec¬ 
tion on the effectiveness of the exten¬ 
sion activities of the MFAL. Further, 
a large number of beneficiaries viewed 
the attitude of village level workers and 
veterinary doctors as non-cooperative or 
indifferent. Such a situation highlights 
the need for improving the existing situ¬ 
ation in this field. It is however gratifying 
that a majority of beneficiaries reported 
a net increase in their household income 
due to MFAL assistance, although the 
increase was not found to be commensu¬ 
rate with their expectations. The MFAL 
assistaece has also brought about, accord¬ 
ing to this study, significant changes in the 
occupational structure of beneficiary 
households, 

significant improvement 

The additional income generated 
through MFAL assistance has posi¬ 
tively affected the level and pattern of 
expenditure of beneficiaries. Their per 
household and per capita total as well 
as consumer expenditures are found to be 
significantly higher as compared with pre¬ 
assistance period. The figures of per 
household and per capita expenditure on 
food and non-food items incurred by 
beneficiary marginal farmers are signifi¬ 
cantly higher than those of non-benefici¬ 
ary marginal farmers. AU in all the 
incidence of poverty is observed to be 
much less in the case of beneficiaries 
than non-beneuciary marginal farmers. 

While MFAL agency has brought 
about significant improvement in the 
living standards of beneficiary marginal 
farmers, the auther however feels that 
the effectiveness of the scheme can be fut- 
ther increased if necessary precautionary 
measures arc taken at the stages of finali¬ 
sing the programme contents, their ad¬ 
ministration and implementation.” The 
author has made the following suggestion 
fot improving the effectiveness of the 
MFAL scheme. 

The first suggestion that has been 
made by the author is that more care 
should be taken in selecting the would- 
be beneficiaries. This is because while 
selecting marginal farmars(i.c. those with 
2.5 acres or less land) whether such far¬ 
mers cultivated in addition leased land 
or not was not taken into account. 
The author wants that since the criterion 
of 2.5 acres or less is satisfactory, the 
above type of cultivators should be omit¬ 
ted from consideration of help Under 
MFAL programme. 

Another very important recommenda¬ 
tion is that since the MFAL scheme ap¬ 
pears to have omitted from consideration 
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landless agricultural tabotrers on the 
ground that financial institutions inclu¬ 
ding commercial banks would not come 
forward to lend them on the ground that 
they cannot offer adequate and necessary 
type of security, there is immediate need 
to revise the traditional method of giving 
credit to only those who possess tangible 
assets as security. This is necessary in the 
framework of the special scheme designed 
for improving the economic condition of 
the rural weak. 

Further, the Mathura experience has 
shown that more care is necessary 
before finalisation of programme contents 
in other areas and finalisation be done 
only after ascertaining the potentials of 
various prorgrammes from prospective 
beneficiaries. This will require carefully 
planned survey of problems and require¬ 
ments of marginal farmers and agricul¬ 
tural labourers. If possible, voluntary 
agencies and independent research orga¬ 
nisations might be associated with such 
feasibility surveys. And also, once the 
various programmes arc brought under 
the MFAL agency, effective extension 
programme might have to be undertaken 
to educate the would-be beneficiaries 
about the assistance available to them in 
order to motivate them to active partici¬ 
pation in the scheme. 

The author has insisted on adequacy 
and competence of the implementation 
staff of special schemes such as MFAL 
agency. The existing staff has proved 
both inadequate and inefficient. Also 
the staff should be adequately compen¬ 
sated. A very important suggestion made 
by the author is that periodic meetings of 
the beneficiaries should beheld for edu¬ 
cating other prospective beneficiaries 
regarding development schemes and for 
plugging up loopholes in the administ¬ 
ration. 

marginal farmers 

The author has further recommended 
that there will have to be change in the atti¬ 
tude of loaning institutions such as district 
central cooperative banks towards the 
marginal farmers who at present are out 
of their consideration for all practical 
purposes. In fact marginal farmers should 
be given some representation on boards 
of cooperative societies and banks as 
otherwise it is felt that such loaning bo¬ 
dies may not fully conform with the 
needs of either the MFAL scheme of the 
beneficiaries. 

Also, since it is found that nationalised 
commercial banks do not fully cooperate 
in the schemes drawn up to help marginal 
farmers and landless agricultural labou¬ 
rers in spite of the Reserve Bank instruc- 
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tions, serious note should be taken of 
this failure and attempts should be made 
to see that such instructions are adhered 
to. This is necessary for the reason 
that non-availability of required 
finance should not hold up the imple¬ 
mentation of this absolutely essential 
programme. 

While repeated pronouncements are 
made to help the marginal farmers and 
landless agricultural labourers, not much 
seems to have been done so far to effec¬ 
tively help this unfortunate class of rural 
people. This experiment and the expe¬ 
rience gained in its implementation should 
go a long way in helping the concerned 
authorities in suitably drawing up plans 
and in effectively implementing them. 
This study has made an attempt to show 
the path. The study also again brings 
to the fore the importance of micro stu¬ 
dies in various fields including agricul¬ 
ture. 

Administration of Economy 

Two contrasting pictures of the Indian 
economic development are often presented 
before us. On the one hand we are told 
that in India foundation of heavy and 
basic industries has been firmly laid; that 
agricultural production has been doubled 
within twenty-five years; that India has 
made rapid progress in providing infra¬ 
structural facilities to her industries and 
agriculture and thousands of villages are 
electrified and have been provided with 
educational and medical facilities. The 
consequence of all this has been that 
life expectancy in India has gone up 
considerably and with a certain amount 
of good luck (in regard to monsoon), the 
country could soon take off and be on the 
road to self generating rapid economic 
progress. 

But then there is the other side to the 
picture painted by many critics of the 
government. According to them, India 
of the present day is in a deep quagmire; 
socialistic slogans have lost their face- 
value. In endeavouring to eliminate 
poverty, our representatives have been 
eliminating the poor and the proletariat. 
Maladministration of the country’s 
economy by politicians and bureaucrats 
has resulted in rank corruption and ne¬ 
potism in public administration. A vast 
majority of Indian people who have been 
living a life of abject economic subjuga¬ 
tion fail to find any difference between 
their life at present and life in pre-inde¬ 
pendence days. In free democratic socia¬ 
list India, the only guaranteed freedom 
which they seem to enjoy at present is 
the “freedom to die of starvation.” ‘‘They 
have to go in quest of cow-dung and 
churn out therefrom a few grains of 
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wheat or gram* wash them and eat them 
to appease their hunger,’* This is India - 
of the 1970s. , 

Of the two, which represents the true 
picture of India of the present day? 

The author of Political Administration 
of Indian Economy seems to share 
the second view very qrjtentlv and 
writes about the government’s failure 
in the economic and political fields with 
gusto and venom which often carries him 
beyond the bounds of literary decency. 

The author is convinced that the real 
economic freedom lias not yet dawned 
for millions of Indians. Political, moral 
and economic bankruptcy have held 
sway over the country. “Today our nation 
consists, by and large, of people without 
an iota of sense of sincerity, fidelity or 
loyalty to the motherland”. Our leaders 
have been teaching gospels of austerity 
and patriotism without practising these 
gospels themselves. Hypocritical politi¬ 
cians have been ruining the country for 
the last two decades, instead of becoming 
the walking symbols of the preachings of 
the Mahatma whose teachings they swear 
by. Our presidents and ministers have 
been living in feudal glory that would put 
our erstwhile British masters into shame. 

The author wants that all the elected 
officials—from the president downwards 
- -live a simple life and that all declare 
their personal assets. They must all live 
a life that is in conformity with the pover¬ 
ty of the nation. All corruption charges 
against ministers and officials must be 
impartially gone into and the guilty should 
be severely punished. All waste of public 
funds must be stopped. 

huge investment 

The author is very critical of the mis¬ 
management of the public sector in India 
which has involved huge investment of 
scarce capital resources in the country. 
He has made an attempt to explain the 
well-known causes of inefficiency and 
failure of many of the public sector en¬ 
terprises in India and has suggested the 
now well-known remedial measures. 

There is no doubt that the quality of 
human material is the most important 
among the factors influencing the growth 
and development of a nation. Frofti this 
it automatically follows.that the inajor 
cause of the failure of India in various 
fields has been the failure of the human 
element. This means in a country where 
tradition of Wind following is well en¬ 
trenched, it is the failure of the Congress 
leadership that has brought India near a 
catastrophe, The Indian planners appear 



I to Have lost sight of the moral dimension 
f of economic planning which therefote got 
degenerated into planning for the govern¬ 
ing elite in India with disastrous conse* 
quences for the vast masses who have 
come to be completely bypassed. 

While it is not possible to find fault 
or disagree with the main thesis which 
the author wants to present in this book, 
the manner of presentation leaves much 
to be desired. What one gets in abundance 
in this book is the angry outburst of 
moral wrath long suppressed than cold 
and objective economic and political 
analysis of the deteriorating Indian sdehe. 
It is not enough if one’s conclusions are 
right; one must also prove logically that 
they are so, if the conclusions are to 
carry weight. 

Monetary Management 

India has accepted growth, stability 
and distributional justice as the goals of 
her economic policy. Economic growth 
essentially depends upon factor such as 
the country’s resource endowments, the 
efficiency with which people make use of 
these resources and capital formation. 
R, i. Mody has made an attempt 
in New Dimensions of Monetary 
Management to prove that economic 
policies in India which have since 1956 
come to rely heavily upon deficit financ¬ 
ing for her development are not conducive 
to rising rates of saving and capital for¬ 
mation in the country. Also the author’s 
contention is that forced saving pro¬ 
gramme which is implicit in deficit finan¬ 
cing cannot be a success because of the 
absence of appropriate conditions neces¬ 
sary for such a policy. Once people 
anticipate inflation and when they do not 
have ‘money illusion’, forced saving pro¬ 
gramme will result in hyper-inflatiori. 
The author is also apprehensive that 
inflationary policies, if pursued over a 
long period, may gradually destroy finan¬ 
cial institutions and markets which pro¬ 
vide efficient mechanism for generation 
and utilisation of iavestible resources. 
The author’s main contention is that “a 
high rate of economic growth can be 
attained only in a stable monetary frame¬ 
work.” 

India has also accepted the objective 
of distributional justice as one of the 
main objectives. Economic justice im¬ 
plies reduction in income inequalities and 
eradication of poverty. In order to.realise 
this objective also price stability is 
absolutely essential because inflation 
tends to increase income disparities, 
inflation may be 3aid to- be the .most 
regressive form of taxation. Inflation 
thus effectively paralyses the anti-poverty 
measures. The author therefore has 
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come to the conclusion, that economic 
stabilisation snofild be the plain objec¬ 
tive of monetary' management in the 
country. 

The author has made an attempt in 
this book to analyse monetary policy and 
management in India in the context of 
the objective of price stability. 

Since there appeals to be a high cor¬ 
relation between changes in money supply 
and changes in the price level in India, 
according to the author, the monetary 
goal of the Reserve Bank of India should 
be proper management of money supply. 
The Reserve Bank can carry out this 
function fluite satisfactorily, if it is not 
committed to finance government’s defi¬ 
cits by monetary expansion and to help 
government in its borrowing programme 
at low interest cost. 

In order to regulate money supply, 
the Reserve Bank will have to regulate 
its credit to government and to the bank¬ 
ing system The author’s analysis of the 
factors influencing money supply indicates 
that Reserve Bank’s credit to government 
is the predominant factor responsible for 
monetary expansion in India since 1956. 
If the Reserve Bank is committed in 
advance to finance government’s deficit, 
such a policy is bound, to paralyse its 
stabilisation efforts; This means an 
effective stabilisation policy requires fiscal 
discipline and government’s cooperation. 
Even assuming that it is extremely diffi¬ 
cult to readjust governments spending 
each year according to changing economic 
conditions, it still needs to be emphasised 
that such adjustments arc absolutely 
necessary for economic stabilisation. 

market rate 

The author is also of the opinion that 
another important pre-condition of 
monetary stability is that ‘‘the market 
interest rate should correspond to the 
natural rate,” This means interest rates 
should be realistic rather than being peg¬ 
ged down to lower levels. The author is 
convinced that pegging down interest 
rates at low levels will endanger monetary 
stability. This will also require govern¬ 
ment’s cooperation. An appropriate 
interest rats policy will make government 
cost-conscious and investment decisions 
will be rationalised. Interest rates pegged 
down to lower levels will result in over¬ 
investment and misaliocation of econo¬ 
my’s resources.. Also a higher rate of 
interest will encourage a higher rate of 
voluntary saving which is desirable for 
economic, development of; the country, 

. Regulation of bank ‘credit to meet the 
seasoti&f fluctuation ik demand' for it 
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appears to have become the primary atm 
of the monetary policy of the Reserve 
Bank in recent years. But the author 
has warned that in the final analysis 
“credit management should actually be 
an integral part of monetary manage¬ 
ment.” The monetary management should 
aim at management of money supply with 
the primary goal of reasonable price 
stability in view. Naturally this will 
necessitate proper coordination of mone¬ 
tary policy and fiscal policy between 
the Reserve Bank and the governmnet* 

In this book the author has analysed 
India’s monetary, policy within the frame¬ 
work of the Keynesian model. The author 
has very ably brought out the dilemma 
which the Reserve .Bank of India is facing 
at present-^achieving price stabilisation 
and meeting government’s budgetary 
deficits and helping government in its 
borrowing programme. This excellent 
book is more than a mere survey of the 
monetary policy of the Reserve Bank of 
of India-—it is in fact an exercise in the 
analysis of monetary economics. The 
book should be of great use to post¬ 
graduate students of the Indian univer¬ 
sities. 

Life Insurance 

The structure of life insurance in India 
underwent a redical change in 1956 when 
it was nationalised with the purpose of 
“safeguarding the interests of the policy 
holders and mobilising peoples savings 
for the implementation of Plan Progra¬ 
mme.” More than a decade has now 
passed and LIC app;ars to have taken 
deep roots. A thorough enquiry into the 
working and especially into the invest¬ 
ment policy of the LIC would be timely. 
Life Insurance Finance lit India has been 
written with this end in view. 

The LIC is a very fertile field for cri¬ 
tical enquiry and analysis which should 
highlight, (a) the nature and volume of 
people’s savings through life insurance 
and the possibility of increasing them 
through reduction in the cost of insurance 
and expansion oflife insurance business, 
(b) the contribution of life insurance 
finance to the growth of the Indian eco¬ 
nomy, (c) the considerations governing 
proper investment of life insurance funds, 
and (d) the accumulation of funds and 
their proper investment. It is the explo¬ 
ration of The above aspects of life in¬ 
surance in India which the author has in 
view while writing this book. 

It would be extremely instructive to 
know the findings of the author. 

According to the author, life insurance 
has a vast potential in India, both in 
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urban as well as in rural argas, premium* 
have to be reduced to bring this social 
security within the easy reach of the 
poorer sections of the rural population 
and there is definitely enough scope for 
this. Reduced premium and effective, 
efficient and devoted sales force appear 
to be the need of the hour. 

Further, the LIC should economise its 
expenditure and bring down cost ratio by 
considerable expansion of business and 
spread of overheads over a larger volume 
of business. According to the author, 
reorganisation, rationalisation and mecha¬ 
nisation should be the watchwords for 
the future. The Morarka Committee on 
the LIC expenses had also come to the 
conclusion that there is considerable 
scope for economy and efficiency. The 
author also has endorsed the finding of 
the Morarka Commitlec in respect of 
organisation of the LIC into five or more 
autonomous parallel bodies, and the reco¬ 
mmendation that any reorganisation 
should be effected within the existing 
framework, as unitary structure would 
certainly be more economical. 

flexibility robbed 

According to the author the LIC needs 
freedom from capativity in framing its 
investment policy. The government's 
pressure on the LIC to invest in low-yiel¬ 
ding securities in addition to statutory 
requirements has robbed the LIC of the 
flexibility so necessary in investment 
matters. 

The author has also recommended 
that the LIC should make direct invest¬ 
ment in rural areas in farm mortgages 
and others in a big way in order to make 
direct impact on the rural population. 
Similarly the LIC should provide finance 
to small business, which at pscsent is 
completely neglected. Further, the LIC 
according to the author, should take 
greater interest in providing amenities 
such as housing in both urban and rural 
areas. 

The author has made another very 
important recommendation. Policyholders 
who have a stake in the working of the 
LIC should have some control over the 
working of the LIC. He has suggested 


the formation of a central policyholders* 
council for this purpose. 

It is unfortunate that the attitude of 
the LIC to research has been deplorable. 
The author states that the LIC authori¬ 
ties needed a lot of persuation to give 
information even on minor points. Their 
attitude towards research does not seem 
to be helpful. It is also unfortunate that 
the LIC has as yet no research and stati¬ 
stics department of its own. It is high 
time the LIC took research in its working 
a little more seriously and not only esta¬ 
blish its own research department but 
also render the necessary assistance to 
research students in the field of insurance. 

As an institution mobilising monetary 


resources in the community, the LIC 
occupies very prominent place among the 
financial institutions. It can play signi- 
fleent role in influencing the investment 
pattern in the country. It is therefore 
unfortunate that various aspects of the 
working of the LIC do not appear to have 
received very careful attention. 

Since the funds of the LIC are being re¬ 
gularly contributed by millions of persons 
in the country, it is rather unfortunate that 
the policyholders know so little about the 
working of the LIC. Mr O.P. Bajpai has 
rendered a signal service by laying before 
the general readers the manner in which 
the LIC is working and should in fact 
work. 
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11 flights a week to Europe 

Our 747s fly 8 times a week to 


Our 747s fly 8 times a week to London, 

4 times to Frankfurt, 5 times to Rome and Paris 
and our 707 s twice to Moscow and once to 
Geneva and London. 
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18 flights a week to the Middle East. 

5 flights to Kuweit and Beirut 3 to Duhai and 
Bahrain. 2 each to Abu Dhabi, Dhahran 
and Teherai\and one to Aden, Muscat Doha 
and Cairo. *-■— - - — 


7 flights a week to New York. , 

One flight daily by 747 via the Middle East and 
Europe. The return trip will cost less than the 
one-way fare if you fly on our Excursion Fare. 


Also every week: 

3 flights to 
EAST AFRICA 

10 flights to 
SOUTH EAST ASIA 

6 flights to 
JAPAN 

2 flights to 
MAURITIUS 

2 flights to 
AUSTRALIA 










































connectionf as 
is made 



jtei' 



An industry 
" advances 



“and GSTlays 
one more pipeline 
_ to progress 

Gujarat Steel Tubes contributes 
to the progress of industrial India 
with steel tubes and pipes in dia. 15 mm 
to 100 mm, black and galvanized, threaded 
and socketed, using TUFFWELD— a High 
Frequency Induction Welding process. In just 
nine years, Gujarat Steel Tubes has made its 
mark in India, as one of the major suppliers 
to Government, and abroad-as one of the 
largest exporters of steel pipes. 

Pipelines to prosperity 
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Gujarat Staal Tubaa Limited 

Bank of India Building, Bhadra, ■ 
Ahmedabad 380001 
Telephone: 52012-13-14 
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Increased Cane Prices 

The Agricultural Prices 
Commission (APC) has re¬ 
commended a 12 per cent rise 
in the statutory minimum price 
of sugarcane for the year 
1 975-76 season, from Rs 8.50 
U> Rs 9.50 pes quintal. The 
rate is linked to a recovery 
of 8.5 psr cent with a propor¬ 
tionate premium for higher 
recoveries. The APC suggestion 
would normally entail a rise in 
the price of rationed sugar, 
whose rate is linked to the mini¬ 
mum cane price. The APC rea¬ 
lises the need to avoid any such 
increase in view of the adverse 
elfcct it would have on the price 
index, and has therefore sug¬ 
gested that a share of export 
prolits should go to sugar mills 
to compensate them for losses 
on levy sugar. It has also re¬ 
commended higher excise duty 
on khandsari. so that there 
could be a diversion of sugar¬ 
cane to the mills. A rebate on 
excise duty for increased sugar 
production has been suggested 
as an additional incentive to 
sugar mills. 

Cement against 
Foreign Exchange 

The union government has 
introduced a new scheme for 
priority allotment of cement 
against inward remittance of 


is applicable to Indian na¬ 
tionals returning to India from 
abroad and to relatives of 
Indians residing abroad, if 
they receive foreign exchange 
remittance from them for 
the purpose of purchasing 
cement. 

The foreign exchange, equi¬ 
valent to Rs 560 per tonne, 
will have to be obtained 
through overseas remittance 
by the applicants and be depo¬ 
sited in a non-convcrtible ac¬ 
count with an Indian bank. 
The amount thus deposited 
cannot be retransferred abroad. 
The consumer will, however, 
have to pay to the supplier of 
cement only the actual price 
applicable for sales in India. 
The applicant will have to give 
an undertaking that he will not 
resell the cement allotted to 
him without the prior permis¬ 
sion of the cement controller. 
The consumers are required to 
change to a “non-convertible 
account” with any scheduled 
bank in India dealing in foreign 
exchange, as also the applica¬ 
tion form for priority allot¬ 
ment of cement. 

IDA Credit 

About 850 medium and large 
scale industrial enterprises will 
be able to maintain and ex¬ 
pand production with a credit 
of $100 million from the 


heavy construction equipment 
and spare parts for heavy earth 
moving and power generating 
equipment. The IDA credit 
will be extended to the govern¬ 
ment for 50 years, including a 
10 year grace period. It will be 
interest free, but will carry a 
service charge of 3/4 of one per 
cent to cover IDA’s adminis¬ 
trative costs. 

The IDA has also approved 
credit of $ 45 million to help 
finance the completion of a bar¬ 
rage across the Godavari river 
in Andhra Pradesh. The project 
will ensure continued availabi¬ 
lity of perennial irrigation water 
in the 400,000 hectares com¬ 
mand area. The project is 
scheduled for completion in 
1979 at a total estimated cost 
of $ 70 million, including the 
foreign exchange cost of $ 20 
million. The IDA credit will 
meet about 64 per cent of the 
cost of the project. The 
Andhra Public Works Depart¬ 
ment will execute the project. 

UNDP Assistance 

The United Nations Develop¬ 
ment Programme (UNDP) will 
assist India in the development 
of new fibres and composites. 
This would be taken up under 
a project that is designed to 
generate additional employ¬ 
ment opportunities in agricul¬ 
ture, fisheries and chemical in¬ 
dustries. The project would 
utilise what is known as “com¬ 
posite materials technology.” 
This is stated to be labour-in¬ 
tensive and science-based and 
adaptable to Indian conditions. 
Using it, for instance, in the 
plastics industry which is now 
rapidly developing in India, a 
wide range of composites cou¬ 
ld be developed by reinforcing 
the strength of plastics with 
suitable fibres. UNDP assis¬ 


ts will present the Railway 
Budget for 1975-76 on Febru¬ 
ary 20. A Rashtrapati Bhavan 
communique stated that Mr 
Tripathi’s portfolio of Trans¬ 
port and Shipping has been 
assigned to Mr Uraa Shankar 
Dikshit, hitherto minister 
without portfolio. 

lndO"Rumanian Accord 

India and Rumania have 
reached a settlement on the 
long-standing issue of price for 
ships. In terms of the settle¬ 
ment, India will have to pay 
substantially higher priors for 
eight ships still to be delivered 
by Rumania. Under a fixed 
price contract, Rumania 
was to supply ten ships, with 
deliveries to be completed by 
1976. Later, however, Rumania 
asked for a price increase on 
the ground that the cost of 
ship-building had escalated. 
The matter was under nego¬ 
tiations for past many months. 
An Indian shipping delegation 
comprosing Mr M. Ramakrish- 
nyya, Secretary in the ministry 
of Shipping and Transport, and 
Adm. Nanda, Chairman of the 
Shipping Corporation, held 
talks recently in Bucha¬ 
rest with the RumaniSn shipp¬ 
ing authorities and a formula 
was finally hammered out. As 
per the formula, Rumania has 
agreed not to charge increased 
prices for two ships already 
delivered. But for the remaining 
eight ships, the price rise will 
be 40 per cent, as against the 
Rumanian demand for cent per 
cent increase. Since agreement 
on price has taken so much of 
time, the Rumanian side, ac¬ 
cording to reports received by 
the Shipping ministry here, has 
assured the Indian delegation 
that it will stick to the original 
delivery schcdujl 


foreign exchange. The scheme International Development As- 
has taken effect from February sociation (IDA), an affiliate of 
15. Under the scheme, intend- the World Bank. The credit 
ing consumers will have to en- will meet part of the foreign 
sure that the remittances of exchange requirements of about 
foreign exchange are received $ 911 million during 1975-76 
after February 15, 1975. So for imports of raw materials, 
far, the priority allotment sch* components and spare parts, 
cme against inward remittance The industries selected arc 
of foreign exchange was only tractors and power tillers, fer- 
confined to the purchase of lilisers, pesticides, electrical 
motor cars, scooters and tract- equipment, aluminium smelt- 
or $. The priority allotment sch- ing, commercial vehicles, auto- 
eme with respeetto cement, as motive anciUlaries, castings 
m the case of other schemes* and forgings, machine tools, 


tance will cover the foreign 
exchange component of im- Indo-Yugoslav 
ported equipment, training of Joint Ventures 
qualified staff from research „ .. , . , . 

laboratories participating in lnd > a , and Yugoslavia have 
the project and visits by inter- agreed that they should imme- 
national experts from abroad diately explore possibilities of 
for specific purposes and speci- U P J° ,nt ventures hi the 

fic periods. oil-rich Gulf countries. The 

ui idea was discussed at Indo- 

Cabfnet Changes Yugoslav joint committee 

Mr Kamlapati Tripathi. was meeting in New Delhi recently, 
appointed minister of Railways The Indian delegation to the 
to fiU in the vacancy caused by meeting was led by the union 
the death of Mr L.N. Mishra. Commerce minister, Prof D.P. 
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Chattopahdyaya, and the Yugo¬ 
slav delegation by Dr Vratusa, 
deputy prime minister. Dr 
Vratusa welcomed the idea of 
setting up of joint ventures in 
third countries, particularly in 
the Gulf countries, and wanted 
the proposal to be given con¬ 
crete shape immediately. Dr 
Vratusa was particularly keen 
on having joint ventures in 
third countries in the field of 
shipping and wanted the pro¬ 
posal to be expedited before 
the opening of Suez Canal. 

The Indo-Yugoslav sub-com¬ 
mittee on joint ventures in 
third countries, which met 
here recently submitted its re¬ 
port to the joint committee. 
Both the delegations noted that 
views of India and Yugoslavia 
were identical on the issues of 
raw materials as stated in the 
recent declaration of non- 
uiigned countries at Dakar. 

Dual Voltage 
Locomotives 

The Chittaranjan Locomo¬ 
tive Works (CLW) will manu¬ 
facture 53 dual voltage AC/ 
DC locomotives during the cur¬ 
rent year for high speed passen¬ 
ger and heavy goods trains, ac¬ 
cording to a spokesman of the 
works. The CLW produced 
first dual voltage locomotive 
in the country to mark its sil¬ 
ver jubilee. Commissioned in 
1950, it has produced 2,341 
steam and 469 electric locomo¬ 
tives. These locomotives from 
Chittaranjan were now hauling 
passenger and goods trains in 
various parts of the country. 
The CLW had stopped produc¬ 
ing steam locomotives—the last 
of which steamed out on Feb¬ 
ruary 5, 1972. 

Bhatinda Fertiliser Unit 

The construction work on the 
Bhatinda fertiliser factory, 
a public sector project, to be 
built at a cost of a Rs i 50 crorcs 
has begun. Talking to news¬ 
men recently Mr J.P. Pandey, 
Punjab's minister for PWD, 
stated that the project was ex¬ 
pected to be completed in 1977. 
In addition to providing jobs 
to about 1,000 technicians, it 
would produce 2.2. million ton¬ 
nes of ammonia, 511,000 ton¬ 
nes of urea and 8,250 tonnes of 
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sulphur every year. Japan is 
providing the technical know¬ 
how and financial assistance 
for the project. 

Excess Capacity 
for Exports 

The centre has decided to re¬ 
gularise excess capacities of all 
licensed undertakings, if the 
excess production is meant lor 
exports. This is subject to the 
condition that no additional 
equipment would be needed 
and that the value added is rea¬ 
sonable. This would benelit 
industrial undertakings which 
arc capable of producing more 
than 25 per cent of their capa¬ 
city normally allowed for extra 
production. The monopoly 
houses would also be eligible 
for the relaxation. But their 
applications would be screened 
by a task force to be set up for 
this purpose in the ministry of 
Industries and Civil Supplies. 
The government has also an¬ 
nounced the procedure and 
formula for fixing the capaci¬ 
ties of those undertakings 
which have been asked to gel 
themselves registered under the 
amendment made to Section 10 
of the Industries (Development 
& Regulation) Act in 1973. 
In fixing the capacities of such 
units liberal view is to be taken 
for exporting units. 

Trade with Finland 

The Indo-Finnish trade is 
being reviewed in order to 
impart increased viability to 
the current flow of trade bet¬ 
ween the two countries. A 
high-level delegation led by the 
Finnish minister for Foreign 
Trade, is in the country to parti¬ 
cipate in the review. According 
to official sources, trade talks 
seek ways and means of in¬ 
creasing the volume of Jndo- 
Finnish trade. The share of 
this country is less than one per 
cent of the global imports of 
Finland. Indian exports to 
Finland amounted to Rs 55 
lakhs in 1970-71. But this re¬ 
corded an increase to Rs 211 
lakhs in 1973-74. During the 
first five months of the current 
year, India's exports to Finland 
amounted to Rs 66 laklis as 
compared to Rs 44 lakhs during 
the corresponding period of 
the previous year. Indian im¬ 


ports from Finland also in¬ 
creased from Rs 235 lakhs in 
1970-71 to Rs 410 lakhs in 
1973-74. Import figures for 
the first five months of 1974-75 
were Rs 265 lakhs as compared 
to Rs 105 lakhs in 1973-74, 
Textiles, particularly handloom 
fabrics constitute India’s main 
exports to Finland while paper 
and paper boards including 
newsprint form the principal 
imports from Finland. 

World Tea Output 

The shortfall noticed in the 
world tea output in the first 10 
months of 1974 was narrowed 
down and at the end of Novem¬ 
ber 1974 production stood un¬ 
changed at 760.2 million kg. 
The improvement was largely 
due to the rise in north Indian 
output from 322.9 million kg 
to 337.2 million kg in the first 
10 months of 1974. Bangla¬ 
desh accounted for a rise of 3.3 
million kg at 25.4 million kg 
in the first 10 months of 1974. 
South Indian output recorded 
a fall of two million kg at 99.7 
million kg in 1974 on account 
of the strike in Kerala during 
August-Scptcmbcr and drought 
conditions experienced in some 
of the tea growing districts. 

Sri Lanka's crop declined for 
the third year in succession and 
the estimated output for 1974 is 
201 million kg as compared to 
211 million kg in 1973. Com¬ 
pared to the 1965 levels, Sri 
Lanka's output is down by as 
much as 27 million kg in 1974. 
In spite of the severe drought 
noticed in the first few months 
of 1974, East African figures 
did not show sharp drop in 
1974. Even Kenya, whose crop 
was down by 40 per cent during 
Jamiary-April 1974 reported a 
loss of hardly seven per cent at 
47.5 million kg at the end of 
November. 

Rural Banking 

Rural centres had a signi¬ 
ficant share in branch expan¬ 
sion of commercial banks in 
1974, according to a recent re¬ 
view by the Reserve Bank of 
India* The numbers of bank 
offices in rural centres went up 
from 6,023 in December 1973 
to 6,631 in December 1974 out 
of a total bank net work of 
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18,180 Branched SSitice the na¬ 
tionalisation of 14 mbjor banks 
in July 1969, 9,918 bank offices 
had been opened till December 
last year. Ofthese 484 per cent 
were opened in the rural cen¬ 
tres. The review stated that the 
national average of population 
served per bank office declined 
from 33,000 in December 1$73 
to 30,000 in December 1974. 
The figure stood at 65,000 in 
June 1969. The review poin¬ 
ted out that out of the 1,693 
new offices opened last year, 
526 offices (31.1 per cent) were 
in unbanked centres. The per¬ 
centage of offices opened in 
unbanked centres was 35.8 in 
1973 as against 47.5 in the pre¬ 
vious year. This decline is attri¬ 
buted mainly to the fact that 
since the opening of a large 
number of branches the number 
of such unbanked centres 
having reasonable banking 
protential is on the decline, 
according to the review. 

World Trade 

The current economic slow¬ 
down is beginning to affect 
world trade flows, as shown in 
the latest issue of International 
Financial Statistics published 
by the IMF. World exports rea¬ 
ched an estimated value of 
US $189 billion in the third 
quarter of 1974. and while 
this represents a 43 per cent in¬ 
crease over the estimated $132 
billion in the third quarter of 
1973, larger increases — by 
48-50 per cent — had been rc- j 
gistered between the first quar- j 
ters of 1973 and 1974 as well as | 
between the second quarter i 
of those two years. These in- j 
creases in the value of world 
trade are considerably inflated 
by the underlying sharp rise ia 
export prices, and the real vo¬ 
lume of world exports is esti¬ 
mated to have risen only slowly 
from the third quarter of 1973 
to the third quarter of 1974. 
(World total in IPS do not in¬ 
clude figures for the Soviet Un- 
Union, eastern Europe, the 
Peiple’s Republic of China and 
related areas.) 

The combined export value 
of the industrial countries sho¬ 
wed an increase of 32 per cent 
from $94,9 billion in the third 
quarter of 1973 to $125 billion 
in the third quarter of 1974. 
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Their exports had risen by 36 
per cent from the first quarter 
of 1973 to the first quarter of 
1974. Other developed areas 
(non-industrial Europe, Aus¬ 
tralia, New Zealand and South 
Africa) increased their export 
value by 24 per cent from $8.8 
billion in the third quarter of 

1973 to $10.8 billion in the 
third quarter of 1974, against 
a 31 per cent increase between 
the first quarters of both years. 
Export values of less developed 
areas excluding oil exporting 
countries went up by 27 per cent 
from an estimated $17.3 billion 
in the third quarter 1973 to $22 
billion in the third quarter of 

1974 against an increased of 46 
per cent between the first quar¬ 
ters of 1973 and 1974. Export 
values of less developed areas 
including oil exporting count¬ 
ries went up by about 90 per 
cent between the third quar¬ 
ters of 1973 and 1974 compared 
with 95 per cent between the 
first quarters of both years. 

Fertilisers from Poland 

This country will import 
230,000 tonnes of fertilisers 
from Poland this year. This will 
comprise 180,000 tonnes of urea 
:ind 50,IKK) tonnes of calcium 
ammonium nitrate. An agree¬ 
ment to this effect was signed 
recently by Mr S. K. Agarwul, 
General Manager Minerals and 
Metals Trading Corporation, 
and Mr J.Kowalski, Director of 
CIF.CH, a Polish agency. This 
follows the amicable settle¬ 
ment of the differences on prices 
which cropped up during nego¬ 
tiations recently. With the 
latest contract, MMTC has so 
far finalised arrangements for 
the import of a total quantity of 
767,000 tonnes this year. Con¬ 
tracts have already been signed 
with the Soviet Union for 
267,000 tonnes, Rumania 
200,000 tonnes and Bulgaria 
70,000 tonnes. The corpora¬ 
tion hopes to sign agreements 
soon with other countries in¬ 
cluding Hungary, the German 
Democratic Republic and the 
Democratic People's Republic 
of Korea, 

Coir Exports 

Over 26,300 tonnes of coir 
and coir goods valued at Rs 
10.30 crores were exported 
from this country during April- 
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Noverabr, 1974, as against 
29,000 tonnes valued a'tr.Rs 
9,62 crores during the corres¬ 
ponding period of the previous 
year. According to the Ccdt 
Board, coir yarn was one of the 
major items of export and fetch¬ 
ed over Rs 462 lakhs. This 
was followed by coir mats and 
coir mattings. During the re¬ 
ported period, 75 quintals of 
rubberised coir goods valued 
at Rs 8,780 were also exported. 

Asian Rice Trade Fund 

An Asian Rice Trade Fund is 
being set up under the aegis of 
the United Nations to promote 
trade in rice among the de¬ 
veloping countries of the re¬ 
gion, India, Bangladesh and 
Sri Lanka have already de¬ 
posited their instruments of 
acceptance of the fund agree¬ 
ment with the UN. The Philip¬ 
pines, South Viet Nam and 
Khmer Republic have intimated 
their acceptance of the agree¬ 
ment to join it. The main pur¬ 
pose of the fund would be lo 
undertake or arrange finance 
for rice sales between member- 
countries inovlving deferred 
payments initially up to u 
period of five years. 

World Cashew 
Community 

A proposal to set up an int¬ 
ernational cashew community 
with represntation for African 
countries of Kenya, Tanzania 
and Mozambique was made 
recently by Mr Santaram N 
Zantye, Chairman of the Indian 
Cashew Development Council. 
Addressing a meeting of the 
council recently he said that 
along with an agreement with 
Mozambique the biggest pro¬ 
ducer of raw cashewnuts, which 
would assure a regular supply 
of raw nuts, India should make 
concerted efforts lo increase 
indigenous production of nuts 
to bridge a production gap of 
200,000 tonnes to keep its in¬ 
dustry going. The chairman 
urged the Cashew Corporation 
of India (CCI) to utilise a 
substantial chunk of it profit 
for increasing indigenous pro¬ 
duction. 

Sugar Prospects 

President of the Indian Sugar 
Mills Association, Mr P« 
Maruthai Pillai, recently stated 


that the cane arrears during 
til# current cribbing sealer* 
wduld mount fairly high unless 
the government took some im¬ 
mediate steps to improve the 
economic viability of the in¬ 
dustry. Addressing a press 
conference recently, Mr Pillai 
pointed out that while the free 
sugar market continued to be 
sluggish, the industry was sad¬ 
dled with a loss of Rs 43 crores. 
He, therefore, called upon the 
government cither to incrcasses 
the price of levy sugar or give a 
share of the profit out of the 
huge export earnings to the 
industry. According to the 
ISMA president, the price of 
levy sugar should be increased 
by at least Rs 25 per quintal. 
The sugar, production 
during the current year would 
be of the order of 4.4 million 
tonnes. He suggested that the 
government could, thus easily 
afford to export at least 1.2 
million tonnes to earn a foreign 
exchange of Rs 1,000 crores. 

Mr Pillai was of the firm view 
that export of 1.2 million tonnes 
of sugar will in no way have 
any bearing on the prices of 
sugar in the home market. The 
monthly sugar release for in¬ 
ternal consumption is of the 
order of 250,000 tonnes. The 
timely winter rain and favour¬ 
able weather conditions and as 
a result of high prices of cane 
paid by the factories, sugar 
prospects for the current sea¬ 
son had improved considera¬ 
bly. To take advantage of the 
extremely favourable condi¬ 
tions, including high prices of 
sugar in the international mar¬ 
ket, Mr Pillai urged the govern¬ 
ment to go all out to enter in to 
firm commitments for export of 
1.2 million tonnes. 

Bihar's Poverty 

Mr K.K. Birla, President of 
the Federation of Indian Cham¬ 
bers of Commerce and Industry, 
called upon the business 
community to maximise diaio- 
toguc with the government and 
labour in order to make the 
country strong and self-reliant. 
Addressing the Bihar Chamber 
of Commerce, Mr Birla reg¬ 
retted that Bihar continued to 
be a poverty-stricken state in 
Spite of its abundance of na¬ 
tural resources, particularly 
mineral wealth. He suggested 
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that the Bihar Chamber of 
Commence tad the state indus¬ 
tries board should concertedly 
make a thorough study of the 
factors responsible for the 
state's chronic backwardness. 
In his view, there were appa¬ 
rently three main reasons for 
the abnormal incidence of po¬ 
verty in the State. One was the 
fact that north Bihar had no 
industry yet, except sugar. 
Secondly it was an over-popu¬ 
lated region. And lastly its 
rural economy was still deca¬ 
dent and anaemic. Referring 
to the State of National eco¬ 
nomy, Mr Birla identified the 
three major problems confron¬ 
ting the country as inflation, 
shortage of foreign exchange 
and recession. But the last 
one, he hoped, would not last 
more than four or five months. 


Com pany Notice 

The Calcutta Electric 
Supply Corporation 
Limited 

(Incorporated In England) 

7i % DEBENTURE STOCK 
1980 * 

INTEREST FOR THE HALF 
YEAR ENDING 14TH APRIL 
1975 

Notice is hereby given that 
Interest at the rate of Rs. 
38.75P (less Indian Income 
Tax) per Rs. 1,000/- of Stock 
will be paid on 15th April, 1975 
to Debenture Stockholders re¬ 
gistered in the Books of the 
Company on 2nd April 
1975. Applications for trans¬ 
fers received at the Company’s 
Office at Victoria House, Post 
Box 304, Chowringhee Square, 
Calcutta, upto 2nd April, 1975 
will, if otherwise satisfactory, 
be registered at that date for 
the purpose of participation in 
the above Interest. 

Debenture Stock Transfer 
Book will be closed from 3rd 
April, 1975 to 14th April, 
1975 both days inclusive. 

By Order of the Board, 
S.K. NIYOGJ 
Secretary 

VICTORIA HOUSE 
CALCUTTA-700001 
4th February, 1975 
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AFFAIRS 


Markets Buoyant 

Buoyant conditions were wit¬ 
nessed on the stock exchange 
during last week. The Finance 
minister, Mr C. Subramaniam’s 
optimistic note about the 
general economic situation 
and his remarks that the forth¬ 
coming budget would be 
production-oriented and would 
stimulate savings and invest¬ 
ment cheered up market 
sentiment. Coming close on 
the heels of the Finance 
ministry's assessment that 
it is the low return on equity 
following dividend ordinance 
that has caused slump in prices 
and scared away prospective 
entrepreneurs and underwri¬ 
ters of new issues, the Finance 
minister's statement was prom¬ 
ptly interpreted to mean a 
possible substantial relaxation 
in dividend curbs. With com¬ 
modity price index showing 
a decline investors were in a 
gay mood and hastened to 
lend support at rising levels. 
As a result share prices moved 
up briskly and closed at the 
week’s base levels. The turnover 
also broadened during the 
week, 

Dalai Street opened the week 
on a steady note with prices 
of leading equities fluctuating 
both ways in the first part of 
the week but moved up smartly 
towards the week-end on fran¬ 
tic short-covering and sustain¬ 
ed speculative buying support 
at all levels. The week con¬ 
cluded on a cheerful note. The 
Calcutta Stock Exchange ruled 
steady during the week under 
review with prices improving 
over a broad front. The turn¬ 
over also recorded a handsome 
rise with a large number of 
shares coming into business. 
There was improvement in the 
general sentiment in the Madras 
Stock Exchange during the 
week. Neither the power cut 


nor the prospect of a greater 
power cut seemed to affect the 
sentiment as the market was 
eagerly looking forward to 
a prod uction-cum- inves tmen t 
oriented budget for 1975-76. 

Larsen & Toubro 

Larsen and Toubro has re¬ 
ported commendable progress 
during the first nine months of 
the current financial year, with 
production, turnover and out¬ 
standing orders recording signi¬ 
ficant-improvements over the 
corresponding period of last 
year. The turnover during the 
period rose spectacularly to 
Rs 40 crores registering a jump 
of nearly 50 per cent over the 
figure of Rs 26.7 crores in the 
corresponding period of 1973- 
74. It is significant to note that 
the sharp rise in sales has 
stemmed more from a larger 
volume of sales than due to high¬ 
er prices on account of infla¬ 
tion. The company has fared ex¬ 
tremely well on the production 
front too. The volume of the 
output for the period amount¬ 
ing to Rs 26 crores as against 
Rs 17.5 crores in the same 
period of 1973-74, the increase 
being of the order of about 50 
per cent. The booking of or¬ 
ders has also .shown an en¬ 
couraging rise of 53 per cent 
over the preceding year’s level. 
The considerable improvement 
during the first three quarters 
of the current year thus ensures 
that the company despite po¬ 
wer cuts and raw material shor¬ 
tages will dose the year 1974- 
75 with a stronger base for 
further impressive growth and 
profitability. 

Baja) Auto 

Bajaj Auto has concluded an 
agreement with P.T. Tunes 
Bekasi Motor Company of 
Jakarta for the supply of 
know-how for the manufac¬ 
ture Of scooters and three- 


wheelers. The agreement covers 
a period of 10 years and 
production of a minimum 
of 230,000 scooters and 20,000 
three-wheelers during the period 
of the agreement. The com¬ 
pany will supply scooter and 
three-wheeler components in 
CKD condition. The company 
will earn foreign exchange 
equivalent to Rs 150 per scooter 
and Rs 300 for three-wheeler 
which will bring in Rs 4 crores 
by way of technical know-how 
fees. Much larger amount of 
foreign exchange wall be earned 
by way of exports of CKD 
packs. This is the first agree¬ 
ment by Bajaj Auto offering its 
technical collaboration to a 
foreign country. 

Meanwhile the company 
has concluded another agre¬ 
ement with Paijifa Industrial 
Company Limited of Taiwan. 
According to the terms of 
this agreement the company 
will provide technical know¬ 
how and export components to 
Taiwan for a period of 10 years. 
It is expected that the company 
would earn free foreign ex¬ 
change worth more than Rs 2.5 
crores over the period by way 
of technical fees alone. Be¬ 
sides a substantial amount of 
free foreign exchange would be 
earned by exporting during 
the period at least 125,000 
scooters in CKD condition to 
Taiwan. 

Siemens India 

Siemens India has embark¬ 
ed upon a major diversi¬ 
fication programme. It has 
received licences and letters of 
intent for dental units, vari¬ 
able speed drive systems, mo¬ 
tor control modules,' a new 
range of railway signalling 
equipment, AC synchronpus 
machines and DC machines. 
In addition to this, it has re¬ 
ceived ad hoc manufacturing 
licences for control equipment 


for power generation and trans¬ 
mission as well as power lines 
carrier communication termi¬ 
nals and accessories for IDA* 
financed state electricity board 
orders. The sharp improve¬ 
ment in the company's perfor¬ 
mance during the past few 
years has been mainly due to 
development of new product 
lines and expansion in the field 
of electronics, switchgear com¬ 
munication, X-ray equipment 
and medical engineering. 

Indian Aluminium 

The board of directors of 
Indian Aluminium Company 
Limited has recommended pay¬ 
ment of a dividend of Re 0.90 
per fully paid ordinary share 
which is within the ceiling 
imposed by the Companies 
(Temporary Restrictions on 
Dividends) Act, 1974. The new 
ordinary shares issued in 1974 
will be entitled to this dividend 
proportionate to the amount 
paid up on these shares on the 
date of declaration of the divi¬ 
dend. The directors have also 
recommended a dividend of Rs 
6.25 per preference share. The 
year 1974 was a difficult year 
for the company. Power cuts 
imposed on the company’s 
smelters reduced aluminium 
output by some 33,000 tonnes 
or almost a third of planned 
production, while prices of 
major raw materials and es¬ 
sentially all other costs rose 
by unprecedented amounts. 
Equipment procurement pro¬ 
blems hampered construction 
work on the second 10,000 
tonnes per annum capacity for 
pot room at Belgaum and it is 
now scheduled for completion 
by May 1975. 

For the aluminium industry 
in the country, as a whole, 
metal output in 1974 fell to the 
lowest level since 1968, essen¬ 
tially due to power shortages 
and, at the 1974 year end, about 
100,000 tonnes of effective 
capacity lay idle principally 
for this reason. The com¬ 
pany’s sales including excise 
duty totalled Rs 673 million 
in 1974 as compared to Rs 
600 million in 1973, Shipments 
of aluminium in 1974 were 
66,565 tonnes, of which elec¬ 
trical conductor and commercial 
grade metal accounted for 55 
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But the 
economics 
are even more attractive. 


From start to finish, the Godrej 
C 500 is the only fork lift truck 
that's been specifically designed foi 
fork lift operations. 

And any good engineer will bo 
eble to tell you what that means to 
your materials handling operations. 

GREATER OPERATIONAL FLEXIBILITY: 

With Godrej, you get constant- 
mesh gears and a fully automatic 
hydraulic transmission called 
Hydratork, at the core of which 
is a unique torque convertor which 
multiplies engine output 2.2 times. 
Unlike thr. conventional automobile 
transnues.ons other fork lift trucks 
have, this one is ideal for the 
typical start-stop-hfMower fork 
lift operation. 

OPTIMUM WORK FLOW: 

This remarkable transmission 
system lets you accelerate faster. 
You can stop faster too, because 
there's a 4.4.1 pre-reduction gear 
on the drive axle that boosts braking 
power and puts the greatest tractive 
power right at the wheels. 


You can even inch these tiucks 
forward at very low speeds white 
you lift heavy loads at high speeds. 

And that results in better point- 
to-point efficiency.. 

LESS DOWN-TIME: 

The transmission drive line com¬ 
ponents in a C 500 are rated for 
6 tonnes, though the trucks them¬ 
selves are rated for only 2 25 and 
3 tonnes. So »t has enough reserve 
strength to handle shock and impact 
overloads under which other trucks 
break down altogether. 

EASIER HANDLING: 

A Godrej C 500 is the easiest 
truck to drive. There's a device to 
ensure that heavy loads descend 
more slowly than light loads do, and 
the positive-action control levers 
are all mounted right on the cowl, 
where they're easiest to reach. 

AND A BITTER OUTPUT-COST RATIO: 

When you add up all the advan¬ 
tages. you'll find that the little extra 
you pay initially for superior 


technology ends up saving you a 
lot of money m the long run. 





csoo 

MKW 

jf - J FORKLIFT 

§r /© trucks 


Manufactured by: 

GODREJ ft BOYCE MFG. CO. PVT. LTD, 

Godrej Shaven. A A Moms Street. 

Fort, Bombay 400 001. 

In technical collaboration with Clark 
Equipment Company. U S.A.—world 
Nadars in materials handling equipment. 


MT-GB.80I0(A) 
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File your 
information 
down to 



with microfilm 

Microfilm will record your information permanently 
and store it safely in 2% of the space it takes on paper:, 
Reference to information is faster and surer too. For 
example the Kodak Instamatic Microfilm system can 
record 30,000 letter-size documents on a single roll o9 
Recordak Oatapak film at 200 documents a minute. 

With a high-speed retrieval terminal you can find die 
information you need in 30 seconds. 

;There are many forms of microfilm and one of them will 
^be just right for you. 

iTalk to Kodak soon; they probably have more experience 
.than anyone in designing microfilm systems. 

<PCpcfefc. Oatapak, Instamatic and Racardak an trademarks. 

I 

Kodak Limited . 
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K>r cent., Net profit aft$r pro¬ 
lusion for development, rebate 
(serve and taxes was Rs 34.0 
fillton in 1974 as against Rs 
■ 6.4 million reported in 1973. 

I he year’s net profit exceeded 
ijiat achieved in 1973 due to a 
najor reduction in tax provi¬ 
so arising out of tax holiday 
•eiicf on the initial stage of the 
[jelgaum smelter project. In 
arriving: at the 1974 net profit, 
provision has been made for 
Ks 17.8 million lor develop¬ 
ment rebate reserve and Rs 
8.2 million for taxes. The 
company’s register of members 
and share transfer registers 
will be closed from April 3 to 
23 , 1975, both days inclusive. 

Khandelwal Udyog 

Khandclwal Udyog proposes 
to amalgamate with the Acme 
Manufacturing Co. ltd. The 
scheme of amalgamation, which 
h at present before the share¬ 
holders, suggests that one equity 
share of Rs MX) of the Khandel¬ 
wal Udyog will be treated on 
par with one fully paid up 10 
per cent cumulative redeem¬ 
able third preference share of 
j Rs 100 and 15 fully paid up 
| equity shares of Rs 10 each of 
| the Acme Manufacturing Co. 

! Ltd. The amalgamation is 
! .limed at achieving the best use 
| of the resources available with 
I both the companies. Acme has 
a large machining facility, tool 
room, assembly facilities and is 
situated in a strategic location 
not too far away from Khan¬ 
dclwal Udyog. As the facilities 
at Khandelwal Udyog are 
limited, it has to off-load large 
1 volume of orders on hand. The 
amalgamation is expected to 
solve this problem. 

ICICI 

The net profit of the In¬ 
dustrial Credit and Invest¬ 
ment Corporation of India 
(ICICI) after providing for 
depreciation, taxation, etc. 
amounted to Rs 244.82 lakhs 
in 1974 as compared to Rs 
219.53 lakhs in the preceding 
year. The directors have re¬ 
commended a dividend (sub¬ 
ject to deduction of tax) at 
the rate of 10 per cent per an¬ 
num on the face value of the 
equity shares in proportion to 
the amount paid up or at such 
lower rate (which at present 


works out to. 6.5 per cent) as 
may be permissible tinder the 
provisions of Companies (Tem¬ 
porary Restrictions on Divi¬ 
dends) Act, 1974, applicable 
at the date of declaration of 
dividend by the shareholders. 

Gammon India 

In order to off-set the effect 
of lean cycles in the construc¬ 
tion business. Gammon India 
Ltd proposes to diversify its 
activities. The company has 
formulated plans for the manu¬ 
facture of large diameter im¬ 
pellers for a installation in 
cooling towers required for in¬ 
dustrial plants and power sta¬ 
tions. The design of impellers 
is already in an advanced stage. 
The necessary registration for 
instituting it as a commercial 
activity, has been received 
from the Directorate General 
of Technical Development. 
The purchase of land at Badlu- 
pur near Bombay from 
M.S.I.D.C. has been completed 
and the preliminary arrange¬ 
ments for the construction of 
the premises has been initiated. 
The funds required for this 
purpose will be raised partly 
from the company's resources 
and partly from the financial 
institutions, banks and others. 

Polygas 

Polygas which is setting up 
an oxygen plant at Bhavana- 
gar (Gujarat) expects to start 
trial production by May and 
commercial production by June 
1975. The company has also 
received an import licence for 
cylinders and arrangements are 
being made to import the cy¬ 
linders well before the plant 
is commissioned. The com¬ 
pany made a public issue of 
1.5 lakh equity shares of Rs 
10 each at par in October 

1972. At that time it was en¬ 
visaged that the oxygen plant, 
to be imported from Russia 
on deferred payment basis and 
on rupee payment terms, would 
go on stream by the end of 

1973. The company is now 
getting its plant from Indian 
Oxygen. 

Unit Trust 

The sale and repurchase 
prices of the units of the Unit 
Trust of India were raised by 


five paise each to Rs 10.55 and 
Rs 10.25 per unit respectively 
with effect from February 14 

News end Notes 

After a spell of about four¬ 
teen years, Indian ships will 
now once again be calling at the 
Portuguese ports and m.v. 
Jalapalaka owned by The 
Scimtta Steam Navigation Co. 
Ltd, is presently in Lisbon 
loading a parcel of corkwood 
and generals for Bombay. 
This is the first Indian vessel to 
call at a Portuguese port after 
l he rc-establishment of diplo¬ 
matic relationship between 
India and Portugal. 

The Indian Farmers Fertiliser 
Cooperative Ltd is a unique 
venture. It was registered as a 
multi-unit cooperative society 
on November 3, 1967. Within 
its short period of existence it 
has become well known to the 
farming community. This has 
been achieved by a unique com¬ 
bination of promotion and 
service which characterises 
its marketing operations. As a 
marketeer of fertiliser. 1FFCO 
has a special advantage, being 
part of a widespread coope¬ 
rative system. It is owned by 
cooperatives and according 
its founding principles its pro¬ 
ducts are marketed only 
through cooperatives. 

The IFFCO complex has 
its two plants at Kalol 
and K and la in Gujarat. 
The Kalol plant is an 
ammonia-urea plant with 
a designed output of 396,000 
tonnes of urea per annum. The 
Kandla plant, an NPK plant, 
has an output of 375,000 ton¬ 
nes of NPK per annum. To¬ 
gether, they form what was 
initially conceived of as a single 
unit, which was later separated 
into two with different loca¬ 
tions for technical and econo¬ 
mic reasons, the major consi¬ 
deration being the possibility 
of using natural gas available 
from the Kalol gas field. Part 
of ammonia produced at Kalol 
is transported to Kandla by 
tank cars which consitutes 
a special characteristic of the 
IFFCO operations. IFFCO 
proposes to set up two pro¬ 
jects in the fifth Plan. The 
ammonia-urea complex with 


a capacity of five lakb tonnes of 
urea per annum will tit built 
at Phulpur, near Allahabdd, 
with an investment of Rs 160 
crores. The special facilities 
at Kandla port are being made 
use of for constructing a phos¬ 
phoric acid plant and for the 
expansion of the exiting NPK 
plant capacity to 900,000 ton¬ 
nes per year. These will cost 
about Rs 65 crores. 

New Issues 

L.G.BaIakrishnan& Brothers 

Ltd is offering equity shares 
worth Rs 24 lakhs in shares 
of Rs 10 each for cash at par 
for subscription. Out of this 
169,(XX) equity shares are 
offered by way of public issue 
and the remaining 71,000 shares 
arc being offered for sale by 
the existing shareholders. The 
subscription list opens on 
February 24 and will close on 
March 5 or earlier but not be¬ 
fore February 26. The com¬ 
pany is engaged in the manu¬ 
facture of a wide range of en¬ 
gineering goods such as auto¬ 
motive roller chains, industrial 
roller chains, automobile bus 
and lorry bodies and reclai¬ 
med rubber. The yompany 
also runs fleet of passenger 
buses and has an automobile 
parts trading and service busi¬ 
ness. It proposes to estab¬ 
lish production of additional 
items such as chain tensioners 
and sprockets. It also proposes 
to expand the production and 
sale of roller chains and re¬ 
claimed rubber to the licensed 
capacity available. For these 
purposes a total capital in¬ 
vestment of Rs 20 lakhs is en¬ 
visaged. The proceeds of the 
present issue will provide 
a part of the resources requi¬ 
red for the implementation of 
these schemes. 

Hindustan Bulk Carriers, a 

new shipping venture by Chow- 
gules will be entering the capi¬ 
tal market shortly with a pub¬ 
lic issue of Rs 194 lakhs com¬ 
prising 13,40.000 equity shares 
of Rs 10 each and 60,000 (11 
per cent) cumulative redeem¬ 
able preference shares of Rs 100 
each at par. To start with the 
company proposes to acquire 
one large bulk carrier of 64,000 
DWT for which an order has 
been placed with Cockerilj 
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Shipping Yards, Hoboken, 
Belgium, The same yard had 
recently delivered a bulk car¬ 
rier to Chowgule Steamships. 
The vessel is priced at 735 mil¬ 
lion Belgium Franc, about Rs 
15.98 crores. It is scheduled for 
delivery in October 1976, 

Guidelines for 
Shareholders 

The National Forum of 
Shareholders has circulated for 
general information certain 
guidelines for shareholders ask¬ 
ing questions at annual general 
meetings. The guidelines are 
as follows: 

Directors’ Report should 
state the nature of the working 
of the company after the 
close of the accounting year, 
the date of the Directors’ 


company can run unless these 
factors are properly and ade¬ 
quately overcome. 

Where the reserves are more 
than the paid-up equity share 
capital and if the earnings are 
good and stipulations of the 
government are satisfied, the 
management should be pres¬ 
sed to issue bonus shares. 

Sole selling agency for items 
which are in short supply and 
command a large premium 
such as paper, cement, vege¬ 
tables, rubber goods etc. should 
not normally arise. If certain 
commission is paid to agents 
etc., it should not normally go 
beyond the percentage of rise 
in turnover. 

Increase in expenses under 


Capital commitments to be 
looked into to find out the pro¬ 
gress of expansion schemes and 
profitability of the same. 

Promises, announcements 
and expectations made in 
the prospectuses or last year’s 
Director’s Reports should be 
enquired into and reasons for 
not fulfilling them should be 
called for. 

Shareholders should ask for 
giving/circulation of replies 
to the queries raised by the 
members through post even if 
the querist is not present at the 
meeting. 

In regard to public deposits, 
Directors’ Report should re¬ 
veal the information of total 
expenses incurred including in¬ 


centives to depositors commis 
sion paid to Deposit Broker: 
as in many cases these expense: 
are as high as 10 per cent o: 
the deposits received with th< 
result that the interest coupkc 
with these expenses are mor< 
than 25 per cent per annuir 
which is a very high figure. 

Income-tax assessments an< 
amounts disallowed to be en 
quired to find out excess ex 
penditure incurred by the com 
pany which entails double pay 
ment of income-tax. 

List of top 10 shareholders bi 
obtained to find out the actua 
controlling interests and the 
changes that have taken placi 
during the year. 

Disposal of assets particu 


Report giving specific figures 
of turnover as compared to the 
same period together with the 
trends in profitability. The 
outlook for the remaining 
months and the whole year 
should be enquired at the 
meeting. 

Directors’ Report has to be 
examined whether it deals with 
any controversial subject, any 
scheme for diversification, issue 
of right or bonus shares. These 
matters should be got fully 
elucidated by drawing atten¬ 
tion to these points. 

Special business in the notice 
may be looked into carefully to 
ascertain whether the changes 
arc in the best interests of 
the company as also not pre¬ 
judicial to the interests of the 
shareholders. 

Whenever relatives are to be 
appointed on remunerative 
posts, their age, experience, 
special qualifications have to 
he enquired into. 

Details of donation made 
should be called for when the 
amount is high in relation to 
the net profits of the company. 

Production and sales charts 
indicating quantity and value 
have to be examined with refer- 
rence to last year's performance. 
Reasons for declines, if any, 
have to be asked for. Mere 
“Load Shedding" “Labour 
Trouble” should not satisfy as 
these are common factors. No 


various heads as compared to 
last year should not normally 
vary beyond the percentage of 
increase in turnover and in¬ 
flation rate. Any excess should 
not only be got explained but 
a rigid control on them in the 
future should be insisted. Ex¬ 
penditure under head “Misce¬ 
llaneous Expenses” has to be 
enquired into and details asked 
for, if the amount is high. 

Fall in receipts under diffe¬ 
rent items should similarly be 
enquired into. 

Increase in the cost of pro¬ 
duction should be reflected in 
increase in sale price. This can 
be checked by comparing the 
profit margins i.e., percentage 
of sales to cost of consumption 
of raw materials for two con¬ 
secutive years. 

Average rates of closing stock'* 
of each item of production 
sale should be compared with 
average rates of opening stock 
and sale. Wide disparities 
in the revaluation should be 
brought to the notice of the 
company for proper elucidation 
since under-valuation of the 
closing stock will result in lo¬ 
wer profits. 

Compare the profitability 
with companies of similar na¬ 
ture. If the profit on capital 
employed (Paid-up capital & 
reserves) is lower, reasons 
should be asked for. 


Dividends 


(Per cent) 


Name of the company 

Year ended 

Equity dividend dec¬ 
lared for 

Current Previous 
year year 

Higher Dividend 

Herbertsons 

March 31, 1974 

10.00 

4.00 

Precision Bearings India 

August 31, 1974 

12.0 

10.0 

Same Dividend 

Chitavalsah Jute Mills 

July 31, 1974 

Nil 

Nil 

J.K. Steel 

June 30, 1974 

Nil 

Nil 

Reduced Dividend 

Champarun Sugar 

June 30, 1974 

Nil 

15.0 

National Insulated 

Cable 

March 31, 1974 

4.0 

8.0 

Calcutta Chemical 

June 30,1974 

2.0 

10.0 

Carona Sahu 

April 30, 1974 

Nil 

5.0 

Walchandnagar In¬ 
dustries 

Sept 30, 1974 

7.7 

12.0 

Kirloskar Asca 

Sept 30, 1974 

Nil 

5.0 

Fit Tight Nuts and 

Bolts 

Sept 30,1974 

12.0 

19.0 

Associated Bearing 

Dec, 31, 1974 

9.5 

22.0 
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iarly plant and machinery 
should be viewed with concern 
old plant and machinery is 
generally imported and at times 
their sales will fetch more 
than book value, Hence, there 
should not normally be loss 
unless it is established that 
items became obsolete. Then 
j also it may be enquired as to 
w hom they were sold, whether 
i to a company having same kind 
of production or to a concern 
under the same management. 
When production is below the 
licensed and installed capaci¬ 
ties, the reasons why the pro¬ 
duction cannot be enhanced 
should be enquired. 

The expenses incurred by the 
directors and executives of the 
company on their club bills, 
club subscriptions/fecs, enter¬ 
tainment expenses otherwise 
spent not through the clubs, 
especially in case of those who 
are relatives of directors and 
are appointed under Section 
314 of the Companies Act 
should also be enquired into. 

Details of deposits and loans 
given by the company to others 
may be enquired into to find 
out the rate of interest earned 
and the relation of parties with 
the management. 

I 

Details of investments in the ] 
shares of other companies 
should be thoroughly probed 
into as in most cases these arc 1 
made in the concerns under the 
same management/group. The 
rale of return and reasons for 
such investments, particularly 
when they are borrowed funds 
should be enquired. 

Jf the meeting has been con¬ 
vened later than the prescribed 
period, reasons lor the same 
should be enquired and it 
should also be enquired as to 
whether necessary permission 
from the Registrar of Com¬ 
panies has been obtained for 
the same and if not, why and 
who is responsible for the de¬ 
fault. 

During the dividend freeze 
period, proper explanation cal¬ 
led for as to how the surplus 
funds ofthecompany have been 
utilised. Demands for their 
productive utilisation should 
made, . 
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STATISTICS 

IMF progress 
report on 
oil facility 


Discussions have begun with 
major oil exporting countries on 
loans to finance the Interna¬ 
tional Monetary Fund’s Oil 
Facility in 1975. The Oil Faci¬ 
lity was established on June 
13, 3974, for a period ending 
December 31, 1975. It is 

designed to assist member 
countries in payments difficul¬ 
ties resulting from the initial 
impact of increased costs of oil 
imports. To finance the Oil 
Facility arrangements for 1974, 
the Fund borrowed the equi¬ 
valent of 3.05 billion Special 
Drawing Rights (SDRs) from 
nine governments and mone¬ 
tary authorities, mainly of 
major oil exporting countries. 
Until end-January 1975, 34 
member countries had drawn 
the equivalent of SDR 1.9 bil¬ 
lion under the Oil Facility. 
Member countries can submit 
requests for purchases under 
the 1974 Oil Facility until 
February 28, 1975. 

Thereafter, the Oil Facility 
will be continued on an enlar¬ 
ged basis through 1975. The In¬ 
terim Committee at its recent 
Washington meeting concluded 
that a total of SDR 5 billion 
should be sought to finance 
the Oil Facility in 1975, and that 
any unused portion of the loans 
negotiated in 1974 should be 
available in 1975. 

to ■ 

In view of the need to help 
the33 ‘'most seriously affected” 
countries, the Interim Commi¬ 


ttee agreed that the burden 
of interest payable by this 
group of countries to the Fund 
for their drawings under the 
Oil Facility should be reduced. 
A special account is to be es¬ 
tablished with contributions 
from oil exporting and indus¬ 
trial countries. The Fund will 
administer this account and 
make payments to the most 
seriously affected countries 
from it in order to reduce their 
effective interest rate by an 
amount calculated at about five 
percentage points. 

The Interim Committee ag¬ 
reed that, subject to satisfac¬ 
tory amendment of the articles, 
the total of present quotas 
should be increased by 32.5 
per cent and rounded up to 
SDR 39 billion, and that the 
share of the major oil exporters 
as a group should be doubled 
while the collective share of 
all other developing countries 
should not be allowed to fall 
below its present level. 

Draft amendments of the 
Articles of Agreement are being 
prepared by the Executive 
Directors on the following sub¬ 
jects. 

(i.) the transformation of the 
Interim Committee into a per- 


floating of currencies in parti¬ 
cular situations, subject to ap* 
propriate rules and surveillance 
of the Fund. 

(v) arrangements for gold. 

In this context, it was con¬ 
cluded in the Interim Commi¬ 
ttee that the official price for 
gold should be abolished and 
obligatory payments of gold by 
member countries to the Fund 
should be eliminated; much 
progress was made in moving 
toward a complete set of agreed 
amendments on gold, including 
the abolition of the official 
price and freedom for national 
monetary authorities to enter 
into gold transactions under 
certain safeguards. 

Draft amendments on these 
matters together with agreed 
proposals for the quota in¬ 
creases arc expected to be sub¬ 
mitted to the Interim Commi¬ 
ttee at its next meeting in the 
early part of June 1975, in 
Paris. 

As new loans are being 
sought from the oil exporting 
countries, their international 
reserves (foreign exchange, 
gold, Special Drawing Rights, 
and reserve positions in the 
Fund) have reached very high 
levels due to continued large 
receipts for oil shipments. At 
the end of November 1974, 
the reserves of these countries 
as a group had reached an 
equivalent of about SDR 36 
billion as compared to SDR 
12.1 billion at the end of 1973. 
According to the latest data in 
the current issue of Inter¬ 
national Financial Statistics , a 
monthly publication of the 
IMF, the largest reserves among 


manent council which woui&^the oil exporting countries were 
have decision-making author!- held by Saudi Arabia; they 


ty; 

(ii) improvements in the ge¬ 
neral account, which would 
include elimination of the obli¬ 
gation of member countries to 
use gold to make such pay¬ 
ments to the Fund as quota 
subscriptions and repurchases: 

(iii) improvements in the 
characteristics of the SDR; 

(iv) provision for.stable but 
adjustable par values and the 


amounted to SDR 11.7 billion 
at tiW&nd of 1974, as compared 
to SDR 3.2 billion at the end of 
1973. 

Other major oil exporting 
countries with large reserves 
are Iran with an equivalent of 
SDR 6.85 billion at the end of 
1974 as against SDR 1,03 bil¬ 
lion a year earlier, Venezuela 
with SDR 5.33 billion against 
SDR 2.01 billion, Nigeria with 
SJDR 4.6 billion against SDR 
0.49 billion, the Libyan Arab 


Republic with SDR 2.95 against 
SDR 1,7$ billion, Kuwait With 
SDR 1.14 billion against SDR 
0.42 billion, and Iraq with SDR 
2.67 billion at the end of 
November 1:974 as against SDR 
1.29 billion at the end.of 1973, 

Some oil exporting countries, 
particularly those with rela¬ 
tively large domestic economies, 
are beginning to experience a 
slower growth of their reserves 
since an increasing share of 
their export earnings is being 
used to pay for a rapidly ex¬ 
panding inflow of imports. 
Algeria’s reserves’ for example, 
rose from the equivalent of 
SDR 0.95 billion at the end of 
J973 to SDR J.67 billion at the 
end of the third quarter 1974, 
but then declined to SDR 1.38 
billion at the end of the year; 
similarly, Indonesia’s reserves 
went up from SDR 0.67 bil¬ 
lion at the end of 1973 to SDR 
1.7 billion at the end of October 
1974 and fell subsequently to 
SDR 1.22 billion at year’s end. 

The important and increas¬ 
ing flow of resources from the 
oil exporting countries to other 
developing countries and to 
international financial institu¬ 
tions was recognized by the 
Joint Fund/Bank Development 
Committee which met in 
Washington on January 18. 
But anxiety was expressed that 
adequate financing might not 
become available to cover the 
very large aggregate current 
account deficits, of the order of 
USS 30 billion, in prospect for 
the non-oil exporting Jess de¬ 
veloped countries in 1975. In 
1974, their aggregate current 
account deficit had reached an 
already high level of about 323 
billion. 

Total international reserves 
of all less developed countries 
including the oil exporters rose 
from an equivalent of SDR 37 
billion at the end of 1973 to 
SDR 62.5 billion at the end of 
November 1974. After exclu¬ 
sion of the oil exporting count¬ 
ries from this group,however, a 
much smaller rise in reserves is 
shown for the remaining less 
developed countries — from 
SDR 25 billion to SDR 26.6 
billion. 

The industrial countries m 
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a group registered an increase 
in their international reserves 
: from the equivalent of SDR 
i 95.35 billion at the end of 1973 
! to SDR 98.19 billion at the end 
of 1974, The largest reserves 
are held by Germany, totalling 
SDR 26.72 billion at the end of 

A profile of 
Kandla Free 
Trade Zone 

Location : On India's west 
coast, 9.5 km away jfrom 
Kandla port, a modern major 
port five km. from Gandhi 
dham port town, the Kandla 
Free Trade Zone (KAFTZ) is 
situated in a total acquired 
area of 284 hectares. Ini¬ 
tially 130 hectares were de¬ 
veloped to house the industrial 
units. Further expansion is 
well provided for. 

Transport : Air - port : At 
Bhuj, 65 km distant, Proposed 
air-link at Kandla 14 km dis¬ 
tant; Docks: At Kandla port, 
9 km distant; Roads National 
highway No. 8A passes through 
the Zone; and Railway : A 
meter gauge siding connects 
the Zone with the railway sta¬ 
tions. Direct link with Bombay 
and Delhi. Broad Gauge link 
with Bombay from Gandhid- 
ham, only 5 km away. 

Power Supply: 16 Megawatts 
per day both in low and high 
tension from Gujarat Electri¬ 
city Board,* Kandla Thermal 
Station. 

Power Rates: Rs 11 (US$ 

1.51) per KW per month above 
500 KW demand charge. The 
avrage charge at 5,00,000 units 
per month is about Rs 16.70 
paise (US $0,021) j>er unit. 
Lowering of power tariff under 
consideration. 

Water Supply: (Adequate 
supply of good grade water 
from the Viri High Service 
Reservoir of Kandla Port Trust. 

Water Rates: (Per 1,000 litres, 

ttartftti mxmtma 


1974 against SDR 27.48 bil¬ 
lion at the end of 1973, the 
United States with SDR 13.12 
billion against SDR 11.92 bil¬ 
lion and Japan with SDR 11.04 
billion against SDR 10.15 bil¬ 
lion. 

—Courtesy : IMF 


40 Paise ($0.0533) for first one 
lakh litres. 50 Paise ($ 0.0666) 
for over one lakh and upto 
three lakh litres, 60 Paise 
($0.0800) for over three lakh 
and upto six lakh litres, 65 
Paise ($ 0.0866) for any 
additional quantity over six 
lakh litres. 

Communication ; Telephone 
and telegraph facilities already 
available. Telex to be installed 
shortly. 

Banking: In addition to the 
commercial banks operating 
at Gandhidham, Stale Bank 
of India, Bank of Baroda and 
Dena Bank have branch units 
in the Zone. 

Man-Power: Plenty of un¬ 
skilled and semi-skilled labour 
supply. The Zone administra¬ 
tion assists in getting technical 


and managerial man-power 
from the state institutions. 

Wages: Wages compare fa¬ 
vourably with the rest of India 
as well as with countries like 
Japan, USA and other coun¬ 
tries in Asia. 

Factory Space/Land : Space is 
available for approximately 
200 industrial units in KAFTZ. 
16 industrial sheds having a 
floor area of 18x9 sq. metres 
with an identical open space 
have been developed in the 
Zone and construction of about 
16 sheds is underway. 185 
plots ranging from 1650 sq. 
mtrs. to 52,000 sq. mtrs and 
allotted on 30 years lease for 
construction of a factory on 
payment of ground rent of 
0.50 ps. per sq. mlr per 
annum. 

A Package of Additional Con¬ 
cessions: 

(1) There is no restriction on 
the line of manufacture so long 
as it is 100 par cent export ori¬ 
ented and is not reserved excl¬ 
usively for public sector, items 
banned in the rest of the coun¬ 
try can also be imported with 
a few exceptions. 

(2) Duty free import of capi¬ 


tal goods and equipment from 
preferred sources. 

(3) Import licences granted to 
meet the raw material re¬ 
quirements for buffer stock 
upto 12 months. 

(4) Exemption from customs 
and additional (counter-vail¬ 
ing) duty on consumable, raw 
materials, components, spares, 
tooling and packaging mate¬ 
rials imported. 

(5) Exemption from Central 
Excise Duties and other levies 
on products manufactured with¬ 
in the Zone. 


(6) Exemption from Central 
Excise Duties of specified excis¬ 
able indigenous raw materials 
brought into the Zone. 

(7) Capital goods, equip¬ 
ment, raw materials, compo¬ 
nents, spare, tooling and 
packaging materials supplied 
to the Zone from the rest of the 
country are likely to be treated 
as exports and will be eligible 
for all the concessions such as 
cash assistance, duty draw¬ 
backs etc., as arc available to 
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The aplendhi fleet of indie Steamship Co. 
is holding high Indie's name in different 
ports of the World for speed and efficiency. 
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units in the Domestic tariff 
Area exporting out of India. 

(8) Transport Subsidy equal 
to one per cent of the f.o.b. 
value of exports. 

(9) Finance at a concessional 
rate available from Gujarat 
State Financial Corporation, 
Gujarat Industrial Investment 
Corporation etc. 

(10) Raw materials, machi- 
chery, components, packaging 
materials etc., brought into the 
Zone are exempted from levy 
of tax under the Gujarat Sales 
Tax Act. 

(11) On merits, special facili¬ 
ties of blanket permits of fo¬ 
reign exchange for visits ab¬ 
road for export promotion with¬ 
out any condition of export per¬ 
formance. 

(12) Being away from the 
municipal limits no municipal 
taxes and no octroi duty. 

In short, a numbet of 
bene fits accrue by locating 
industry in KAFTZ : lo¬ 
west rent in the country, lower 
wage levels,cheaper production, 
a favourable import policy, an 
unfailing supply of power and 
water, and highly skilled and 
capable man-power. KAFTZ 
also helps in developing 
export markets and locating an¬ 
cillary units outside the Zone. 

Foreign Investment 

(i) Non-residents of Indian 
origin or otherwise will be per¬ 
mitted to make investments in 
any form or organisation that 
they like. They will be free to 
make investments in Indian 
Joint Stock Companies, partner 
ships or proprietorships. 
KAFTZ is free from the 
restrictions on investments in 
partnerships and proprietor¬ 
ships etc., applicable elsewhere 
in the country. 

(ii) Whilst 100 per cent 
foreign companies and their 
subsidiaries or joint ventures 
involving foreign equity are not 
ruled out in the Zone, it is ex¬ 
pected that this will be for 
items where technological skills 
and marketing capabilities whi¬ 
ch these units possess are only 
needed. Such proposals for 100 
percent foreign ownership units 
or joint ventures involving ma¬ 
jority equity will have to be con¬ 
sidered on a case by case basis. 


(iij) Investment in purely 
trading commercial activities 
' will be permitted in KAFTZ. 
The provision under which fo¬ 
reign investment is not allowed 
in certain types of industries 
where foreign technical know¬ 
how and capital are not con¬ 
sidered essential will not apply. 
Thus, there will be no bar in 
setting up an industry on the 
ground that foreign technical 
know-how and capital arc not 
essential for the purpose. 

(iv) There is no stipulation 
that the non-resident entre¬ 
preneurs should progressively 
associate resident Indian parti¬ 
cipation. 

(v) Capital investment in the 
government approved pro¬ 
jects, as in the case of units in 
KAFTZ, may be repatriated at 
any time to the extent of origi¬ 
nal investment. Aliy part of 
the profits derived from in¬ 
vestments and ploughed back 
into projects with the approval 
of the government will be trea¬ 
ted as investment for the pur¬ 
pose of permitting repatriation. 

(vi) There are no restrictions 
on remittance of profits or divi¬ 
dends earned by foreign in¬ 
vestors from their investments 
in India. The remittance is, 
of course, allowed only after 
deduction of tax due. There 
are, however, certain restric¬ 
tions on 100 per cent foreign 
owned companies in regard 
to drawal from reserves to de¬ 
clare dividends. In such cases 


Reserve Bank of India should 
be satisfied: 

(1) that the reserves have 
been drawn upon only for 
maintaining the dividend quan¬ 
tum on the average of previ¬ 
ous five years or 10 per cent 
of the paid up capital, which 
*cver is more; 

(2) that the drawal on reser¬ 
ves does not exceed 10 per cent 
of the total of the paid up capi¬ 
tal and free reserves of the com¬ 
pany at the beginning of the 
year; and 

(3) that the balance of free 
reserve left after the drawal 
does not fall below 15 per cent 
of the total of paid up capital 

. and reserves as in (2) above. 

(vii) Foreign exchange hold¬ 
ings will be permitted to be 
brought into KAFTZ. Each 
applicant will have to maintain 
a separate non-resident account 
in respect of his operations in 
"KAFTZ. 

(viii) Plant and machinery 
needed for setting up convert¬ 
ing or manufacturing facilities 
for exports will be permitted 
freely and Customs Clearance 
Permits issued for import of 
the same against applicant's 
own foreign exchange without 
requiring any clearance from 
the Directorate General of Te¬ 
chnical Development. Clea¬ 
rance from indigenous availa¬ 
bility angle will, however, be 
necessary while considering 
applications* for import li¬ 
cences (as distinct from CC'P) 


for capital goods, where the 
party is unable to provide fo¬ 
reign exchange from his own 
sources. 

(x) If the type of industry 
such that India is a net im¬ 
porter of the manufactured 
products, the parties may be 
permitted to sell such goods in 
India against valid general cur¬ 
rency area import licence. 

Custom Clearance: A stream¬ 
lined procedure has been adop¬ 
ted for clearing goods imported 
into or exported out of KAFTZ. 

Imports and Exports: For qu¬ 
ick clearance of import licences 
there is an office of Controller ol 
Imports & Exports located in 
the Zone. A representative of 
Export Inspection Agency is 
also in the Zone to assist in 
statutory export inspection for¬ 
malities. 

Disposal of Sub - standard 
Goods, Scrap and Waste: Pro¬ 
ducts manufactured in KAFTZ 
meant exclusively for export will 
not be allowed entry into the 
home market, but substandard 
scrap/waste etc., emanating 
from the KAFTZ units will be 
permitted to be taken out to the 
Domestic Tariff Area on certain 
conditions, on payment of ap¬ 
propriate duty. 

Construction: The Develop¬ 
ment Cornmis- sion and the 
KAFTZ administration will 
render all assistance in the 
form of getting clearance of 
cement, steel, etc., to the units 
for construction in the Zone. 
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(xvtii) U.K. India (Bhopal) Credit* 1964 
(arix) First Five Year Plan Credit. 1964 

(xx) 2nd General Credit, 1964 

(xxi) 2nd Bhopal Credit* 1964 

(xxit) 2nd Five Year plan Credit, 1964 
(xxiii) 3rd Five Year Plan Credit, 1964 
(xxiv) 4th Five Year Plan Credit, 1964 
(xxv) 5th Five Year plan Credit, 1964 
(xxvi) 6th Five Year plan Credit, 1964 
(xxvii) Third U.K. General Credit, 1964 (Kip¬ 
ping II) 

(xxviii) U.K. General Credit, 1965 
(xxLx) U.K. Five Year Plan Credit, 1965 
(xxx) 2nd U.K. General Credit, 1965 
(xxxi) UK General Purpose Credit, 1965 
(xxxil ) Non-Project Loan (lllrd Kipping) 1965 
(xxiii ) First Bhopal Credit, 1966 
(xxxiv) Sindri Loan, 1966 
(xxxv) Non-Project Loan, 1966 (IVth Kipping) 
(xxxvi) Second Bhopal Credit, 1966 
(xxx vii) General Purpose Loan, 1966 
, (xxxvtil) Food Emergency Loan, 1966 
(jcxxuc) 2nd Non-Project-Credit, 1966 
(jc/) Non-Project-Crcdit, 1967 
(xii) Debt Refinancing Credit, General 
Purpose, 1967 

(xlit) General Purposes (1967) 

(xliii) General Purposes (1968) 

(xliv) Debt Refinancing 
(A) Lazard Brothers 
(c) Barclays Bank 


/.—Loans from Canada : 

(f ) Wheat Loan I 
(//) Wheat Loan IT 

(Hi) Diesel Locos for Indian Railways 

(iv) Indalco Expansion 

(v) Rana Pratap Sagar Hydro Electric Project 

(vi) Rajasthan Atomic Power Project (Candu 
Atomic Power Project) 

(vii) Wind Tunnel Project 

(viii) Durgapur Alloy Steel Project (Amco Furnace) 

(ix) Kota Dam Hydro Electric Project 
(,t) Rajasthan Atomic Power Staiion (Phase 11) 
(xi) Diesel Locos for Calcutta Port 1966 


r Loans from Federal Republic of Germany : 

(/) D.M. 660 million Rourkelu Credit 
(ii) D.M. 168 million Credit 
(Hi) First D.M. 125 million Credit 

(iv) Second D.M. 125 million Credit 

(v) D.M. 98 36 million Credit, 1961- Rour- 
kekt Prolongation Credit (Firstj 

(vi) D.M. 230 million Credit, 1961—Rourkela 
Prolongation Credit (Second) 

(vii) D.M. 100 million Credit, 1961 

(viii) D.M. 85 million Credit, 1962—Rourkela 
Prolongation Credit (Third) 

(ix) D.M. 100 million Credit. 1962 

(x) D.M-,61 -4 million Credit (for Rourkela 
Refinancing) 

(xi) D. M. 90 million Credit .1965 

(xii) D.M. 93 *6 million Credit, 1965 (Consoli¬ 
dation of Rourkela Liabilities) 

(xiit) D.M. 170 million Credit, 1963 
(*<V) D.M. 107 million Credit, 1963 
(xv) D.M, 396 million Credit, 1963 
(xvt) D.M. 4 million Credit, 1963 
(xvii) D.M. 82 million Credit 
(xviii) D.M. 40 million Credit (Specialised Pro¬ 
ject!) 
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1.24(b) 

1.43(b) 

1.58(b) 


29,25 

68.4J 

24,27 

16,82 

19,82 

21,80 

24,15 

29,16 

29,35 

32,45 

1,64 

6,58 
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(b)88 

(b)92 1.110(b) 

1,64 

9,53 

1,55 

1,71 

92 

2,12 

2,54 

2,54 

5,91 

5,95 

7,32 

5,58 

72,06 





1,64 






2,86 

13,64 

1,50 

1,64 

1,64 

1,64 

1,64 

1,64 

1,64 

IM 


U4 

5,00 

1,65 

1,72 

1,72 

1,72 

K72 

1,72 

1,72 

1,72 

... 


7,05 

2,35 

2,56 

2.56 

2.56 

2,56 

2,56 

2,56 

2,56 

... 

11,71 ’ 



... 


... 



... 



13,69 

13,21 

1,86 

3,48 

4,10 

4,10 

4,10 
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6,53 
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94 
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96 
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6,75 

1,57 
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1,64 
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1,64 

1,84 
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1,52 

1,52 
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1,52 
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1,34 

1,40 

1,40 

1,40 

1,40 
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1,40 

1,39 
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67 

3,17 

1,10 

1,15 

M5 

1,15 

1,15 

1,15 

1,15 

1,15 


35 

3,50 

1,15 

1,20 

1,20 

1,20 

1,20 

1,20 

1,20 

1,20 



2,25 

2,46 

2,46 
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2,46 

2,46 

2,46 

2*46 

2,46 



2,00 

2,10 

2,19 

2,19 

2,19 

2,19 

2,19 

2,19 

2,1.9 



4,95 

5,18 

5,41 
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5,41 

5,41 
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65 
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30 
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* Due to revaluation of DM from 6-3-1961, the actual amount repaid or to be repaid is more than the amount actually drawn. 
Exchange variations. 
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Qtix) D.M. 40 million, 1964 
(xx) D.M. 218 1 million, 1964 
(**/) D.M. 74 million, 1963 
(xxlti) D.M. 6 41 million Credit, 1965 
<pexiv ) D.M. 52* 16 million Credit, 1967 
Ocxv) D.M. 58*64 million Credit, 1969 
(xxvi) D.M. 62 million Credit, 1969 
Qexvii) D.M. 76 *3 million Credit, 1970 
(xxviii) D.M. 23 *5 million Credit, 1965 
(xxix) D.M. 12 million Credit, 1961 
(xxx) D.M. 10 million Credit, 1965 
(xx: d) D.M. 60 million Credit, 1966 
(xxxli) D.M. 18 million Credit, 1966 
(ax*//*) D.M. 7 -25 million Credit, 1966 
(Xxxiv) D.M. 180 million Credit, 1967 (AL-303) 
(xxxv) D.M. 289 million Credit, 1967 (AL-382) 
(xxxvi) D.M. 28 25 million Credit (AL-248) 
(xxxvii) DM 140 million Credit 1967 (AL-379) 
(xxxviii) DM71 million Credtt 1972 (AL-681) 
(xxxix) DM 170 4 million Credit 1968 (AL-175) 
(0 DM 16 million Credit 1968 (AL-354) 


—Loans from Japan : 

(0 First Yen Credit 
(ii) Second Yen Credit 
(Hi) Third Yen Credit 

(iv) Fourth Yen Credit 

(v) Fifth Yen Credit 

(vi) Sixth Yen Credit 

(vii) Seventh Yen Credit 
(viii) Food Aid 

(lx) Eighth Yen Credit 
(x) VOH Credit 
ijci) Ninth Yen Credit 
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61 

80 
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1,60 

85 

1,69 

1,69 
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1,04 
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1,02 

1,02 
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1,95 

1,95 
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16 
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(b)19,00 20.16(b) : 


31,05 

33,97 

38,12 

57,89 

59,05 

63,55 

55 


2,01 

2,16 

2,16 

2.16 

44 

3,88 

8,75 

9,54 

9,54 

V4 

14 


6,09 

6,64 

6,64 

6.77 

1,37 


4,73 

5,12 

5,12 

5.16 

4,16 


4,15 

4,15 

4,15 

4.15 

1,59 


3,19 

3,19 

3,18 

3,18 



2,24 

2,24 

2,24 

2,24 

... 


53 

52 

52 

>2 

... 

... 

... 

1,63 

1,63 

1,63 


14.13(b) 10.42(b) 


YU,—Loans from Switzerland : 

Credit for Third Plan 


(/) First Credit for Third Plan 
(ii) Second Credit for Third Plan 


IX*—Loans from Yugoslavia : 
(/) First Credit 
(ii) Second Credit 


X,— Loans from Poland : 
(0 First Credit 
(ii) Second Credit 
(Hi) Third Credit 


XL—Loans from Austria : 

(0 First Credit 
(ii) Second Credit 
(Hi) Third Credit 
(/v) Fourth Credit 

(v) Fifth Credit 

(vi) Sixth Credit 

(vii) Food Aid 

(viii) Debt Rclicf(l968) 

Total 

XU*—Loan from Kuwait Government: 


8,21 

14,77 

3,56 

2,43 

8,25 

3,88 

31,69 

49,32 

45,60 

48,53 
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1,72 

2,54 

2,91 

3.01 

3,01 

2,94 

2,94 

2,86 








(b)l,16 

1.46(b) 

(b)l,50 


4,16 

2,98 

3,84 

4,11 

4,12 

4,15 

3,56 

3,56 

3,40 

... 

1,77 

2,01 

3,32 

3,41 

3,65 

3,81 

4.66 

3,98 

3,95 

. 

5,93 

4,99 

7,16 

7,52 

7,77 

7,96 

8,22 

7.54 

7.35 

17 

5,17 

3,46 

3,63 

3,14 

2,68 

1,98 

1,91 

1,91 

3,28 
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5,17 

3,46 
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3,15 
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1,54 

1,49 
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38 

77 
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75 
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4,59 

1,90 

2,48 

2,69 

2,82 

3,02 

2,55 

2,85 

M 9 


36 1,12 

72 


37 37 

29 29 

15 30 
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36 

1,84 

81 

1.U 

1.51 ' 

1,70 1,70 2^*9 2,32 2&j 

•• 

. 14,91 

13,20 

4,34 

.4.34 

4,34 

1,08 ... ... — 


(b) Exchange variations. 
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X Ills—Loan from Netherlands ; 

... 

... 


7! 

85 

K2X 

i.aT 

(b)48 

50(b) 

. 1 . 77 ' 1 

85(b) 

XIV.— Loans from Denmark : 

(/) First Credit 
(ii) Second Credit 
(0) First Food Loan 

(iv) Second Food Loan 

(v) Third aedit 

10 

44 

15 

15 15 

13 13 

20 

15 

13 

20 

15 

13 

20 

11 

13 

20 

(b)J5 

li 

13 

20 
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i’i 1 
20 A 

17 | 

22 i 
25(b) ; 


XV.- 


Total 

-Loan from New Zealand : 
Credit for Purchase of wool 


XV;. —Loan from Bahrain: 

XVI;.—Loans from France : 

CO FF 17 million French Credit 1966-67 

(ii) FF 150 million Credit, 1967-68 

(iii) FF 125 million Credit, 1968-69 
(/v) FF 125 million Credit, 1969-70 
(0 FF 130 million Credit, 1970-71 
(W) FF 150 million Credit 1971-72 
(vii) FF 25 million Debt Reliefl968-69 
MU) FF 27 7 million Debt Relief 1969-70 

(/x) FF 150 million Credit 1972-73 

(x) FF 35 million Credit 1972-73 

(xi) FF 56 million Credit, 1972-73 
(*//) FF 27-7 million Credit, 1970-71 
(*///) FF 180 million Credit, 1972-73 
(x/V) FF 214 million Credit 1973-74 
{xv) FF 27 7 million Debt Relief 
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1,01 
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(b)3 

3(b) 
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1,07 

1.34 
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1,48 

5 

2(> 

46 

55 
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28 

54 

82 

81 

84 ■;! 
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28 

31 
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52 

82 : 
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67 

82 
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37 

37 
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66 

85 

91 * 
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41 

41 

4! 





22 

22 

58 






... 

3 J 





(b)2,24 

1.98(b) 

41 V 
(b)2,48 ; 


Total 

. 80 

97 1 

,14 

1,80 

3,81 

5,68 

9,61 

9,76 

11,80 f 

XVIIL—Loans from Belgium : 

(/) First Credit 
(ii ) Second Credit 
(iii) Third Credit 

. 
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13 

6 

13 

6 

12 

(b)i 

6 

13 

7(b) 

6 i 
13 ; 

12(b) ; 

Total 

. 

... 

... 
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1<T~ 

19 

24 

26 

aC 1 

XIX,—Loan from Qatar: 

. 3,52 

94 

94 

94 

94 

94 

94 

(b)4 

94 

5(b) 

94 > 
(b)S 

XX.--Loan from Italy: 


... 

6 

12 

12 

58 

vi 00 

58 

1,43 ! 


i 


XX r. —Miscellaneous Credits: 
XXII.—Loan from Norway: 
XX1IL—Loans from Sweden 1964: 


s- 


XX». I.B.R.D. Loans : 

) Agricultural Machinery Project Loan 
I Railway Project Loan I 
) Railway Project Loan II 
Railway Project l oan III 
Railway Project Loan IV 
I Railway Project Loan V 
i Railway Project Loan VI 
I D.V C I 

> D.V.C. II 

> D.V.C. Ill 

> Koyna Project Loan (I Stage) 

I Coal Industry 

) Power Transmission (416-IN) 

I Kothagudem II (417-IN) 


(H 

& 
M ' 
O') 
(vtf) i 
(vlii). 
(«) 
c*>: 
w 

WO< 
W/0 : 
W,) 


Total 


4,92 3,10 94 !■ 
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10,99 4,63 


15.36 

5,69 



7,56 

3,9! 




“ 

5,74 

5,63 

3K 

90 

3,94 

4,12 

4,36 

4,61 

4,61 

4,88 

3,15 

3,6! 

1,94 

2,05 

2.24 

2,32 

3,45 

2,60 

2,60 

2.76 

3,13 

6,29 

2,58 

2,73 

2,89 

3,06 

3,24 

3,43 

3,43 

3,63 

1,30 

3,87 

1,74 

1,84 

1,72 

2,(6 

2J8 

2,3r 

2,31 

2,45 

2,60 

2,72 

1,04 

53 




... 



95 

35 



46 

46 

48 

51 

si 

53 

2,09 

76 


... 

99 

1,05 

1,11 

1,17 

1,17 

1,23 

25 

1,05 

28 

54 

59 

61 

64 

67 

67 

7J 


3,83 

1,83 

1,94 

2,07 

2,17 

2,30 

2,43 

2,43 

2,58 


... 



56 

1,05 

1,11 

M7 

U7 

1,23 

... 

... 



13 

' 30 

31 

33 

33 

35 








(b)t67 

(b)140 

0>)I65 

39,20 

33,80 

9,79 

10,53 

23,15 

21,11 

18,18 

20,90 ~ 

SCmET 

22,to" 


NOTE.—Fig aro? shewn un der Columns 2to4ofihc statement arc at pre-devaluation rales of exchange, 
(b) Exdwnge variations. 
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xxm.~I.D.A* : * - 

(i) Roads Project 
(/I) Uf. Tubewell Project 
(fit) Shetrunji Irrigation 
(<V) Salandi Irrigation 
(v) Punjab Drainage 

<vi> d.v.civ 

(vff) Sone Irrigation 
(v/tf) Puma Irrigation 
(/*) Koyna Project (Ilnd Stage) 
(x) Bombay Port Trust 
(jci) P & T (Telecommunications) 
(i/i) Railway Project Vil 
(xiii) Kothagudem Power Project 
(xlv) Industrial Imports 52-IN 
(per) II Telecommunication Project 
(jcvi ) VIII Railway Project 
(xvii) II Industrial Imports 78 IN 


Total 

Grand Total 
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... 

... 


45 

48 

54 

54 

54 

... 

... 

... 

... 

2 

5 

5 

5 

5 



... 

... 

... 

3 

3 

3 

3 


... 

... 



6 

6 

7 

7 

... 

... 

*•4 

1 9 4 


8 

9 

8 

9 

... 


*• 1 

• f« 


13 

15 

IS 

15 
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... 

... 


6 

14 

14 

14 

... 

... 

... 

... 


5 

12 

12 

12 


... 

... 
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16 

16 

16 
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f 
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6 

13 

14 

13 
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17 

38 

38 

38 



... 




58 

58 

61 
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... 




9 

18 

18 


... 

... 




... 

41 

41 


... 

... 

... 

... 


... 

15 

15 


... 

... 




... 

56 

56 








(b)32 

(b)30 

... 


... 

... 

47 

1,24 

. 2,52 

4,06 

4,07 


54 

5 

I 

7 

9 

15 
4 
U 

16 
14 
38 
61 
18 
81 
30 
56 
45 

(bJ40 


-M8 

48,50 3,08,63 4,66,90 1,74,99 1,90,28 1,91,68 2,22,25 19,52,00 2*97,32 2,95,29 3,15.78* 


(b) Exchange variations. 


Capital and Loans to Public Sector Undertakings 

This table gives, at one place, the estimates of the capital and loans to be provided by government to financial institu¬ 
tions and undertakings in the public sector during the current and the next year. 

(In lakhs of Rupeees) 

Budget, 1974-75 Revised, 1974-75 Budget, 1975-76 

Name of Institution-----——-- 

Capital Loan Total Capital Loan Total Capital Loan Total 


FINANCIAL INSTITUTIONS 

Shipping Development Fund 


Committee 

Agricultural Refinance Cor¬ 


71,50 

71,50 


68.50 

68,50 


59,97 

59,97 

poration 

National Co-operative Develo¬ 

• • 

40,00 

40,00 

• « 

50,00 

50,00 

* * 

50,00 

50,00 

pment Corporation 

. • 

6,65 

6,65 

. . 

3,60 

3,60 

. . 

13,10 

13,10 

Land Mortgage Banks 
Repatriates Co-operative 

Finance and Development 

9,00 

* * 

9,00 

* * 

* * 

* * 

6,00 

* * 

6,00 

Bank Ltd. 

Newspaper Finance Cor¬ 

6 

6 

6 

5 

* ‘ 

5 

5 

20 

25 

poration 

Industrial Credit and Invest¬ 

20 

20 

• • 

• • 

* * 

• • 

20 

• • 

20 

ment Corporation of India 
Industrial Finance Cor¬ 


21 

21 

• • 

21 

21 

* ■ 

21 

21 

poration 

Industrial Development Bank 


1,83 

1,83 

• • 

21 

21 

* * 

27 

27 

of India 

General Insurance Corpora¬ 

50,00 

15,00 

65,00 


1,50 . 

1,50 

•• 

6,00 

6,00 

tion 

Delhi Small Industries Develo¬ 

6,36 

• • 

6,36 

6,36 


6,36 



47 ' 

pment Corporation 

40 

•• 

40 

54 

25 

79 

47 

■■ 

Total 

66,02 

1,35,19 

2,01.21* 

6,95 

1,24,27 

1,31,22 

6,72 

1,29,75 

T,36,47 
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a than for 


IK NOMtAltimes, that 
i^ to aay, in the good 

oii cAOCAnc oM days, budgets were 

Oil wvPvUIld essentially fiscal tools 

^t^jy^yamanian of Policies settled in a 

■a *? Cnt years, in nw^if^tSe countries of the’world, things had been shaping differ- BUDGET NUMBER 1975 

dintly. The budget has in itself become now both a philosophy for economic policy¬ 
making and an engine for the implementation of policy in its broad designs as well 
’• &s fts fiscal details. Consequently, Finance ministers are increasingly being judged 
on the macro-economic approaches and attitudes of their budget concepts as much 
as on the micro-economic particulars of their proposals. For good or ill this 
is a year in which the Finance minister is required to hold himself answerable, 
first and foremost, to the contribution his budget for 1975-76 ought to make to the 
balancing of the economy at the macro-economic level. 


ECONOMIST 
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Not, Surely, A Mu for All 
Seasons — V. Balasubramani an ;. 


This is so partly because his “distinguished predecessor in office’', to whom Mr 
C. Subramaniam made a reference at the outset of his budget speech, had grievously 
failed to meet the macro-economic demands made on him on the occasion of the 
budget for 1974-75 which he presented a year ago. In the Eastern Economist 
Budget Number, last year, I described that budget as a “charter for inflation”, 
and so it turned out to be. 1 wrote then that “this budget should have occupied 
itself with, in the first place, preventing a further expansion of money supply and, 
secondly, bringing about a substantial contraction of it in the course of the new 
financial year beginning in April.” Mr Chavan. however, had other ideas or, per¬ 
haps, different priorities. 


Direct Taxes: Further Scope for 
Relief? —S. P, Chopra 


Indirect Taxes: Another Massive 
Dose — R.C. Uramat 

State Finances and Plans 

—Hardev Singh. 


Budget Documents 


471 

491 

497 

509 


In any case, that budget proved to be an extremely short-lived misadventure 
although its adverse consequences were certainly not of a passing nature. By July, 
less than four months after the budget was passed by parliament, it had become 
clear that there had been a grave failure of budget strategy at the macro-economic 
level of l^eping the economy in working order or the micro-economic or fiscal level 
of keeping the administration going in a financial sense. Quite possibly, it was 
the latter effect which forced the government to take the situation seriously. Thus 
came the famous anti-inflationary package of July last year in which were included 
a series of measures for additional taxation having the character of a supplementary 
budget. 

During the slack season last year, in the period between April 26 and July 26, 
credit expansion was Rs 344 crores or 4.6 per cent as compared with Rs 117 crores 
or 1.9 per cent during the corresponding period of the previous year. Bank advan¬ 
ces for purposes other than food procurement rose by Rs 284 crores as against Rs 
18 crores. Food advances increased by Rs 60 crores or nearly two-thirds of that 
during the corresponding period of 1973. The rate of growth in commercial bank 
deposits was 5.6 per cent during April 26 to July 26, 1974 as against 6.1 per cent in 
the same period of the previous year. As of July 1974, the wholesale price index 
was higher by. 26.1 per cent in comparison with the level a year earlier. Apart 
from‘industrial raw materials’which had gone up by only 9.4 per cent over the 
year, all other groups shared in a major way in the rise in the wholesale price index, 
the increase in the case of‘food articles' being 23.6 per cent, ‘manufactures’ 32.4 
per cent and ‘fuel, power, light and lubricants* 64.2 per cent. 


The Fever of Inflation and its 
Abatement. 

The Budgetary Deficit 

Budget at a Glance 

* 

Finance BUI 1975: Proposals 
Explained. 

External Assistance 

Statement of Receipts .. 

Statement of Repayments 

Capital and Loans to Public Sec¬ 
tor Undertakings. 

Economic Survey: 1974-75 

Company Mooting 
Ashok Leylaud Ltd 


513 

527 

.539 

545 

589 

601 

612 

618 

621 


I 


631 


Following the July measures, the rate of increase in the price level started decele- Index to Adver tisements .. .. $34 

rating. Between June 29 and July 27, 1974 the wholesale price index had gone up by 

three percent, in the following month the rise was 2.3 per cent and in September - 

it was 1.4 per cent. Even so, over the year ended September 28, 1974, the index had 

gone up by 30.6 per cent as against 21.6 per cent in the preceding year. ‘Food ' P roducti on 

articles’ wereupby 30.9 per cent, ‘manufactures’ 29 percent and ‘fuel, power, 

light and lubrkants’ 60.9 per cent. The rapid increase in the wholesale prices in L.N. Raina, Assistant Editor 

the first nine months of 1974 was, as this year’s Economoic Survey pqts it, duly re- Ashok Shaima, A.S. SiVamani 





fleeted in the reta|i'iripfs.v;The consumer 
price -index •in 

Se^twmWWJ to 93&ih Septembers974, 
an increase of heady $5$er cent. ‘ 

, - Putins the last quarter or 1974 indica¬ 
tions gradually' grew of the progressive 
accentuation of the impact of the anti- 
inflationary measures on the price level. 
The wholesale price index started falling 
just before October and in the five 
weeks ended November, it fell by about 
three per cent from the peak lever it 
touched in the third Week of September, 
hi November the index remained stable 
and there was a marginal decline in 
December with the result that at the end of 
that month, the level of wholesale prices 
whs about 21 per cent more than what it 
had been a year earlier. In January, 
again there was another slight fall. The 
consumer price index had been follow¬ 
ing a more or less similar course. The 
index rose by one point in October from 
334 to 335 but declined by four points 
to 331 in the next month. 

Falling prices 

The Finance minister has described 
these developments as '‘visible signs of 
a downward trend in prices" and has 
helpfully argued that only incurable 
pessimism could "bar us from acknow¬ 
ledging with some satisfaction” this 
proof of abatement of inflationary pres¬ 
sures. He has also referred in this 
connection to the details of price trends 
for important commodities appearing in 
the Economic Survey. The Survey notes 
that the major consumption group of 
food articles showed a declining trend 
after September 1974. Food grain prices 
fell from October, while those of edible 
oils showed a downward trend from 
September. In the manufactures group, 
prices of silk and rayon fabrics were 
lower after June and of cotton textiles 
after October. The corresponding inter¬ 
mediate goods, namely rayon and cotton 
yarn, fell from July and August respec¬ 
tively. Another category of intermediate 
goods, i.e. metals, registered a declining 
trend, partly as a result of international 
factors, after August 1974. The sub-group 
of intermediate products as a whole 
showed a decline from September, while 
the other sub-group under manufactures. 


- namely, finished 

months 'later.' Among’' Ibausftfi^ iniw 
materials, raw jute prices were lower on 
the average in the last quarter of the 
year. Raw cotton pripesfieJi precipita* 
tely in October and November and there 
was some decline in oilseed prices from 
September onwards. 

Combating Inflation 

The Finance minister has held that 
“as a result of rigorous measures adopted 
by the government, we have succeeded 
in combating what seemed to be a run¬ 
away inflationary situation.” He has 
claimed that, in order to achieve this 
purpose, “government non-developmen- 
tal spending was curtailed, increase in 
wages and a part of additional dearness 
allowance had to be temporarily frozen, 
the increase in the rate of money supply 
drastically brought down and severe 
action taken against hoarders and smug¬ 
glers.” It is possible that here the Fi¬ 
nance minister has neither stated the 
. whole truth nor uttered only the truth. 
For instance, we have only his word that 
the government has curtailed non-deve- 
lopmental spending in the current finan¬ 
cial year. This kind of plea is easier 
advanced than substantiated and this 
country has had long experience of such 
claims made over the years by successive 
Finance ministers. 

The proof of the pudding is in the 
eating and we have had particularly dis¬ 
turbing evidence in the recent past of 
the government having completely lost 
control of budgetary outgoes. The ori¬ 
ginal budget for the current year envisa¬ 
ged a deficit of Rs 126 cfores. This was 
after the levy of new taxes expected to 
yield to the central government additional 
revenue of Rs 185 crores. In July the 
then Finance minister appeared before 
parliament with additional tax measures 
which were estimated to fetch the cen¬ 
tral exchequer Rs 123 crores during the 
remaining period of 1974-75 (Rs 210 
crores in a full-year period). At that 
time it was stated that the government had 
to meet expenditures or increases in expen¬ 
diture not contemplated in the main bud¬ 
get and that, although Plan and non-Plan 
expenditure was being put by about Rs 
200 crores, it was still necessary to raise 


tary dose,pf tow^n,(aj>d, tfevmmt 
of Rs 200^1^ %^ WaS'lo behaved 
through Puts in spending), the deficit for 
1974-75 was expected to be of the order 
of Rs 142 crores as against a deficit'of 
Rs 126 crores projected in the earlier 
budget estimates. 

Now. Mr Subratnaniam’s revised 
estimate for 1974-75 says that, the year 
may end with a deficit of Rs 625, crores. 
He deisircs that about Rs 330 crores 
should be deducted from this total “on 
account of payments for stocks on hand 
of imported food and fertilizers, Which 
will soon be recovered.” The residual 
deficit would be Rs 295 crores. In other 
words, the revised estimate of budget 
deficit for the current year is Rs 169 cro¬ 
res more than the deficit estimated at the 
time of the main budget and Rs 153 
crores more than the deficit estimated 
when the supplementary budget was pre¬ 
sented. It is not that the Finance minis¬ 
ter cannot explain or explain away these 
variations. After all this is what the 
Finance ministry is for. 

Unrealistic estimates 

Mr Subramaniam says that the origi¬ 
nal budget estimate of deficit had gone 
awry because Rs 195 crores more had to 
be spent on food subsidy over and above 
the original budget provision of Rs 100 
crores. Again, whereas a lump sum provi¬ 
sion of Rs 120 crores was made initially 
to meet the cost of additional dearness 
allowance for central government em¬ 
ployees, the draft on the budget for this 
purpose is now expected to be about Rs 
230 crores orRs 110 crores more than 
the original provision. There has also 
been a major departure from budget esti¬ 
mates in the case of Defence expenditure 
which has gone up by Rs 242 crores from 
Rs 1,915 crores to Rs 2,157 crorei. The 
central government, again, has provided 
additional assistance to the states to the 
extent of Rs 161 crores over and above 
the budget estimates. * 

It Has also had to provide additional 
funds of the drder of Rs 126 crores to 
public sector undertakings, mainly for 
meeting increases in wages and dearness 
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allowance .and higher- cost oF fuel. A 
further amount of Rs 190 crores was ab¬ 
sorbed by escalation of costs on account 
of Ptafl schemes in the core sectors, such 
as fertilizers, power, coal, petroleum, 
steel, ports and paper. Finally there 1ms 
been an estimated cash outgo of Rs 290 
crores on account of fertilizer transac¬ 
tions which had not been provided for in 
the original budget estimates. All the 
upward revisions in allocations aggregated 
to Rs 1,304 crores. From this amount is 
to be deducted the sum of Rs 330 crores 
which Mr Subramaniam has treated as a 
credit item on account of recoveries due 
on stocks in hand of imported food and 
fertilizers. This leaves a balance of Rs 
974 crores. 

On the receipts side the revised esti¬ 
mates from customs at Rs 1,300 crores is 
Rs 364 crores more than the budget 
estimate. Income and corporation taxes 
have yielded Rs 90 crores more at Rs 
1,460 crores as against the budget esti¬ 
mate of Rs 1,370 crores. External receipts 


on account of loans have gone up by 
Rs 43 crores and in respect of grants by 
Rs 60 crores. Export of sugar on govern¬ 
ment account has yielded Rs 125 crores, 
All these additional accruals over and 
above the original budget estimates add 
up to Rs 682 crores. If, as was proposed 
at the time of the supplementary budget, 
the government had really effected a 
saving of Rs 200 crores on Plan cr non- 
Plan spending, this amount could and 
should be added to the sum of Rs 682 
crores and the resulting total of Rs 882 
crores has to be related to the amount 
of Rs 974 crores earlier arrived at as the 
total of additional outgoes after taking 
credit for the value of stocks on hand of 
imported food and fertilizers. On this 
reckoning the net deficit should have 
been only Rs 92 crores whereas it is now 
Rs 295 crores. In other words, it is 
larger by Rs 203 crores which, incidental¬ 
ly, is equivalent to the extent of the 
saving which the government said in 
July last year that it had decided upon. 

There is thus prima facie ground for 


holding that Mr gubraipimi&m's assertion 
that the government has curtailed non- 
development spending in the course of 
combating‘'what seemed to be a run¬ 
away inflationary situation” demands 
more evidence in its support than if given 
in the budget speech or is readily avail¬ 
able from other budget papers. 

It could tlierefore, be concluded, at 
this stage, that, had the government 
really imposed on itself some part of the 
austerity which it so enthusiastically 
prescribed for the public and the busi¬ 
ness community in July last year, it 
would now have been in a better position 
than it actually is to claim that its own 
conduct had been as much in the pub¬ 
lic interest as it needed to be during a 
period when the country was going 
through a grave economic crisis, industry 
and commerce was being squeezed for 
working funds or investible resources and 
all sections of the community including 
those commonly classified as vulnerable 
were being required to pay more and 








I more • taxes against tfte background of 
enormously increased cost of living. 

i 

There is also another*way of looking 
; at the budget figures of receipts and out¬ 
goes in L974-7S. The total tax revenue 
r : (including states’ share) has gone up by 
?Rs 630 crores from the budget estimate 
of Rs 5,498 crores to the revised estimate 
of Rs 6,128 crores. In the supplemen¬ 
tary budget, the additional tax revenue 
(including states* share) during the re¬ 
maining period of the current financial 
year was estimated at Rs 136 crores. 
f This means that there has been an under- 
t estimation of revenue to the extent of 
j Rs 494 crores and this is in spite of the 
; fact that the government has had an 
‘ opportunity to review the original budget 
j estimates in July last year when the sup- 
, plementary budget was processed. It is 
indeed surprising that the revenue esti¬ 
mate should have gone particularly hay¬ 
wire in the case of receipts from customs, 
an area where import planning and ex- 
, port programming by the authorities are 
r supposed to have been firmly established 
; over a period of import controls and ex¬ 
port regulations. 

It is worth emphasising here that, even 
as late as in July, the government had 
shown an amazing readiness to ignore 
possibilities or dismiss probabilities in re¬ 
spect of foreseeable increases in expendi¬ 
ture. After having committed itself to a 
particular scheme of dearness allowance 
for its employees and while being fully 
aware that prices were hell-bent on an in¬ 
flationary spree, the then Finance minis- 
; ter not only omitted to make reasonable 
j provision for dearness allowance in his 
j main budget, but, even while presenting 
1 the supplementary budget suggested that 
: only Rs 112 crores more would be needed 
i for the purpose over and above the lump 
J sum provision of Rs 120 crores made 
earlier. 

j Government's obligation 

! The present Finance minister’s 
budget speech reveals that the govern- 
; meat’s liability on account of dearness 
allowance could be confined even within 
this increased provision only because it 
was able, earlier this, year, to negotiate a 
; settlement with its employees. However, 

. although the draft on the budget in the 
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current financial year could thus be limited 
to Rs 230 crores, the government’s obli¬ 
gation to make payments in excess of this 
sum (to which its employees are entitled) 
has merely been deferred temporarily 
through the device of the employees vol¬ 
untarily agreeing to have the arrears depo¬ 
sited in their provident fund accounts for 
a short period. 

Similar reluctance to make realistic 
provision for foreseeable expenditures was 
also shown in the case of defence expen¬ 
diture. Whereas the supplementary de¬ 
mands indicated an additional expendi¬ 
ture of Rs 75 crores over the budget pro¬ 
vision for the Defence Services on account 
of rising costs and improvements in the 
emoluments of Defence personnel, the re¬ 
vised estimates show that the additional 
provision actually required is likely to be 
of the order of Rs 142 crores. Again, the 
allocation for food subsidy was increased 
through the supplcmeritary'demands from 
Rs 100 crores to Rs 225 crores but now 
the revised estimates places the require¬ 
ment at Rs 295 crores. Finally, In the 
case of Plan expenditure for core projects 
the additional funds provided in the sup¬ 
plementary demands were about Rs 152 
crores but the present Finance minister 
says in his budget speech that the addi¬ 
tional funds involved would be larger, 
namely Rs 190 crores. 

Inevitable conclusion 

When all these manipulations of esti¬ 
mates of revenue or expenditure for the 
financial year 1974-75 are taken into 
account, it becomes difficult to resist the 
conclusion that, although the government 
had an additional opportunity in July last 
year to review the trends in the central 
finances and present a reasonably accurate 
picture of developments in revenue or 
capital accounts, it did not do so, although 
the stresses and strains of the national 
economic situation demanded of it a more 
truthful or precise approach to an assess¬ 
ment of its resources or liabilities. It can¬ 
not be denied that by the end of July 1974 
the government was in a position to esti¬ 
mate reasonably accurately how the out¬ 
look for its finances was changing. Had 
it based its calculations honestly or effi¬ 
ciently or both on the data available to it, 
it would certainly not have misinformed 
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the public at the time of the supplemen¬ 
tary budget that the deficit estimated ear¬ 
lier at Rs 126 crores was only likely to in¬ 
crease to Rs 268 crores and that the addi¬ 
tional taxation ptoposed would therefore 
help to keep it at Rs 142 crores. 

The point that I am trying to make is 
that the government was wide of the mark 
in July last year in its estimates of trends 
of revenue, expenditure or deficit and that 
here a large element of deliberate intent 
must be suspected. It is quite clear that 
the government and the then Finance 
minister did not want to take the country 
into their confidence even at a time when 
they were mounting their anti-infla¬ 
tionary offensive with a blare of drums. 

Deceiving themselves 

It is evident that they were not prepared 
to admit either to themselves or to the 
country the order of fiscal discipline on 
their own part that the situation really 
called for. They gave an assurance of 
economy in expenditure of the order of 
Rs 200 crores of which it is not easy to 
find any trace cither in the budget speech 
of the present Finance minister or the 
various budget documents he presented to 
parliament last week. Even in the mak¬ 
ing of that promise which, apparently, 
was without much substance, they did not 
take into account adequately the full ex¬ 
tent of the need for fiscal discipline in 
government as indicated by the data they 
should have had at the time about trends 
in the budgetary situation. They appa¬ 
rently knew in July but did not tell the 
public that the deficit would be much lar¬ 
ger than what they said it was likely to be 
and they tried to hide from the people, if 
not trom themselves as well, the truth 
that the additional taxation of the supple¬ 
mentary budget, substantial though it was, 
was quite inadequate for achieving a non¬ 
inflationary balance in central finances at 
the levels of government spending, whe¬ 
ther current, or prospective at the point of 
*time. 

II 

It is quite clear therefore that the go¬ 
vernment’s own contribution to the anti- 
inflationary strategy, which it had itself 
initiated in July last year, was less than 
nothing in the area of fiscal discipline. It 
is against this disturbing background 
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that tie present Finance ministers fiscal 
intentions and proposals for the year 
1975*76 must necessarily be examined. 

Take first the issue of dearness allow¬ 
ance. The Finance minister has indica¬ 
ted that the entire question of dearness 
allowance increases to central government 
employees “is to be discussed with their 
representatives in the next few weeks.” 
He has rightly pointed out that, “in a 
country where there is considerable un¬ 
employment and underemployment, an 
excessive preoccupation with the current 
consumption of those who are fully em¬ 
ployed erodes investible resources and 
seriously affects the pace at which new 
employment opportunities can be created 
to alleviate the sufferings of those who 
are unemployed.” Mr Subramaniam has 
also argued, again rightly, that “an increase 
in monetary rewards, not justified by an 
increase in the country’s productive capa¬ 
city, accentuates inflationary pressures in 
the economy and may thus threaten the 
security currently enjoyed by those who 
are fully employed.” Proceeding, he 


has expressed the hope that “in our 
forthcoming discussions the dearness 
allowance question will be considered in 
this larger perspective.” 

The country will extend its full sup¬ 
port to the propositions laid down by 
Mr Subramaniam and it would naturally 
share his expectation that “the dearness 
allowance question will be considered in 
this larger perspective.” Nevertheless 
the practical problem of what view the 
budget estimate for the next financial 
year is to take at this stage of the pro¬ 
bable liability* on this account still re¬ 
mains. Here the minister has been more 
coy than candid. There arc of course 
sound practical reasons for his not dis¬ 
closing at this stage the government’s 
negotiating position in the forthcoming 
talks with its employees. But this neces¬ 
sarily means that the budget estimates of 
expenditure are, to this extent, incom¬ 
plete and the future alone will show what 
effect this will actually have on the 
finances of the government as they deve¬ 
lop in the course of the budget year. In 
other words a question mark has to be 


placed against the minister's estimates of 
pre-tax and post-tax deficits for 1975*76. 

Mr Subramaniam has provided Ra 
2.274 crores for Defence, which means an 
increase over the revised estimates for 
1974-75 of Rs 117 crores. Here the in¬ 
crease on revenue account comes to Rs 
84 crores and on capital account about 
Rs 33 crores. It is interesting to note 
here that, so far as capital outlay on the 
Defence Services is concerned, the govern¬ 
ment has indeed been holding the reins 
tight. Thus, for 1974-75, as against a 
budget provision of about Rs 260 crores 
for the purpose, the revised estimates 
indicate that only Rs 222 crores are be¬ 
ing spent. For the new financial year 
the provision is about the same as in the 
budget estimate for the current financial 
year. It is however in the case of revenue 
expenditure on the Defence Services that 
the spending has been sharply upward. 
We had earlier referred to the experience 
in the current financial year. If this be 
any guide, some doubt could be enter¬ 
tained whether the provision for 1975-76 
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may not foe on the tow side. In any case 
no provision is now being made for dear¬ 
ness allowance in the*eafe of revenue 
expenditure on the Defence Services. 

As for food subsidy, the budget esti¬ 
mate for 1975-76 is the same as the re* 
vised estimate for 1974-75, namely Rs 
295 crores. The minister has disclosed 
that, in the coming months, he expects 
the public distribution system to expand 
by handling more grain and serving more 
consumers. He believes apparently that 
this can be done without addition to the 
burden of subsidy. To the extent that 
the availability of food grains from do¬ 
mestic production may improve, this 
assumption may have some substance. 
Again, international prices of food grains 
are tending to decline and this loo could 
help. The benefit of the doubt may there¬ 
fore be given to be Finance minister and 
it may be assumed for the time being that 
the provision for food subsidy is reason¬ 
ably realistic, taking into account the 
government’s reported reluctance to raise 
procurement prices. 

The outgo on fertilizer transactions 
next year is estimated at Rs 140 crores. 
This compares with the estimated cash 
outgo on this account of about Rs 290 
crores in the current financial year. The 
assumption here apparently is that the 
domestic production of fertilizers will go 
up, thereby reducing imports and that 
at the same time, world prices of fertili¬ 
zers will also come down, thus making 
such imports as are effected less expen¬ 
sive. These are probabilities which may be 
realized although it still remains to be 
seen whether the Finance minister has 
not been too optimistic in scaling down 
the relevant provision by more than 50 
per cent. 

improved performance 

Between 1974-75 and 1975-76 non- 
Plan assistance to public % sector under¬ 
takings has been reduced for the budget 
year by Rs 78 crores from the provision 
in the current year of Rs 217 crores. 
The hope here is that the performance of 
these undertakings may improve in 
1975-76. In the case of Plan schemes the 
current year’s experience has been that 
; the provisions made for them in the bud¬ 
get estimates had been less than the 
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actual expenditure due to escalation in 
costs. The cost factor will probably 
continue to act iu the same way and 
this would mean that the relevant alloca¬ 
tion in the budget for 1975-76 may not 
fully cover the actual expenditure. In 
the circumstances the Finance minister 
could have been more prudent and not 
anticipated any reduction in non-Plan 
assistance to public sector undertakings 
so that this conservatism might result in 
a margin of safety for price escalations 
in public sector schemes as a whole. It is 
worth noting here that the total Plan 
assistance for 1975-76 will be Rs 5,960 
crores or about 23 per cent over the 
1974-75 Plan assistance of Rs 4,844 
crores. When the size of the Plan in¬ 
creases, the margin of error in estimating 
its financial implications also tends to 
increase. This is one more reason why 
Mr Subramaniam should have provided 
some cushion for the budget estimates in 
this area. 

■* 

Realistic assumptions 

On the revenue side the Finance 
minister expects the corporation tax to 
yield Rs 770 crores in the budget year as 
against Rs 713 crores in the current 
financial year and income tax Rs 800 
crores as against Rs 747 crores. These are 
projections at existing rates of taxation and 
they pre-suppose some gain in the level 
of economic activity as well as higher 
efficiency in tax administration and col¬ 
lection. These are assumptions which 
the Finance minister is entitled to make 
although it is just possible that the yield 
from corporation tax may be somewhat 
less buoyant than what Mr Subramaniam 
expects it to be. In respect of customs, 
the Finance minister has budgeted for a 
revenue of Rs 1,250 crores which is Rs 
50 crores less than the revised estimate 
for the current financial year. He relates 
this reduction to expectations of lower 
imports of steel and the bunching of 
fertilizer imports towards the end of the 
current year. It may well be argued 
that, robe on the safe.side, the minister 
should have estimated the probable re¬ 
venue from customs a little more con¬ 
servatively. It has been declared from 
the house-top that the balance of pay¬ 
ments outlook is vuite discouraging. 
It is also, likely that domestic demand 
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for imports of capital goods and taw 
materials might be somewhat less, 'mutt 
year. There is also the possibility' that 
world prices would be lower. In these 
circumstances a more reasonable esti¬ 
mate of yield from customs ; woqld have 
been much nearer the Rs 1,000-crore 
mark. 

t * 

Diminishing returns 

The minister assumes that the revenue 
from union excise duties at existing rates 
of taxation would go up from about 
Rs 3,184 crores in the revised estimates 
to about Rs 3,500 crores in the budget 
estimates. The yield from some of the 
major items covered by central excise 
has begun showing diminishing returns. 
This, for instance, has been the case with 
tobacco. Again, the production of many 
excisable articles is dependent on the 
adequate availability of power which is 
still a doubtful factor in many areas of 
the country. The government has been 
talking of the intensification of the ex¬ 
port drive and this could mean reduced 
domestic consumption of many important 
excisable items. For all these reasons 
the Finance minister may be erring 
on the side of optimism in hoping 
for a natural growth in excise tax revenue 
to the extent of Rs 316 crores during the 
budget year. 

In his estimate of capital receipts the 
Finance minister has not been particularly 
venturesome. The net borrowing through 
market loans is estimated at nearly Rs 325 
crores, which is Rs 170 crores less than 
the net borrowing as shown in the revised 
estimates for 1974-75. Small savings are 
expected to move up from Rs 325 crores 
to Rs 380 crores. The capital budget 
expects substantial support from an esti¬ 
mated receipt of Rs 230 crores on account 
of oil credits from Iran, Iraq and Abu 
Dhabi as against Rs 170 crores during the 
current year, a credit for Rs 100 crores of 
special borrowing from the Reserve Bank 
of India against the likely addition in 
1975-76 to block deposits with the Bank 
under the schemes of compulsory deposit 
of additional wages, half of dearness al¬ 
lowance increases and percentages of in¬ 
come of income-tax payers and an esti¬ 
mated receipt of Rs 75 crores as special 
deposits from the employees' provide# 
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fund (botft exempted and unexempted) 
and other recognized provident funds. No 
credit is at present however being taken 
for food aid grants or credits from for¬ 
eign countries. 

Considering all these aspects of budget 
estimates of revenue and expenditure* 
both on capital and revenue accounts, it 
may perhaps be said that, although there 
may be variations under individual heads, 
the estimated deficit of Rs 464 crores for 
the budget year at existing levels of taxa¬ 
tion may conceal possibly an underestimate 
of the order of Rs 200 crores. Since the 
Finance minister has proposed to add 
Rs 239 crores to central revenues through 
additional taxation in the budget year, it 
may be suggested that the residual deficit 
may be larger than the figure ofRs225 
crores he has put down and that, after 
allowing for underestimating of the yield 
from new tax levies, the probable net defi¬ 
cit may be conceived to be of the order of 
Rs ,180 crores, 

Jfcvcn according to the Finance minister 


the current yeat is expected to close with 
budget deficit of Rs 295 crores of an infla- 
t ion ary character. As I had mentioned 
earlier, the government has just been mak¬ 
ing not only no fiscal contribution to its own 
anti-inflationary strategy but has been pur¬ 
suing a fiscal course which hasjclearly sided 
with inflationary pressures. The prospects 
for the budget year are that this fiscal 
irresponsibility will continue and that an 
even larger budget deficit of an inflation¬ 
ary character is probably being written 
into the budget estimates for 1975-76. The 
Finance minister has predictably argued 
that the level of development expenditure 
provided for in the budget has been kept 
down as low as possible taking into con¬ 
sideration the opposing pulls of the con¬ 
straints on budgetary resources and the 
basic or priority demands of-in vest mem 
in the further growth of the economy. 
This however can be no excuse for resort¬ 
ing to inflationary financing to any sub¬ 
stantial extent, especially at a time when 
the government is committing the people 
and the national economy to severely 


austere programmes of consumption o t 
investment. 

It was made clear earlier that there 
was no evidence that the government had 
actually secured the projected economy 
of Rs 200 crores in the less essential arena 
of its spending during the current financial 
year. It is quite revealing that, where the 
budget year is concerned, Mr Subramaiam 
has refrained from paying even Up sym¬ 
pathy to the concept of economy in 
less essential government expenditure as a 
means of providing more resources for 
priority expenditure with reduced resort to 
inflationary financing. The present budget 
has come after eight months of the laun¬ 
ching of the July offensive against infla- 
tion. The people therefore have a right 
to demand of it that it makes a resound¬ 
ing contribution to fiscal discipline which 
is an indispensable part of any just or 
efficient anti-inflationary policy. Having 
come forward with additional taxation of 
a substantial order and facing prospects 
of capital receipts on account of foreign 
credits for oil, fertilizers and food, the 
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Finance minister should surely have been 
able to balance the budget on both revenue 
and capital accounts after providing rea¬ 
sonably for priority areas of public invest¬ 
ment in terms of prompt and effective 
utilization of the resources allocated. By 
failing to do this the Finance minister afid 
the government are in fact insisting on 
the people at large and the non-govern¬ 
ment sector of the economy bearing more 
than its share of the burden of anti-infla¬ 
tionary discipline. 

Self-defeating approach 

Apart from being unjust this is an 
approach which is likely to be self-defeat¬ 
ing. This is because any laxity in fiscal 
policy has to be made good. This can of 
course be done to a limited extent through 
increased insistence on a tyrannical mea¬ 
sure of monetary restraint. This imbalance 
in policy is bound to exact its price and 
to the extent that monetary and credit 
curbs are made more strict or continued 
longer than is unavoidable, imestment and 
production are bound to suffer in the very 
large area in the economy which is out¬ 
side the limited jurisdiction of government 
financing and which, after all, provides the 
base even for development in the sectors 
for which government may be more 
directly responsible. The basic message 
of the philosophy and structure of this 
budget, therefore, is that monetary policy 
must not only bear the brunt of the anti- 
inflationary exercise but can expect no 
help from fiscal policy. This is a prescrip¬ 
tion which the country or its production 
and investment sectors will certainly not 
be expected to accept w»th any degree of 
enthusiasm. 

ill 

Quite possibly, the least discouraging 
part of the Finance minister’s performance 
is that, in part A of his budget speech, he 
has emphasized in no uncertain terms 
the priorities for public investments in 
the period ahead. The total provision in 
the central budget for Plan requirements 
is Rs 3,612 croresand the Finance minis¬ 
ter’s claim is that this is the minimum 
demanded even in a year of straitened 
resources since “our long-term objectives 
and urgent priorities” will have to be 
adequately catered for. In some of the 
more impressive passages in his speech 
he has indicated what these priorities and 


objectives are. As he has phrased them; 
the first priority is the supply of good 
quality seeds of the high-yielding varie¬ 
ties, and for this purpose a major national 
seeds project for large-scale production 
of quality seeds has been launched. The 
full financial and other requirements of 
this programme, Mr Subramaniam has 
assured us, will be fully met. 

Secondly, fertilizer production pro¬ 
grammes are being pushed through, 
notwithstanding escalation in project 
costs of new units. In the third place, 
programmes designed to ensure optimum 
utilization of surface and ground water 
to aid agricultural production will be 
vigorously pursued. Command area 
programmes under major irrigation pro¬ 
jects will be supported by sufficient in¬ 
puts of men and materials so that the 
new potential is taken advantage of by 
farmers with the least delay and for 
maximum national benefit. Fourthly, 
special efforts arc being made to orga¬ 
nize farmers’ service societies to provide 
^credit in time, arrange for inputs and 
help in the processing and marketing of 
their produce. 

Sense of urgency 

The minister has declared that “next 
only in importance to the agricultur 1 
sector is the energy sector”. He has spoken 
of a new sense of urgency in respect of 
our efforts to increase the production 
of indigenous crude, build u/ coal pro¬ 
duction and improve the i. s/,ort of 
coal and raise power generation and step 
up efficiency in the transmission ol power 
and the maintenance of power facilities. 
He has claimed that an important feature 
of his budget is ‘‘a clear-cut i !c ora¬ 
tion of the extreme priorities—fooJ a .4 
energy with the supporting facilities—ard 
the earmarking of adequate funds foi the 
development of these two sectors in the 
first instance before taking up the claims 
of other sectors.” Consistent with this 
approach the budget estimates* include 
an amount of Rs 100 crores of special 
advance Plan assistance to certain states, 
which may have gaps in resources on the 
basis of central assistance at the current 
year’s level, to ensure adequate invest¬ 
ment in important projects in the core 
sectors of irrigation jnd power. 

Again, the budgetary provision for 


tke central plan of Rs 2558 crores marks 
an increase of Rs 429 crores over the 
corresponding revised estimate for the 
current year. Within this aggregate 
special provision has been made to step 
up investment in the agricultural sector 
substantially, from Rs 193 crores in the 
revised estimates to Rs 270 crores. There 
will be an increase of Rs 84 crores in 
investment in fertilizer production over 
th: current year’s level of Rs 190 crores 
and the Finance minister has assured us 
that adequate funds are being provided 
for ma jor fertilizer expansion schemes in 
progr>sas well as for several new plans. 
A Sam of Rs 900 crores is being provi¬ 
ded for the state plans for power and a 
sum of Rs 140 crores for the central 
power sector. Once again Mr Subra¬ 
maniam has emphasized that adequate 
provision is being made for continuing 
work on major projects in this area and 
that rural electrification is also being 
taken care of. The central government 
is stepping up investment in the coal and 
lignite sector and the budget accordingly 
provides Rs 229 crores for this purpose 
as compared with the revised estimate of 
Rs 131 crores for the current year. The 
budget provision for petroleum and petro¬ 
chemicals has also been stepped up to Rs 
170 crores in 1975-76 as against Rs 60 
crores in the revised estimates for 
1974-75. 

Government’s responsibility 

Outside the agricultural and energy 
sectors, steel, aluminium, cement, paper 
and textiles in the public sector have also 
had their claims for budgetary allocations 
favourably treated. Earlier in his budget 
speech the Finance minister had under¬ 
lined the government’s responsibility for 
directly contributing to an improvement 
in the production and availability of 
essential goods such as cloth, cement and 
paper in the case of which demand tends 
to outstrip supply. 

Some of the commentators on the 
budget documents have complained that, 
although the financial provisions for the 
priority sectors or the annual Plan as a 
whole have been raised in comparison 
with the revised estimates for the current 
year, there is a larger element of erosion 
of real resources, which are being made 
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available, because of the rise in price 
level Others have criticized the govern¬ 
ment for allowing the budgetary provision 
for urgent areas of need* such as agricul¬ 
ture, to go down as a percentage of the 
total government expenditure. In my 
view these objections are not as substan¬ 
tial as they see them. Given a certain 
amount of resources, the government has 
consciously tried to make the maximum 
provision possible for purposes of high 
importance in the immediate context of 
the economy. What would really matter 
is the centre and the state governments 
and the specific official agencies concern¬ 
ed making the most economical and 
effective use of the resources which are 
being provided. In other words^ it has 
become more than ever important to 
emphasize the point that the implementa¬ 
tion of the development projects and the 
efficient utilization of capital outlays, 
more than anything else, will determine 
the meaningfulness of that part of the 
budget rupee which is being earmarked 
for the further growth of the priority 
sectors of the economy. 

Here, however, certain probabilities 


of an extra-budgetary character will have 
to be taken into account. In the first 
place there has to be an upsurge of 
purposefulness and efficiency on the part 
of project authorities and developmental 
agencies at central and state levels. The 
central and state governments may hope¬ 
fully expect this to be the case, but there 
are no objective indications that things in 
this respect will be very much belter in 
the future then they had been in the 
past. It is true that several public 
sector enterprises have been performing 
better. This is an encouraging sign, but 
it is not enough to confirm our faith in 
a general advance of a substantial chara- 
terin the efficiency and productivity of 
public sector investments and develop¬ 
ment expenditure in the proximate future. 

Moreover, it cannot be denied that the 
developing political situation in the coun¬ 
try is not particularly congenial to the 
central and state governments giving 
unremitting attention to economic deve¬ 
lopment goals or programmes. It no 
doubt helps to have the prime minister 
affirming that there is not going to be any 
early general election. This would allow 


some more mouths for minWcrs the 
government machinery to attend to their 
normal responsibilities before switching 
over to the business of electioneering. 
Against this, however, there is the fact 
that the growing confrontation between 
the ruling party, whether at the centre 
or in the states and the opposition for¬ 
ces, both within the legislature and out¬ 
side, will divert national attention and 
energies from tending the economy. It 
would therefore be only realistic to assume 
that, so far as the political situation or 
political developments are concerned, 
some very serious psychological and 
administrative bottlenecks are likely to 
emerge pushing the problems of the 
availability or sufficiency of financial re¬ 
sources somewhat into the background. 
In other words, there is a two-fold risk 
that neither the funds provided may be 
fully utilized nor those which may be 
actually spent would have been properly 
iftilizcd. 

In terms of these contingencies it 
would be proper for the public to reserve 
judgement on the real extent to which 
the priority given to urgent areas of 




Industrialists and 
entrepreneurs: 

A flourishing future awaits 
you in Rajasthan. 


For Industrial Development, 
Rajasthan offers everything— 
natural resources, manpower, 
a ready market, financial & 
technical support, tax concess¬ 
ions, ancillary bases, etc. 


t, 


RIMDC has been set up to 

actively assist upcoming indus¬ 
tries in every way with : 

* Site selection 

* Technical advice covering 
feasibility reports and day to 
day problems 

* Financial help, including loans, 
tax concessions, power rebates 

* 15% cash subsidy in specified 
backward areas 

* Capital participation. 


With all these facilities, several 
industrialists and entrepreneurs 
have already moved into Rajas¬ 
than. We’re waiting for you now. 

RAJASTHAN-where RIMDC takes 
care of your industrial needs. 

RIMDC — The Rajasthan State 
Industrial and Mineral 
Development Corporation Ltd. 

100, Jawaharlal Nehru Marg, 
Jaipur-302004 



BORN WITH A MISSION 
DEVOTED TO ITS CAUSE. 


SPECIAL BUDGET NUMBER 483 MARCH 7, 1975 



development in the budget estimates of 
capital outlays or development expendi¬ 
ture may generate a ^ujjpkcning in the 
tempo of economic growth which the 
Finance minister is assuming to be the 
natural and necessary consequence c f the 
scale and pattern of his budgetary afto- 
cations. Here it is also relevant to point 
out that, while the level of government 
expenditure projected in this budget— 
which, incidentally, has crossed the Rs 
10,000-crore mark-should in a general 
sense be helpful to the economy in coun¬ 
tering recessionary trends, shortfalls in 
government outlays of a productive 
nature which, as had been argued earlier, 
are more than probable, could only result 
in aggravating conditions of stagflation. 
This is a consideration which has got to 
be kept in mind by those who may be 
tempted to argue that even the inflation¬ 
ary financing of the level of spending pro¬ 
jected in the budget is justified since this 
policy would stimulate economic activity 
and thereby fend off recessionary pres¬ 
sures. 

IV 

For weeks ahead of the budget there 
were reports in the press and the lobbies 
of parliament that Mr Subramaniam was 
heroically gearing himself to the mighty 
endeavour of producing a policy that 
would stimulate production, step up 
investment and promote saving, while 
also contributing to consolidating the 
anti-inflationary gains of recent months. 
It is therefore only to be expected that 
the Finance minister’s actual performance 
on the floor of the Lok Sabha on February 
28 would be assessed in terms of how far 
these objectives are being pursued. It is 
possible that so far as investment or 
production is concerned, Mr Subra- 
maniam’s primary argument could be 
that he has taken care of these purposes 
substantially through the pattern and 
priorities of his budgetary allocations or 
outlays. I have just discussed the merits 
and limitations of this claim and may 
now proceed to examine how his fiscal 
proposals relate to these macro-economic 
aims. 

The Finance minister has indicated 
that he intends to introduce soon an 
amendment to the Restriction of Divi¬ 


dends Act which would provide that, 
while dividends in excess of the various 
limitations laid down in the Act may not 
be paid, higher dividends can be declared, 
the deferred dividends being payable in 
two annual instalments, but without 
interest, when the present Act expires. 
He has expressed the hope that this 
measure, taken with the tax relief recent¬ 
ly granted to investments in units, “will 
improve the climate for investment, parti¬ 
cularly in respect of new issues”. Judg¬ 
ing from the course of the stock exchange 
up till now it could be said that the 
Finance minister's optimism does not 
appear to be shared by investment cir¬ 
cles. It was of course expected before 
the budget that, since Restriction of 
Dividends Act had so obviously knocked 
the bottom out of the capital market, 
including the new issues market, the 
Finance minister would make substantial 
changes in its provisions .so that its op¬ 
pressive impact might weaken consider¬ 
ably. The modification proposed by him. 
however, has come as a case of tweedle¬ 
dum and tweedledce. 

Quite possibly the present Finance 
minister did not want to go back on a 
measure which was introduced only seven 
months earlier by his predecessor. That 
feeling of delicacy would be readily under¬ 
stood, but what passes my comprehen¬ 
sion is Mr Subramaniam's reason for 
believing, as he apparently does, that the 
change he has made can in any way help 
to lift the depression off the capital mar¬ 
ket. 

Justice to shareholders 

Since it is clear that he is not dis¬ 
posed to consider basic changes in the 
scheme of the Act, it is no use asking or 
expecting him to have radical second 
thoughts, but it should at least be possi¬ 
ble for him to provide for the payment 
of interest on deferred dividends which 
he proposes to permit. This would only 
be bare justice to shareholders who are in 
effect being asked to deposit compulsorily 
with their companies a part of the divi¬ 
dends to which they become entitled. 

The Finance minister has spoken of 
what he described as “a package of 
measures” for improving the investment 


climate, namely, “extension of tax holiday, 
exemption of Inter-corporate dividends 
derived from new companies engaged 
in high priority industries, exemption from 
wealth-tax of equity shares of new com¬ 
panies engaged in certain priority indus¬ 
tries, and incentives to greater savings/' 
He will surely admit that there is a defi¬ 
ciency in this package which is both 
conspicuous and unreasonable. It should 
not have been difficult for him to appre¬ 
ciate that the withdrawal of the develop¬ 
ment rebate has dealt a serious blow to 
the investment climate and that this is one 
of the more important reasons for the lag 
in investment in the priority areas of 
industry. Having set out to improve the 
investment climate, the Finance minister 
could surely have persuaded the cabinet 
to agree to the government retracing its 
steps in the matter of the development 
rebate. 

Escalatian in costs 

In Part A of his budget speech Mr 
Subramaniam has explained that he is 
“conscious of the fact that in recent years 
there have been steep escalations in capi¬ 
tal costs which have acted as an inhibit¬ 
ing factor to new investment in certain 
capital-intensive industries which arc 
vital for our future growth.” It was 
within his power to have considerably 
enfeebled this 4 ‘inhibiting factor” by a 
stroke of the pen restoring the develop¬ 
ment rebate. He has however chosen to 
await the report of the high-level com¬ 
mittee appointed to go into this question 
of the escalations in capital costs of 
capital-intensive industries. I am pre¬ 
pared to assume that this committee, 
constituted as it is, will make imagina¬ 
tive and wise recommendations. However 
its report may not be in the hands of the 
government much before June and al¬ 
though Mr Subramaniam assured the 
Lok Sabha that “when the report of this 
committee is received we shall quickly 
examine the need for suitable fiscal con¬ 
cessions, and new pricing policies as a 
means of stimulating fresh investment in 
these areas,” the possibilities are that a 
greater part of the current financial year 
will be gone before the report is process¬ 
ed-^ the secretariat phraseology goes— 
for action at decision-making levels. By 
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ihcn the'government, both at the 
political and administrative levels, will 
be entering the proximate pre-election 
period. The likelihood therefore is that, 
even if constructive fiscal decisions were 
to be taken during the later stages of the 
next financial year—and this is a' large 
assumption—-they can be implemented 
only in the next post-election budget. This 
means that so far as the budget year 
1975-76 is concerned, the Finance minis¬ 
ter has virtually left the matter pending. 

In the context of promoting saving 
the Finance minister has liberalized the 
existing income-tax concession available 
in respect of long-term savings through 
provident funds, life insurance, etc. 
While the assessce has reason to be 
thankful to small mercies, it has to be 
pointed out that the depreciation of the 


valued money through Inflation Is to 
steadily eroding the worth of long-term 
savings under these categories that the 
Finance minister's gesture is more in the 
nature of a very small restitution than a 
vigorous new incentive. In any case, so 
far as assessees below the super-tax 
level are concerned, encouraging their 
willingness to save will yield results only 
when simultaneously the ability to save 
is also improved. Here it is perhaps 
pertinent to point out that the Finance 
minister has chosen to leave the 
exemption limit for income-tax un¬ 
changed. 

It was widely expected that, given 
the government’s chronic inability to 
control administrative and other unpro¬ 
ductive expenditure and its commitment 
to fringe programmes of dubious validity 


; or prestige pfojects 
theFinance minister wbul41*> driven to] 

' resort to substantial *tJdrt.tOG4 ? ''^Sgiic S 
in an attempt to cover some part of the; 
inevitable deficit. It was hoWeverthoughu 
in many quarters that Mr Subramaniaol 
would show, some kind of originality] 
even if not exactly brilliance. , I myself] 
do not know how this expectation arose. 
It is true of course that he is as intelli¬ 
gent and well-informed a human being 
as any the prime minister could have 
chosen for the Finance portfolio. Butj 
given the historic course the government 1 ! 
management of its finances has been 
following, there is really very little scope: 
left for any Finance minister acting like] 
some Daring Young Man on the Flying 
Trapeze. 

The Finance minister in fact is very 
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mildr like a^goat tethered to a peg 
driven into the ground. He can forage 
only so far as the rope 1 ? allows. It is 
therefore not surprising t^at Mr Subra- 
maniara has relied heavily on the excise 
taxation of some familiar commodities. 
His purpose first and last is of course to 
raise a couple of hundred crores of 
rupees more, but then no Finance minis¬ 
ter worth his salt is supposed to confess 
that his fiscal purpose is so totally pedes¬ 
trian. Mr Subramaniam has tried to 
argue that he is increasing the excise duty 
on sugar and cement with a view to 
increasing the exportable surpluses of 
these commodities. This of course is 
specious reasoning. The government has 
complete administrative control over the 
disposal of the sugar produced in the 
country. It can always make available 
some more sugar for expon merely by 
making the necessary physical allocation 
especially as the export of sugar has also 
been canalised through the State Trading 
Corporation. 

Increasing production 

Again, if the government desires 
that more sugar should be available 
for export, the most direct and 
desirable way of doing it is to increase 
the production of sugar. It may be 
conceded that several steps have been 
taken in this direction and there is of 
course nothing to stop the government 
from acting even more positively in the 
matter. Instead, the Finance minister 
has.to increase the* excise duty on free 
sale sugar, a move w^hich, if anything, 
is not one likely to arouse the enthusiasm 
of the sugar industry for stepping up 
investment or production; 

In the case of crude petroleum and 
petroleum products, the government 
seems to be bent upon exploiting the 
foreign exchange angle for all that it is 
worth, Considering the series of excise 
duty onslaughts, which have been taking 
Place both before and after “the oil crisis,” 
it is doubtful that a further rise in excise 
duty is called for to regulate consumption. 
It is of course only too clear that the rise 
in the duty on motor spirit would further 
depress the automobile and allied indus¬ 
tries (as well as transport particularly the 
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taxi trade) which are not insignificant for 
the general economic activity in the 
country. The Finance minister has justi¬ 
fied the increase in the duty on furnace 
oil as an inducement to industries to 
switch over to coal-fired equipment. If 
the implication is that good quality coal 
is available in sufficient quantities and 
for needed deliveries to industrial users, 
Mr Subramaniam is evidently looking at 
the coal situation through rose-tinted 
spectacles. In any case, since the price 
of nationalized coal is about to go up 
substantially, fuel cost for industry is 
liable to rise in all circumstances. 

Uneconomic price 

Having found that the proportion of 
aluminium of electrical conductor grade 
in the total production of the industry 
has been fulling in recent years, the 
Finance minister has concluded that the 
industry’s unreasonable and inconvenient 
preference for commercial grade alumi¬ 
nium should be discouraged by an in¬ 
crease of Rs 2,000 per tonne on the 
excise duty on commercial grade alumi¬ 
nium. He claims that this measure would 
provide encouragement for greater 
production of electrical conductor grade 
aluminium so that there will be no 
shortage of this material which is re¬ 
quired by various power systems. It is 
indeed most unfortunate that the Finance 
minister has not chosen to recognize the 
obvious truth that, the controlled price on 
electrical conductor grade aluminium is 
uneconomic and that the increase sanc¬ 
tioned by the government is considered 
by the industry to be unreasonably low. 
Had the government been really in 
earnest about ensuring sufficient avail¬ 
ability of this material for the power 
systems, it could surely have taken a more 
realistic view of the price issue. More¬ 
over, the level of production of alumi¬ 
nium irrespective of the grade is almost 
wholly dependent on the industry receiv¬ 
ing sufficient supplies of electricity. 

In these circumstances the Finance 
minister cannot really expect that the 
industry will be in a better position to 
raise production merely because be is 
planning to raise his earnings by taxing 
its profits on commercial grade alumi¬ 
nium. It is within the knowledge of the 
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government that the industry is being 
required to make heavy investments in 
captive power generating facilities and 
that its internal resources have been 
depleted partly through rise in the cost 
of inputs and partly through interrupted 
working as a result of dislocations in 
the availability of electricity. It is 
strange indeed that, while waiting for the 
report of the Marathe committee on re¬ 
lief to capital-intensive industries faced 
by escalations in costs, the Finance 
minister should have chosen to add to 
the resources difficulties of an industry 
which is an obvious candidate for that 
relief. 

Finance ministers seem to have an 
itch to go down in history as architects 
of new fiscal concepts. There may be 
exceptions but Mr Subramaniam ob¬ 
viously is not to be included among 
them. Since most Finance ministers are 
practical men, they are seldom them¬ 
selves willing to cerebrate on the astral 
plane where new fiscal concepts arc sup¬ 
posed to originate. The result is what 
they propose as new concepts usually are 
really adopted children. Thus the late 
T.T. Kxishnamachari pulled out the ex¬ 
penditure tax from the Kaldorian hat. 
Mr Subramaniam has now* trotted the 
Bhoothalingam recipe for general com¬ 
modity taxation but after emasculating it. 

Value added tax 

Mr Bhoothalingam^ idea was that 
specific excise duties, the tribe of which 
kept increasing like Abou Ben Adhem, 
could conveniently be replaced by a 
general commodity taxation. The scheme 
of VAT operating in the European 
Economic Community is the kind of 
thing to which Mr Bhoothalingam’s pro¬ 
position may be said to have some family 
likeness. What Mr Subramaniam has 
called “a new concept in central excise 
taxation’', however, is to introduce a new 
item in the Central Excise Tariff Sche¬ 
dule which, with a few exceptions, will 
cover all goods produced for sale or 
other commercial purposes not elsewhere 
specified jn the Schedule. 

Goods covered under this item will 
be chargeable to nominal duty at the 
rate of one per cent ad valorem. Mr 
Subramaniam has made it clear that he 
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has not proposed this new excise exercise 
as the beginning of a process of dispens¬ 
ing with specific excise duties. It cannot 
therefore be really regarded as any signifi¬ 
cant intellectual contribution to reform¬ 
ing or restructuring central excise taxa* 
tion. It is merely an improvisation for 
earning a little moic central excise re¬ 
venue without going through the more 
exacting processes of identifying new 
items for inclusion in the excise duty 
coverage of specific commodities. Its 
immediate justification is that it is ex¬ 
pected to yield a revenue of Rs 24 crores 
per annum and it may be expected that 
in future years what Mr Subramaniam 
has now described as “a nominal duty’* 
will gradually cease to be nominal. 

I do not propose to enter into any 
debate over the inflationary effects of 
the new excise duties. It had been our 


experience jn the past that increases m 
these duties, where essential consumer 
goods or other goods in wide use 
were concerned, had always led to 
permanent increases in prices which 
had generally tended to be more than in 
proportion to the increases in the duties 
themselves. I see no reason to expect 
that the developments this time are going 
to be different. My concern therefore 
is with the basic question relating to the 
total impact of the fiscal proposals, both 
direct and indirect, on the level of 
economic activity in the country in the 
coming months. I believe that the posi¬ 
tive elements in the direct tax proposals 
will be of some value, but will not be 
sufficient to make a material difference 
to the saving, investment or production 
functions of the economy in the months 
ahead. As for the central excise duties, 
they could conceivably accentuate the 


stresses and strains experienced by some 
of the major industries in the economy 
and it is possible that they would con¬ 
tribute to some more diminution in the 
worth of the consumer rupee, , 

The basic economic approach or policy 
projected in the budget is that monetary 
discipline or perhaps monetary regimen¬ 
tation is to continue in its existing severe 
form for some time to come while a 
higher level of government expenditure 
is to be relied upon to take care of the 
liquidity needs of some of the sectors of 
the economy to a certain extent. I wonder 
how many of us would subscribe to a 
feeling that this would prove to be a 
successful prescription for the twin evils 
of inflation and decelerating economic 
growth which are playing havoc with the 
country's economic stability or its hopes 
of economic progress. 
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Direct taxes 
further scope 
for relief ? 

S. P. Chopra 

Immediately after independence, the tax 
revenue of the government of India (in¬ 
cluding the share of the states) was almost 
equally divided between direct and in¬ 
direct taxes. This was considered to be 
m equitable distribution of the tax bur- 
aen. But as years wore on, the percen¬ 
tage of direct taxes steadily decreased. In 
1950-51, the share of direct taxes was 
43.3 per cent, slightly less than half of 
the total tax revenue. Twenty-five years 
later, the budget for 1975-76 found the 
share of the direct taxes at 26.4 per cent 
only (see Table I). Looking at these 
figures, it would be unwise to jump to 
the conclusion that the distribution of tax 
burden between direct and indirect taxes 
had become inequitable Since most of the 
indirect taxes were levied on the luxuries of 
life which, in general, people in the higher 
income groups could afford, the burden 
of the indirect and direct taxes in this 
country during the past quarter century 
hud fallen increasingly on a small group 
of consumers who paid the bulk of these 
tuxes. 

Saturation point 

Even though the share of direct 
luxes in the total tax revenue at present 
was about one fourth, yet in the yield of 
these taxes the saturation point had been 
reached. In fact, because of the excessive 
direct tax burdens, new evils such as 
black money had raised their heads in 
the economy. Committee after commit¬ 
tee had come to the conclusion that there 
was case for reduction in ditect taxes and 
not for any further increase. As the 
yield from direct taxes was not as elastic 
as was the case with indirect taxes, this 
I trend was likely to continue in the com¬ 
ing years as well. 

The budget proposals for 1975-76 in 
respect of direct taxes clearly indicated 
that there was not much room for fur¬ 
ther taxation.; in fact, there was need for 
relief. The concessions which the Finance 
minister thought were urgently required 
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would result in a net reduction of nine 
crores of rupees under income tax in 
1975-76. The budget also levied addi¬ 
tional taxes equivalent to Rs 10.50 crores 
on the corporate tax under the direct 
taxes; there was thus marginal additional 
impost of Rs 1.50 crores. 

Table I 

Tax Revenue (inculding the Share 
of the States) 

(Rs crores) 



1950-51 

1975-76 

(Budget) 

Direct taxes 

175.23 

1804.46 

Indirect taxes 

(43.3) 

229.31 

(26.4) 

5034.96 

Total taxes 

(56.7) 

404.54 

(73.6) 

6839.42 


(100.0) 

(100.0) 


There was, however, genuine disap¬ 
pointment in some sections of society 
with the budget for 1975-76 as it was felt 
that the good work initiated by Mr Y. B. 
Chavan last year regarding the reduction 
of the highest marginal rale of taxation 
from 97.75 per cent to 70.00 per cent had 
not been carried forward. It was the 
Wanchoo Committee which had pleaded 
for a reduction in direct taxes and finding 
that there was merit in the way the case 
had been argued, Mr. Chavan had not 
only lowered the highest marginal rate 
but had also reduced the tax burden on 
middle and lower levels of income. In¬ 
stead of providing further relief as was 
expected, Mr C. Subramaniam thought 
that the policy adopted last year needed 
to be given ‘‘a fair trial'*. Did it follow 
that the Finance Minister was not fully 
convinced of the utility of the policy 
pursued in the preceding year? 

Much before the Wanchoo Committee 
report, the Bhoolhlingam report had 
put in a fervent plea for the raising of 
the minimum exemption limit to Rs 7,500. 
The manner in which prices in general 
had risen within the last two years and the 
purchasing power of the rupee had dwind¬ 
led, there was a convincing case for rais¬ 
ing the income tax exemption to Rs 
10,000 at least. The Finance minister 
ignored even this sound suggestion put 
forward by an impartial source. No 
wonder that salaried classes in the lower 
income brackets were hard put to under 
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this dual burden of inflation and the high 
incidence of income tax. 

In Table II the individuals assessed to 
income tax in 1971-72 are listed accord¬ 
ing to the range of total income assessed. 
U will be seen that the number of assesses 
with income below Rs 7501 in 1971-72 
was 8,33,212 or 44.23 per cent of the total. 
The income tax payable by these assessees 
as at Rs 12.81 crores was 3.6 per cent of 
the total. If the expenditure for process¬ 
ing these cases were taken into account, 
the net loss to the exchequer by raising 
the exemption limit to Rs 7,500 will not 
be found to be significant. 

In regard to long-term savings through 
provident funds and life insurance, the 
budget proposals had enhanced the quan¬ 
tum of concession available hitherto. 
Deductions in this regard wilt equal Rs 
4,000 ofthe qualifying savings. Savings 
of the order of Rs 6,000 over and above 
the exemption limit of Rs 4,000 will en¬ 
joy 50 per cent tax holiday. Savings 
above the Rs 10,000 level will enjoy a 
deduction of 40 per cent only. This is 
indeed a great improvement over the 
concessions available hitherto as shown 
in the Table II below: , 

TABLE II 


Deduction in respect of Long-term 
Investment 




Assessment 

year* 

1975-76 

Assessment 

year 

1976-77 

First 

Rs 2,000 

100% 

100% 

Next 

2,000 

50 % 

100% 

Next 

1,000 

50% 

50% 

Next 

5,000 

40% 

50% 

Balance 

40% 

40% 


•Applicable since the assessment year 
1974-75. 


The above-mentioned increased de¬ 
ductions allowed in respect of long-term 
savings will however need to be seen in 
the context of the various other deductions 
which are available currently, in parti¬ 
cular to the salaried classes. The con¬ 
cept of standard deduction elaborated in 
the last year’s budget went a long way in 
providing retief to this group of assessees. 
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10,000, the Stamford deduction was put 
at 20 per cent nc. Rs 2,000. For salary 
above this level, the deduction allowed 
was 10 per cent with the ceiling at Rs 
3,500. 

This new concept of making ex¬ 
penditure incidental to employment as a 
function of the salary drawn was indeed 
a great relief and was instrumental in 
reducing the tax incidence. On top of 
that, the investors in the salaried classes 
will continue to enjoy exempt ion on 
interest and dividend receipts up to Rs 
3,000. (This concession is however avai¬ 
lable to all assessees). All these conces¬ 
sions may bring relief to the thrifty among 
the salaried groups. With the exemption 
limit at Rs 6,000, the standard deduction 
at Rs 3,500, the deduction in respect of 
dividends and inteiest at Rs 3,000 and the 
100 per cent relief in long-term savings at 
Rs 4,000, the benefit to the savers among 
the salaried groups may work out to be 
substantial, though it may be hard to 
locate many assessees who will be in a 
position to get full relief in respect of all 


tkm concessions; One thing which could 
be safely put down about this budget was 
that it was saving-oriented irrespective 
of the fact whether the salaried classes 
were in a position to save or not, in view 
of the crippling blow given by rising 
prices in the past two years. 

Development rebate 

Four years ago, the then Finance 
minister, Mr Y. B. Chavan, had stated in 
his budget speech that the government 
would withdraw the concession of 
development rebate for ships acquired 
and plants and machinery installed after 
May 31, 1974. Last year, this concession 
was extended by a year and the develop¬ 
ment rebate was made admissible in 
respect of ships which were ordered before 
December 1, 1973 if they were acquired 
before June 1,1975. Because there had 
been a further delay in the acquisition 
of ships ordered till the cud of 1973, the 
Finance minister, Mr C. Subramaniam, 
had agreed to extend the date of acquisi¬ 
tion to January 1, 1977. This was indeed 
a marginal concession designed to assist 


the purchasers of ships. The major point 
to be noted was that with this, the era of 
development rebate in this country would 
come to end. The accelerated growth of 
priority industries Was due not a little to 
the provision of development rebate dur¬ 
ing the past two decades. It still remains 
to be seen how far tiie replacement of the 
development rebate by an initial deprecia¬ 
tion allowance of 20 per cent of the cost 
of machinery and plant installed in selec¬ 
ted industries would fill the void. 

The development rebate on plant and 
machinery was provided in 1954. It was 
stipulated that all plant and equipment 
installed after March 3L 1954 and used 
wholly for the purpose of taxpayer’s busi¬ 
ness was entitled to this concession. The 
rebate was as high as 35 per cent of the 
actual cost in respect of plant and 
machinery for priority industries; the 
non-priority industries were entitled to 
only 20 per cent of the cost of plant and 
machinery. The percentage for ships was 
as high us 40. It needs to be underlined 
that the development rebate was permissi- 
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bte la addition to the normal depreciation 
under which full cost was deductible. 

However, the enterprise enjoying the 
benefit of development rebate was re¬ 
quired to set apart 75 per cent of che 
value of the rebate into a special reserve 
fund to be used for business purposes. 
There was also restriction on the transfer 
of the property enjoying the development 
rebate during the first 10 years in order 
to curb the abuse of the facility. 

Whereas the development rebate en¬ 
titled a unit to a tax-free recovery of an 
amount equal to 120-140 per cent of the 
cost of the asset, it also amounted to a 
substantial reduction in profits. However, 
thir» short-term disadvantage was con¬ 
siderably eclipsed by the advantage flow¬ 
ing from the mounting reserves built up 
under this head. Also, that the abolition of 
development rebate would result in an 
increase in the tax burden of the corporate 
sector was an undisputed fact. 
Inconclusive evidence 

The decision to do away with the 
development rebate was based on the re¬ 
commendations of the Wanchoo and 
Bhoothalingam committees. While Mr 
Bhoothalingam was worried that the deve¬ 
lopment rebate would create a tendency 
to use capital a little too liberally, even 
wastefully, the Wanchoo committee was 
convinced that development rebate had 
outlived its utility. While both these 
committees were in favour of scrap¬ 
ping the development rebate, the evidence 
produced by them was not conclusive. 
As stated by the present writer in the 
Budget Number of last year (page 412), 
this was not the time to withdraw this 
concession which had proven its worth in 
hastening the pace of industrialisation. 
The argument ran as follows: 

“It may be stated here that develop¬ 
ment rebate in this country was introduc¬ 
ed consequent upon the recommendation 
of the Taxation Enquiry Committee which 
had opined that the initial and additional 
depreciation aUowances were not adequate 
to meet the replacement requirements of 
certain industries. The depreciation 
allowance at best replaces the original 
capital invested in the plant and machi¬ 
nery, the experience of the last two de¬ 
cades has shown that it is hardly adequate 
to replace the equipment for two reasons. 
First, the cost of machinery and equip¬ 


ment continues to risi year after year. 
Second, the technological "breakthrough 
in all the major sectors of industry, in¬ 
volves replacement of improved and 
modernised machinery. Both these factors 
tend to increase the cost of replacement 
several-fold for which the depreciation 
allowance is highly inadequate. 

“The development rebate facilitated 
each industrial unit to build up its re¬ 
serves from income generated by it and 
could ultimately be used to meet the re¬ 
placement cost of fixed assets. It has 
hitherto been used not only as a correc¬ 
tive factor for the rise in prices of plant 
and machinery but also for stimulating 
the inflow of capital for industrial ex¬ 
pansion. Initially it had been allowed at 
the flat rate of 25 per cent for all new 
plant and machinery but later this con¬ 
cession was made more liberal for prio¬ 
rity industries. In the case of the shipping 
industry, it was raised to 40 per cent. 

“The charge that development rebate 
allows wasteful use of capital has not 
been proved. In fact some studies made 
recently have demonstrated thpt it is neu¬ 
tral between techniques of different capi¬ 
tal intensities. The truth of the matter 
is that this is hardly the time to with¬ 
draw this concession which has proven 
its worth in the past and is thought to be 
vitally necessary not only for the expan¬ 
sion of priority industries but also such 
traditional industries as textiles, sugar, 
paper and cement wherein grave short¬ 
ages have already emerged with the ex¬ 
ception of sugar. 

“Again* a study of the balance sheets 
of 701 companies made recently by the 


Reserve j&tik. of \ India ‘ 
gross asset formation lias rweived 
stimulus in recent years due to tbe deve¬ 
lopment rebate. It is feared that the 
withdrawal of development rebate would 
result in a fall in the rates of growth of 
capital and assets which would ultimate¬ 
ly slow down the pace of expansion in 
industry.” 

Tax holiday 

At present, the Income-tax Act pro¬ 
vides for a tax holiday equivalent to 6 
per cent per annum of the capital em¬ 
ployed in an industrial enterprise. This 
amount is deducted from the profit while 
computing the tax incidence. This con¬ 
cession is available in respect of indus¬ 
trial undertakings going into production 
before April i, 1976 and also for ships 
which go into operation before this date. 
This concession is available to all hotels 
irrespective of the date by which they 
start functioning. 

Reacting sharply to this preferential 
treatment meted out to hotels, the 
Finance minister extended this benefit for 
another five years up to April 1, 1981, 
so as to cover industrial undertakings, 
ships and hotels. “I find no justification 
for giving this preferential treatment to 
approved hotels over industrial under¬ 
takings and ships”, said the Finance 
minister, Mr C. Subramaniam. This was 
indeed a welcome gesture as it accorded 
equal facility to ail—hotels, industrial 
undertakings and ships. But the Finance 
minister brought forth another change. 
While the quantum of tax holiday pro¬ 
fits in the case of companies was raised 
from 6 per cent to 7.5 per cent per annum 
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At the present time, when the cessation of hosti- small gains, no doubt, have been secured in a ft* 
jjities in the European theatre of war may be said* directions and some of our manufactures ha*c 
to be in sight, the export trade interests in this found a market in Australia* South Africa and the 

country are naturally exercised over the immediate Middle East. But the permauance of even these 

post-war prospects. While the war has brought few gains depend on the government taking up 

in its train a measure of dislocation and loss of energetic steps to assist Indian industries in mam - 

foreign markets, which is perhaps inevitable, there taining and developing their position in the foreign 

is no denying that an unimaginative export policy markets. It is for this reason that the .Fodem- 

and a defective system of export control on the tion of Indian Chambers of Commerce and 

part of the government have combined to impose Industry have, in their recent annual session, urged 

avoidable hardships on the trading community the government to take up. without delay wen 

and hamper constructive developments. Some steps as may be necessary in this matter. 
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jf the capital employed, dividends paid 
o shareholders out of tax holiday profits 
eased to be exempt from tax as hitherto. 
Iiis decision was taken largely for ad- 
ninistrative reasons. 

A school of thought in this country 
)elieved that tax incentives were not re- 
evant to investment decisions and that 
ither considerations such as the size and 
earness of the market, availability of 
aw materials, skilled as well as unskilled 
ibour, power, communciations etc. 
xerted more influence in the setting up 
f an industrial unit than the tax con- 
essions give by the government. Follow- 
ig this line of argument, it was very 
ften suggested that both the tax holiday 
nd the development rebate were of 
;condary importance. There was no 
oubt that the factors listed above had a 
irge bearing on the location of an in- 
ustrial unit at a certain place but in 
orking out the projected profit-and-Ioss 
founts of the undertaking, the tax in- 
bntives did play an important part. If 
lese incentives were not there, then 
lany an industrial unit might not have 
ecn a feasible proposition. The tax 
oliday which was made available for 
ic initial five years was of considerable 


use to a new enterprise which was having 
teething troubles. It might take time to 
strengthen its position in the market. 
The assistance provided by the govern¬ 
ment thus came in handy. 

A decision to abolish the tax incen¬ 
tives was welcome provided the rates of 
taxation were lowered. Among the ele¬ 
ments which constituted the “climate fot 
investment”, the incidence of tax was a 
potent factor. A lowering of the tax 
rate was likely to widen the tax base and 
result in substantial increase in economic 
activity leading to further inflation in 
tax revenue. 

At the end of 1974, feverish activity 
by companies for mobilising deposits 
from the public was witnessed in all the 
metropolitan centres. These companies 
offered high interest rate ranging from 
10 to 15 percent for one to three years. 
Over the past few years, these companies 
had found these public deposits as a 
very handy form of finance. As the in¬ 
terest rates charged by the banks have 
been high, the companies have found it 
profitable to raise money from the public 
at comparatively cheaper rates. How¬ 
ever, some of these companies do not 
have a good record in regard to honour- 
Table IU 


tng their commitments, That fa 
recently a gazette notification gave details 
regarding the rules governing company 
deposits. Even within the framework of 
these rules, many of the leading com¬ 
panies will no doubkeontinue to mobilise 
funds from the public. 

The Finance minister thought it ad¬ 
visable to raise some money by levying 
a lax on deposits mobilised by non- 
financial non-banking companies from 
the public. He was also keen to ensure 
that the monetary policy of the govern¬ 
ment was not vitiated by unrestricted 
growth of deposits in the non-ban king 
sector. The budget proposals therefore 
provided that 15 per cent of the interest 
paid by non-banking, non-financial com¬ 
panies on deposits received from the 
public will not be allowed in their taxable 
income. There is no doubt that this is a 
fresh levy on deposits mobilised by banks 
but it is not likely to become a deterrent 
in obtaining deposits from the public. The 
companies arc currently being called 
upon to pay by the banks as much as 
15 to 17 per cent on advances while they 
offer anywhere between 10 to 15 per cent 
on deposits. Hence the fresh levy is likely 
to be easily absorbed by thes<^ companies. 
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Indian tuba Hava a modem plant and thefatest 
equipment. They also have the finest tube . 
technologists, men who control quality at each 
stage of manufacture and constantly work 
towards product diversification to enable the 
Company to meet growing demands for 
steel tubes—in India and the export markets. 

INDIAN TUBE 

THE INDIAN TUBE COMPANY LIMITED 
A Tata-Stewarts and Uovds Enterprise 
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Indirect taxes: 

another 
massive dose 

R.C. Ummat 

In line with the general practice followed 
by his predecessors, the union minister for 
Finance, Mr C. Subramaniam, in his 
maiden budget exercise for the central 
government, has taken resort to adminis¬ 
tering a fairly heavy dose of indirect taxa¬ 
tion to the nation in preference to the 
direct taxation dose. Of the Rs 287.77 
crores net yield expected next year from 
his budgetary proposals, which were pre¬ 
sented by him to parliament on February 
28, as much as Rs 284.52 crores revenue 
is anticipated to result from indirect taxes 
—customs and excise duties—and only Rs 

1.5 crores from direct taxes—corporation 
tax, income tax, estate duty, wealth tax, 
gift tax and interest tax. The balance Rs 
1.75 crores will accrue on account of the 
central sales tax meant for the states and 
union territories. The benefit to the union 
territories comes to the central exchequer 
as their revenue forms part of the Conso¬ 
lidated Fund of India. As the central 
sales tax too is meant to be passed on to 
consumers, the proposed indirect taxes, 
thus, should be yielding next year as much 
as Rs 286.27 crores out of the total reve¬ 
nue of Rs 287.77 crores expected from 
the new taxation proposals. 

Additional yield 

It, however, needs to be mentioned 
that some of the direct taxation proposals 
made by Mr Subramaniam’s immediate 
predecessor, Mr Y.B. Chavan, which 
were not meant to yield any additional 
revenue during the current financial year, 
would be yielding nearly Rs 14.5 crores 
next year. These included withdrawal of 
some exemptions in assessing net wealth 
of assessees for the purposes of the 
Wealth-tax Act and stepping up of the 
rate of surtax from 30 to 40 per cent in 
respect of chargeable profits of companies 
exceeding 15 per cedi of capital. 

Even if account is taken of this fact, 
the position regarding hi) overwhelming 
accent on indirect tanks in next year's effetf 

sraqiAi, *pnow JWMMit 


at resources mobilisation does not alter. 
The net fresh taxation burden on the 
nation in 1975-76 will be Rs 302.27 crores 
—Rs 286.27 crores on account of indirect 
taxes and Rs 16 crores pn account of dir¬ 
ect taxes. 

The greater reliance of union Finance 
ministers on indirect taxation in their 
endeavours at resources mobilisation, of 
course, has not been unwarranted. In a 
developing country such as ours, the posi¬ 
tion cannot be otherwise if mobilisation of 
resources has to be on a massive scale for 
fostering economic growth. Direct taxes 
have their limitations, whereas indirect 
taxes can yield much more wholesome 
results as the economy grows. In fact, 
there have been only a very few occa¬ 
sions in the second half of the 1950s and 
in the early 1960s when the union Finance 
ministers, Mr T.T. Krishnamachari and 
Mr Morarji Desai, administered fairly 
large doses of direct taxation. 

Sea-change effected 

As a result of the lax efforts of the 
union Finance ministers since 1950-51, the 
pattern of yields from the various sources 
to the central revenues has undergone a 
sea-change. In 1950-51, when the total 
net revenue of the central government 
was of the order of Rs 405.86 crores, the 
net tax revenue amounted to Rs 357 cro¬ 
res and the non-tax revenue to Rs 48.86 
crores. In the net tax revenue, direct 
taxes accounted for as much as Rs 129.51 
crores and indirect taxes for Rs 227.49 
crores. The share of non-tax revenue in 
the total net revenue of the central govern¬ 
ment then worked out to about 12 per 
cent and that of tax revenue to approxi¬ 
mately 88 per cent. Direct taxes accoun¬ 
ted for nearly 36.3 per cent of the net tax 
revenue and indirect taxes for the remain¬ 
der 63.7 per cent. 

By 1955-56, the share of non-tax reve¬ 
nue in the net receipts of the central 
government improved to approximately 
13.7 per cent. Taxes, thus, contributed 
nearly 86.3 per cent of the total net reve¬ 
nue. The share of direct taxes in the net 
tax receipts dwindled to 27.5 per cent and 
that of indirect taxes grew to 72.5 per 
cent. The total net revenue had grown 
by that year to Rs 481.19 crores. The non- 
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tax sources yielded Rs 69.72 crores and 
taxation Rs 411.47 crores. The yield 
from indirect taxes was Rs 295.69 crores 
and that from direct taxes Rs 115.78 
crores. : 

By 1960-61, the total net revenue of 
the centre had grown to Rs 877.46 tfores. 
The contribution of non-tax sources to 
this was Rs 147.32 crores—approximately 
16.8 per cent—and that of taxation Rs 
730.4 crores—83.2 per cent. The share 
of indirect taxes in the net tax revenue 
was nearly 72 per cent and that of 
direct taxes approximately 28 per cent. 
As mentioned earlier, Mr T. T, Krishna¬ 
machari had made shortly after 1955-56 a 
major effort at putting up direct taxes. 
This was the reason for a slight improve¬ 
ment in percentage terms in the contribu¬ 
tion of direct taxes to the net tax reve¬ 
nue towards the close of the 1960s. 

The five years to 1965-66 saw some 
further improvement in the share of non¬ 
tax revenue in the total net revenue. Out 
of the total net revenue—Rs 2,320.39 cro¬ 
res—in 1965-66, non-tax revenue account¬ 
ed for Rs 535.77 crores—slightly over 23 
per cent. The net tax revenue in that 
year aggregated to Rs 1,784.62 crores. It 
was shared by the direct and indirect taxes 
in the ratio of 26.6 and 73.4 per cent. 
Thus, the indirect taxes again started 
yielding a higher percentage of the net 
tax revenue than the direct taxes, even 
though Mr Morarji Desai made a stre¬ 
nuous effort after the Chinese aggression 
to step up direct taxes. 

Increased contribution 

The next five years to 1970*71 saw 
some further growth in the yield of non¬ 
tax sources to the total net revenue—to 

26.5 per cent. The share of net tax reve¬ 
nue in the total net revenue declined to 

73.5 per cent. The contribution of direct 
taxes to the net tax revenue, during this 
period fell to just about 21 per cent. The 
indirect tax started yielding nearly 79 per 
cent of the net revenue. The total net re¬ 
venue of,the central government in 1970-71 
was 3,341.86 crores—contributed to the 
tune of Rs 890.50 crores by non-tax sources 
and to the extent of Rs 2,451.36 crores by 
taxation. Direct taxes yielded Rs 511.46 
crores and indirect tax Rs 1,939.9 crores. 
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Next year's estimates reveal that 
although there wilt be & significaat im¬ 
provement in the contribution of the 
non-tax sources to the total net revenue 
of the centre, its relative importance will 
go down. The non-tax sources will yield 
Rs 1,656.45 crores out of the total of 
Rs 7,114.01 crores—23.3 per cent. The 
contributions by direct and indirect tax— 
Rs 1,150.05 crores and Rs 2,923.76 crores 
—to the net tax revenue (Rs 5,457.56 
ctores), of course, will be approximately 
in the same proportion as in 1970-71. 

The above makes it clear that during 
the' past 25 years, although non-tax 
revenue has assumed significantly higher 
importance, the reliance on indirect taxes 
has been to a much greater extent in the 
mobilisation of additional resources for 
the central exchequer. 

Among indirect taxes, the union 
Finance ministers have been relying more 
and more on excise levies than on customs 
duties. A good deal of revenue from cus¬ 
toms duties has flowed from the counter¬ 
vailing levies necessitated by increases in 
excise imposts. Since 1950-51, whereas 


the revenue from customs duties has 
gone up from Rs 157.15 crores to Rs 
1,300.00 crores (revised estimate for the 
current financial year), that from excise 
levies has increased from a bare Rs 
67.54 crores to as much as Rs 2,481.80 
crores. Next year's estimates put the 
yields from the two levies at Rs 1,284.05 
crores and Rs 2,920.76 crores i respec¬ 
tively. Emphasis on excise duties as a 
major source of revenue came to be 
placed immediately after the launching 
of the first five-year Plan in 1950-51 with 
the result that the revenue from this 
source soon overtook the realisations not 
only from customs levies but also from 
all other imposts. 

Another interesting fact that emerges 
from an analysis of the revenue receipts 
of the central government during the 
past two and half decades is that whereas 
the revenue from taxes bn income and 
expenditure, on property and capital 
transactions and from customs duties 
has been going up steadily, showing oc¬ 
casional jumps when in some years these 


imposts were put 'up- quite ftbeply,Jl$iat 
from excise duties has been at least dou¬ 
bling in every five-year period. The 
revenue from excise duties rose from Rs 
67,54 crores in 1950-51 to Rs 128.68 
crores in 1955-56, Rs 341.25 crores in 
1960*61, Rs 752.00 crores in 1965-66, 
and Rs 1,368.50 crores in 1970-71. The 
revised estimates for the current finan¬ 
cial year place this revenue at Rs 2,481.80 
crores. Next year it is expected to go 
up to as much as Rs 2,920.7 6 crores. 

Among the indirect taxes, propor¬ 
tionately greater reliance on excise 
duties has not been surprising. With the 
development of the economy, customs 
revenue does not grow as fast as revenue 
from excise duties. The other elastic 
source of revenue—imposts on land (a 
direct-tax), sales tax, etc.—fall in the 
jurisdiction of the state governments. 

In confirmity with the general trend 
in indirect taxes during the last 25 years 
—which was interrupted twice only, for 
the first time in the first half of the 1960s 
and then in 1973-74 when customs levies 
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were fat up to yield more additional 
revenue than excise duties—Mr Subra- 
maniam has relied overwhelmingly on 
excise duties to raise additional revenue 
next year. Of the net Rs 287,77 crores re¬ 
venue expected to be realised from the new 
taxation proposals, Rs 238.85 crores will 
accure to the centre and the remainder 
to the state governments. The central 
revenue will benefit to the extent of Rs 
194.81 crores from the changes in excise 
duties, Rs. 34.05 crores from customs 
levies and Rs 2.26 crores from adjustments 
in direct taxes. 

. So far as customs duties are concerned, 
Rs 9.55 crores additional revenue is 
anticipated to accrue on account of the 
countervailing import levies necessitated 
by increases in excise imposts on motor 
spirit, furnace oil, synthetic yarn and 
some other items. The balance Rs 24.50 
crores will result from the stepping of 
the countervailing duties on copper and 
copper alloys (by Rs 3,500 per tonne) and 
zinc (by Rs 2,125 per tonne). No change, 
of course, has been effected in the cus¬ 
toms tariff rates. The auxiliary duties 
of customs levied under the Finance Act 
of 1974 too have not been tempered with. 
They arc being continued undisturbed 
up to June 30, 1976. 

The countervailing duties on motor 


spirit, furnace oil, synthetic yarn and 
some other items have , been raised by 
Mr Subramaniam in the normal course 
as a sequel to enhancing the excise duties 
on them. The same, however, is not the 
case with zinc and copper and copper 
alloys. The countervailing duties on them 
have been stepped up in view of the dec¬ 
line in their international prices during 
the recent past. As a result of the above 
step, the Minerals and Metals Trading 
Corporation, through which imports of 
non-ferrous metals are being effected, 
should be able to offload without much 
loss its unduly large stocks of copper 
and zinc worth about Rs 61 crores, which 
have got piled up owing to the recent 
recession in the two markets. The do¬ 
mestic producers of the two metals too 
should be able to realise somewhat better 
prices for their products. But this will 
not help at least Hindustan Copper to 
wipe ofT its loss. Apart from the high cost 
of domestic production resulting 
from the smelting of lower grades 
of copper ore than in the major copper 
exporting countries, the major reason for 
the loss to Hindustan Copper is the high 
excise duty its production has been at¬ 
tracting since last year. 


The excise duty on copper was 
raised last year from Rs 2,625 
table I 

Revenue of Union Government 


to as much as Rs 7,000 pur tonne da the 
ground that the international price was 
soaring. With this high rate of excise, 
duty, Hindustan Copper will still be at 
a disadvantage even though the duty on 
copper imports has been raised by Rs 
3,500 per tonne. The increase m the 
countervailing duty on copper imports 
does not offset the inmease in excise duty 
effected last year which was of the order 
ofRs 4,375 per tonne. Zinc producers, 
however, should stand to gain significan¬ 
tly, for as against Rs 1,725 per tonne 
increase—to Rs 2,625—in excise duty on 
this metal in the last year's budget, the 
countervailing customs duty on it has 
been stepped by Mr Subramaniam by as 
much as Rs 2,125. The domestic pro* 
ducers of copper and zinc are allowed to 
charge the same prices as the Minerals 
and Metals Trading Corporation. The 
sale prices of MMTC are based on im¬ 
ported prices plus the customs duties and 
a small margin of profit in lieu of service 
charge. The fall in the international 
prices of the two metals is said to have 
been very pronounced. There is, thus, 
a case for a downward revision of the 
excise levy on copper. 

As regards excise duties, substantial 
additional revenue is envisaged by Mr 
Subramaniam from the increases effected 

(Rs crores) 


1950-51 1955-56 1960-61 1965-66 1970-71 1974-75 1975-76 








Budget 

Revised 

Budget 

Total Net Tax Revenue of Union 
Government 

357.00 

411.47 

730.14 

1,784.62 

2,451.36 

4,299.62 

4,903.53 

5,457.56 

Of Which: 

Taxes on Income and Expendi¬ 
ture 

125.70 

113.23 

191.97 

453.72 

484.60 

878.74 

972.68 

1,088.13 

Taxes on Property and Capital 

Transactions 

3.81 

2.55 

13.49 

19.83 

26.86 

56.27 

58.73 

61.92 

Taxes on Commodities and 

Services 

227.49 

295.69 

524.68 

1,311.07 

1,939.90 

3,364.61 

3,872.12 

4,307.51 

(i) Customs 

157.15 

166.70 

170.03 

538.97 

524.02 

937.05 

1.300.00 

1,284.05 

(ii) Union Excise Duties 

67.54 

121.68 

341.25 

752.00 

1,368.50 

2,?45.7I 

2.481.80 

2,920.76 

i Non-tax Revenue 

48.86 

69.72 

147.32 

535.77 

890.50 

1,340,36 

1,581.15 

1,656.45 

Total Net Revenue of Union 

Government 

405.86 

481.19 

877,46 

2,320.39 

3,341.86 

5,639.98 

6,484.68 

7,114.01 

States’ Share in Union Taxation 4 


73.59 

165.38 

276.05 

755.44 

1,197.99 

1,224.41 

1,381.86 

Of which; 

Excises, including additional 






* 


lew in lieu of sales tax, ac- 

count for 

—* 

16.57 

75.01 

148.92 

390.05 

698.10 

702.54 

830.15 


* The union government’s revenue has been deducted; so also for the total taxation effort of the union government. 
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by him inthb levies on frec-sale sugar 
ind fchandsari, cemeitf, yarns and fab¬ 
rics (cotton as well as raybn and synthe¬ 
tic), aluminium, tobacco, motor spirit 
and ftirnace oil and some categories of 
paper and board. Several other items, 
including dystuffs, toilet preparations, 
glass and porcelain ware, electric fans 
and air-conditioners (including their 
parts), electric wires and cables, etc., too 
are expected to yield sizeable additional 
revenue, but the increase in the incidence 
of excise levies on them by and large has 
been kept moderate. The other items 
subjected to increased burden on a 
modest scale include tea, tyre dap, safes 
and strong boxes, gramaphones and cine¬ 


matograph films. A new levy attherate 
of 15 per cent ad valorem has beat pro¬ 
posed on graphite electrodes and anodes. 

One per cent excise duty has also been 
proposed, with a few exceptions, to cover 
all goods produced for sate or other com¬ 
mercial purposes not elsewhere specified 
in the Central Excise Tariff Schedule. 
The exemptions granted are for the pro¬ 
ducts of factories not employing more 
than 49 workers in case power is used and 
not more than 99 workers if power is 
not used. Exemption has also been 
granted from this levy on intermediate 
products and component parts produced 
in a factory and also consumed there 


itself for the manufacture of finished 
goods. 

The excise burden on free-sale sugar 
(the duty on levy sugar meant for domes*, 
tic distribution through fair-price shops) 
and cement has been raised quite steeply 
to yield Rs 30.25 crores and Rs 15.95 
crores, respectively, primarily to curb 
consumption within the country and to 
throw up larger surpluses for export. 
The khandsari units will hereafter work 
under the normal central excise proce* 
dure and pay a duty at 17.5 per cent ad 
valorem to yield Rs 19.60 crores. The 
current compounded levy scheme on this 
item has been withdrawn. This measure 
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That*s what you get when you 
travel with State Bank Travellers Cheques, 

State Bank Travellers Cheques mean 
total safety: in case of loss, you get foil refund. 

And without your second signature, 
no one can encash them. 

Travellers Cheques are convenient: 
yojican get them at any office of the State Bank. 

And anyone can buy them— 
even those who don’t have accounts with thn 
State Bank. They are accepted at 
over 10,000 places all over India., 

They are good until used. There’s no time 
limit on spending them. 

Available free of commission, in 
denominations of Rs. SO, Rs. 100 and Rs. 500. 

State Bank Travellers Cheques now come to 
you in brighter and more colourful designs. 
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tbe sugar manufacturing 
units ktiracHing incrcused supplies of 
sugarcane so as fa increase their output 
to the maximum. The cane crop being 
quite satisfactory* it i& expected that as 
a result of the above levy, sugar output 
during the current crushing season may 
go up to 4.3*4.4 million tonnes. The 
production trend so far has been quite 
encouraging. Up to January-end, nearly 
three lakh tonnes more sugar had been 
produced in comparison with the last 
year's output. Sugar and cement exports 
undoubtedly are attractive propositions 
at present due to high international 
prices, even though sugar prices have 
tended to soften recently. The two com¬ 
modities, further, are in demand in the 
west Asian countries. Larger exports 
of them should add considerably to our 
foreign exchange earnings. 

Excise i«vy 

Tea and fine and super-fine cloth too 
fall in this ^category to some extent, al¬ 
though the primary purpose of raising the 
excise burden on them is to mobilise ad¬ 
ditional revenue. The excise levy on all 
types of tea, of course, has not been 
raised, even though the increase in the 
levy is only modest—10 to 15 paise per 
kg. Teas of zone III have been given 
some relief as they had been hitherto 
subjected not only to the highest rate of 
duty but also their cost of cultivation 
was high and yields low. Excise levy has 
been raised on the teas of the other four 
zones—I, II, IV and V. Slightly larger 
surpluses of tea should become available 
for export as a result of the enhanced 
burden of the excise duty, though it will, 
after raising the ceiling limit on the 
quantum of rebate admissible for export¬ 
ed teas under the scheme from the exist¬ 
ing level of 75 paisc to 85 paise per kg 
yield only an additional revenue of 
Rs 3.40 crores. The raising of the ceil¬ 
ing for rebate admissible to exported 
teas apparently was necessary lest ex¬ 
ports should suffer from competition 
from the other tea producing countries. 

In the case of fine and superfine 
doth, the excise burden has been in¬ 
creased not only through raising the duty 
at the yarn stage but also by fixing a 
aaifcrm tote of compounded levy of 

SPECIAL antoOBT NUMBER 


Rs 200 per loom per year for units 
where not more than 40 powerlooms are 
installed and by fixing quantitative limits 
upto which fents and rags of cotton 
fabrics can be cleared at concessional 
rates. Fents and rags cleared in excess 
of the prescribed limit will be required 
to pay the higher duty. The idea is to 
discourage misuse of the concession. 
Although the world trade in textiles had 
suffered a setback a few moths ago, it is 
said to have picked up again. Larger 
exports of fine and superfine doth should 
result from slightly higher exportable 
surpluses becoming available owing to 
the above changes in excise levies. The 
net addition to the excise burden on 
cotton yarn and fabrics has been esti¬ 
mated at slightly over Rs 17 crores in 
the next year. Handloom products are 
not to be affected. 

But contrary to expectations, the ex¬ 
cise burden has been raised very signifi¬ 
cantly on rayon and synthetic yarns 
(including blended yarns) and fabrics. 
The net jnersase in revenue from the ad¬ 
justments made in the excise duties on 
these yarns and fabrics—the former has 
been raised quite steeply and the latter 
scaled down on administrative considera¬ 
tions—has been estimated around Rs 32 
crores. The sluggishness in the demand 
for caprolactum obviously did not war¬ 
rant additional excise burden on rayon 
yam and fabrics. But perhaps revenue 
considerations were more pressing than 
the state of the synthetic fibres industry. 
The textile sector as a whole, indeed, will 
be making considerably more contribu¬ 
tion to the central as well as state ex¬ 
chequers—to the extent of nearly Rs 50 
crores. 

Tax on motor oil 

The increase in the burden of excise 
duties on motor spirit, though modest 
around 10 paise per litre, has been effected 
with the twin objectives of restricting the 
outgo of foreign exchange on imports 
of crude oil and raising additional re¬ 
venue to no insignificant extent—Rs 18 
crores. The same is the case with fur- 
nance oil, though an additional reason 
for putting up the excise levy by three 
paise a litre on this petroleum product 
is the discouragement of its use in the 
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interest oif encouraging the use of tile 
alternative indigenous sources of energy, 
particularly coal Significantly enough 
diesel oil and kerosene have been spared 
from additional imposts, the former on 
account of its large use in agriculture and 
public transport and the latter owing to 
not hurting the interests of the rural 
folk who use it for lighting purposes. 
With the duties on these products having 
been raised steeply in the last two years, 
further huke in them was not warranted 
even otherwise. 

Concern for power industry 

Of the remaining modifications in ex¬ 
cise duties, the most significant apprently 
is the sharp increase in the levy on com¬ 
mercial grade (CD) aluminium. This duty 
has virtually been doubled from 40 per 
cent ad valorem (including the auxiliary 
duty) to nearly 80 per cent. Mr Subra- 
maniara has justified the enhancement 
in this levy on the consideration that the 
output of electrical conductor grade 
(ECG) aluminium has to be pushed up 
as it has fallen disproportionately in the 
recent years compared to that of com¬ 
mercial grade aluminium. In view of . 
the emphasis being put on the develop¬ 
ment of power in the country, the stress 
on stepping up the manufacture of ECG 
aluminium is not unwarranted. But the 
wide difference between the duties on 
this type of aluminium and CG alumi¬ 
nium can create a very ticklish position. 

As a result of the increase in the duty 
on CG aluminium, its price should go up 
very markedly from the present level of 
about Rs 7,364 per tonne, including basic 
excise and auxiliary duties, to nearly Rs 
10,000 a tonne, as along with the Rs 
2,000 per tonne increase in basic duty 
the auxiliary duty will go up by Rs 200. ; 
Further, aluminium prices are expected ■ 
to be revised upwards by Rs 404 a tonne 
in the near future (the decision in this 
regard is understood to have already 
been taken by the union government). 
The Bureau (of Industrial Costs and : 
Prices is stated to be again looking into 
the cost structure of the aluminium 
industry to see whether the claim of the 
industry for another significant increase ■ 
in prices on account of higher costs is 
justified. As the excise levy on ECG v 
aluminium has b:en maintained, the h 
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^fler^nce priceofthis type 

of aluminium mM that odP. Offi■:. kl^iitiiiiiiimjt* 
mi&i curmily k about 230 per tonne* 
should grow to at least to Rs 2,500 a 
tonne. This can be expected to result in 
some ECO aluminium finding ifs way 
nnauthorisedly to the open market. 

Apart from the above malpractice 
in the market, the aluminium manufactu¬ 
ring units may also be burdened with 
undue stocks of CG metal. Since the 
production of aluminium in the country 
in the recent past has not been up to 
the optimum level because of power 
shortage, much cutback in the production 
of .CG aluminium may not be expected 
if the power supply position improves, 
as can be expected with the increased 
production of coat and the likelihood of 
the next monsoon being at least normal. 
The increase in the production of the 
metal owing to the better availability of 
power can indeed be in the case of EC 
grade without bringing down the output 
of commercial grade, for an increase in 
overall production will by itself signifi¬ 
cantly raise the proportion of the output 
of ECG metal. It remains to be seen how 
the government will meet the above 
development in the aluminium market. 

Moderate imposts 

The enhanced burden of excise levies 
on such items as cosmetics and toilet 
preparations, glass and glassware, china- 
ware and porcelainware, air-conditioners 
and parts thereof, electrical fans, electric 
wires and cables, motor vehicle parts, 
gramophone parts, safes and strong 
boxes, etc., cannot be objected to any 
seriously as apart from this burden being 
moderate, the items do not affect the 
poorer sections of consumer. The case 
with paper and board, excluding printing 
and writing papers, mill boards, straw 
boards and corrogated boards (on which 
no additional burden has been imposed) 
is no different. The sharp increase in 
their prices during the last two years may 
not make it possible for the manufactu¬ 
rers to pass on the increased duty to 
consumers. Significantly enough, prices of 
some items such as electric fans, on which 
excise levies have been raised, have not 
gone up in the market because of lack 
of adequate demand for them. 

In the case of tobacco, although the 


j^xtjwftr V 

; Airly J»rgef-Rs 26,88 crore»--a slgnlfr 
cut portion uf H Wi|l accrue from 
machine-made branded bidis, chewing 
tobacco sold under brand names and 
snuff. A major portion, of course, will 
accrue from cigarette and pipe smokers. 
The adjustments in the excise levies on 
the above-mentioned manufactured 
tobacco items, of course, have been neces¬ 
sitated to some extent by the ratio¬ 
nalisation effected in the duty on un¬ 
manufactured tobacco in the light of the 
report of the Tobacco Excise Tariff 
Committee. 

An innovation 

The one per cent excise levy proposed 
on all goods produced for sale or other 
commercial purposes not elsewhere speci¬ 
fied in the Central Excise Tariff Schedule, 
with a few exceptions, has been proposed 
primarily to assess the scope for widening 
the excise net in the coming years. This 
measure is expected to yield next year 
only about 34 crores, but this apparently 
should be a gross underestimate as the 
impact of this levy is bound to be wide- 
ranging. Mr Subramaniara has preferred 
to go in for this levy than the one recom¬ 
mended by Bhoothalingam Committee a 
few years ago. Mr Bhoothalingam had 
suggested a levy on the value added by 
a manufacturing unit. This proposal has 


aol.ad-" 

''even 

with all the exemptions granted by Mr 
Subraraaniara from his levy, the admi¬ 
nistrative task of collecting it is oot going 
to be easy. ' 

Uncovered gap | 

With the union government haying 1 
decided to step up next year the outlay ' 
on the Plan programmes by 23 per cent, 
the Finance minister obviously could hot • 
have remained content with additional 
tax proposals impinging on the purses of ; 
consumers to a smaller extent than he has ; 
done. In fact, the uncovered gap of i 
Rs 22S crores in the next year’s budget ; 
is large indeed; it can be expected to 
grow further if the government servants 
have to be compensated for the rise in 
prices beyond the level of 272 points ; 
consumer prices index up to which they 
have been granted additional dearness 
allowance in terms of the recommenda¬ 
tions of the third Pay Commission. Defi¬ 
cit financing casts an inequitous burden 
on the poorer sections of society. By 
his taxation proposals, Mr Subramaniam 
has tried to contain the burden on these 
sections and enhanced it very signifi¬ 
cantly on the more affluent ones. This 
fits in the current philosophy of the rul¬ 
ing party, although opinions will differ 
whether it was at all necessary to raise 


Table II 


Growth iu Revenue from Union Excise Duties (including Additional Duties in Lieu of 
Sales Tax and Cesses) on Some Selected Commodities—19S0-51 to 1975-76 

(Rs crores) 


Commodity 

1950-51 

(Accounts) 

1960-61 

(Accounts) 

1970-71 

(Accounts) 

1975-76 

(Budget) 

Petroleum Products 

2.99 

101.07 

608.18 

1111.36 

of which : Motor Spirit 

2.08 

40.46 

173.10 

403.00 

Sugar 

6.46 

55.10 

135.85 

275.85 

Textiles * 

9.26 

(30.89)** 

65.92 

199.71 

434.74 

Cement 

(2.18)** 

18.45 

44.07 

111.65 

Aluminium 

— 

1.17 

34,10 

69^00 

Tobacco 

3L9) 

59.41 

226.90 

423.96 

Tea 

3.36 

7.47 

39.83 

46.40 


* Yarn as well as fabrics of all types—cotton, synthetic as well as woollen, 
** 1955-56. 
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the Han outlay nextyear by as much as 
23 percent. The inflationary impact of 
the budget appears to be quite significant, 
even though the Finance ministry sources 
* have claimed otherwise. Efforts at con* 
tabling i the prices spiral apparently 
'should yield more wholesome results in 
the long run than trying to accelerate 
, development irrespective of the price 
rise. If the prices spiral can be contain¬ 
ed, it should be possible to achieve bet¬ 
ter physical results from a given outlay 
on Flan programmes than would be the 
case if the rise in prices continues to 
push up development costs. 

In the end, mention may be made of 
how the burden of excise duties (includ¬ 
ing additional levies in lieu of sales tax 
on sugar, tobacco and textiles and cesses 
on tea, textiles and crude oil) has gone up 
since 1950-51 on some of the items which 
have been subjected to a further dose 
of taxation by Mr Subramaniam. The 
revenue from the above duties on petro¬ 
leum products next year is expected to 


go up to as much at Rs 111136 drores, 
from a bare Rs 2.99 crores in 1950-51. 
During this period, the domestic output 
of these products has increased from 
about 0.45 million tonnes to approxima¬ 
tely 20 million tonnes—nearly seven 
million tonnes from indigenous crude 
oil and the balance from imported crude. 
Incidentally, imports of refined petroleum 
products yield customs revenue to the 
tune of nearly Rs 100 crores. Thus, the 
revenue from petroleum products alone 
has grown within the last two-and-a-half 
decades by nearly 400 times, whereas the 
consumption has gone up by about 48 
times only. 

The case with such other products 
as sugar, tobacco, textiles, cement 
and aluminium is not much different, 
although the growth in revenue 
from them has not been as dispropor¬ 
tionate as from petroleum products. The 
case of petroleum products has been an 
exceptional one due to the dire need to 
contain consumption in the interest of 


keeping thd import bill within ourpayipg 
capacity, Sugar output, which amonAt* 
ed to 12.65 lakh tonnes in 1950-51 is 
expected to go up to nearly 43 toSh 
tonnes during * the current cashing 
season. Thus, whereas production has 
increased by about 3i tlmes> the excise 
revenue from sugar has grown by nearly 
40 times—from Rs 6.46 crores to 
Rs 275.85 crores (budget estimate). The 
revenue from tobacco by next year simi¬ 
larly would have multiplied by approxi¬ 
mately 13 times, while the production 
would be growing just by about three 
times. The basic point that emerges 
from the above is that excise levies in 
some items have been raised very steeply, 
especially in the last one decade. Their 
contribution to the uptrend-in prices has 
been no small. With the present level of 
excise duties on many items, revenue 
can be mobilised a great deal only if 
their production can be expanded ex¬ 
peditiously. This should have a very 
healthy impact on the prices level as 
well. 
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State finaiices 
and plans 

Hardev Singl* 

Of the eleven states which have already 
come out with their budgets for 1975-76, 
as many as five have revealed deficits on 
revenue account. This does not com¬ 
pare very unfavourably with the previous 
year when four of these states showed 
deficits. It may however be observed 
from- Table I that the number of states 
declaring deficit budgets was much lar¬ 
ger in 1973-74; nine out of the above 
eleven states had a negative balance in 
that year. 

Another significant feature of the 
state budgets is that the cumulative 
total increase in the receipts on revenue 
account during the last three years has 
not been as spectacular as it has been 
in the case of the central budget. The 
revenue receipts have increased gradual¬ 
ly over the three years from Rs 3,455 
crores to 4,270 crores. During these 
years, the central budget has jumped 
from Rs 7,305 crores to Rs 10,158 crores. 

Only two of the four southern states— 
Kerela and Tamil Nadu—have recorded 
deficits on revenue account during 
1975-76, as against deficits for all the 


four states during 1973-74. Although 
the increase in the proposed expenditure 
has been quite sharp in the case of 
Karnataka and Andhra Pradesh, rising 
by 21 per cent and 15 per cent, respec¬ 
tively, in one yeat from 1974-75 to 1975- 
76, both these states have managed to 
show surpluses. On the other hand, 
Tamil Nadu, with. 11 per cent rise in 
expenditure during the year, has not 
been able to avoid going into the red. 

Deficits covered 

Rajasthan recorded considerable re¬ 
covery on revenue account during the 
current financial year: it was able to 
convert its 1973-74 deficit of Rs 56.73 
crores into a surplus of Rs 6.61 crores. 
Next year’s surplus is likely to be Rs 
18.94 crores. Bihar’s finances also show 
a similar pattern only with the difference 
that the deficit in 1973-74 was very 
small—just Rs 1.42 crores—and the sur¬ 
plus during 1974-75 was Rs 33.85 crores. 
The surplus during 1975-76 has been 
estimated at Rs 38.79 crores. 

Gujarat has consistently been a sur¬ 
plus state on revenue account, with sur¬ 
plus rising from Rs 7.08 crores in 1973- 
74 to Rs 30.30 crores in 1974-75 and Rs 
27.93 crores (anticipatnd) in 1975-76. 
Madhya Pradesh is another state which 
has been showing a surplus—Rs 24.62 
crores in 1973-74, Rs 7.64 crores in 


1974-75 and Ks 35.09 crores for the next 
year, 1 

Orissa, West Bengal and Assam have 
succeeded in reducing tfirir defeats s 
during the last three yean. From their 
respective deficit of Rs 33.98 crores, Rs 1 
24.76 crores and Rs 22.78 crores in ] 
1973-74, the three states have reached 
a stage to expect deficits of only Rs 
6.80 crores, Rs 5.36 crores and Rs 6.11 
crores in 1975-76. 

Taking into account the capital bud¬ 
gets, seven states show an overall deficit 
balance for the next year. This is des¬ 
pite the fact that eight of the above 11 
states have come out with additional 
taxation proposals. West Bengal, for 
instance, is likely to have a nominal sur¬ 
plus of Rs 27 lakhs during 1975-76 after 
taking into account the proposed addi¬ 
tional taxation expected to yield nearly 
Rs 12 crores. Mr Sankar Ghose, the 
state Finance minister, has expressed his 
satisfaction by announcing that the 
financial position of West Bengal has 
improved considerably. The new taxa¬ 
tion measures proposed include increase 
in excise duty on liquor, rise in the exist¬ 
ing rate of tax for air-conditioned hotels 
and restaurants, rationalisation of rates 
of sales tax, especially on luxury goods, 
an upward revision of stamp duty on 
transactions above Rs 5,000, a property 


Table I 

State Budgets 
(Revenue Account) 

(Rs crores) 


States 

1973-74 

(Revised Estimates) 


1974-75 

(Budget) 



1975-76 

(Budget) 



Revenue 

Receipts 

Revenue 

Expendi¬ 

ture 

Surplus 

Revenue 

Receipts 

Revenue 

Expendi¬ 

ture 

Surplus 

Revenue 

Receipts 

Revenue 

Expendi¬ 

ture 

Surplus 

Andhra Pradesh 

410.53 

415.31 

—4.78 

441.70 

427.61 

+14.09 

505.37 

491.88 

+ 13.49 

Bihar 

362.85 

364.27 

—1.42 

375.80 

341.95 

+33.85 

422.46 

383.67 

+38.79 

Karnataka 

334.00 

342.45 

—8.45 

367.32 

362.81 

+ 4.51 

441.15 

439.46 

+ 1.69 

Madhya Pradesh 

363.17 

338.55 

+24.62 

391.33 

383.69 

+ 7.64 

456.34 

421.25 

+35.09 

Orissa 

184.42 

218.40 

*—33.98 

230.07 

231.44 

— 1.37 

268.10 

274.90 

— 6.80 

Rajasthan 

259.00 

315.73 

—56.73 

293,95 

287.34 

+ 6.61 

33004 

311.10 

+ 18.94 

Assam 

135.67 

158.45 

—22.78 

156.94 

165.76 

— 8.82 

170.29 

176.40 

— 6.11 

Tamil Nadu 

468.00 

472.84 

— 4.84 

470.69 

483.25 

+12.56 

501.40 

537.50 

—36. LO 

Gujarat 

338.11 

331.03 

+ 7.08 

327.34 

297.04 

+30.30 

391.99 

364.06 

+27.93 < 

West Bengal 

388.84 

413.60 

—24.76 

435.56 

455.42 

—19.84 

488.22 

493.58 

— 5.36 ; 

Kerala 

209.93 

227.08 

—17.15 

253.40 

258.97 

— 5.57 

295.00 

316-00 

—21.00 | 

Total 

3,454.52 

3,597.71 - 

-143.19 

3,744.10 

3,695.28 

+48.82 

4,270.36 

4,129.80 

+140.56 j 



EASTERN ECONOMIST 


508 



i tax on multi-storeyed buildings and res¬ 
tructuring of the slabs of agricultural 
income-tax. The state budget has pro¬ 
posed some relief to the small-scale and 
^pttage industries. New small-scale in¬ 
dustries get exempted from sales-tax for 
Jhree years. Silk worm eggs and cocoons 
MriU be exempted from sales-tax. Lead 
Pencils, mathematical instrument boxes 
And maps used by students have also 
‘been freed from sales-tax. The exemp¬ 
tion limit of sales-tax on cooked foods 
has been raised from Rs 2 to Rs 2.50. 
Exemption has been proposed on pack¬ 
ing materials used by dealers in periodi¬ 
cals and books. 

The Assam budget for 1975-76 re¬ 
veals a net surplus of Rs 10.42 lakhs. 
The deficit of Rs 6.11 crores on revenue 
account has been wiped off by a surplus 
of Rs 6.21 crores from other sources. 
The new taxation proposals include an 
^upward revision of electricity tariff and 
> enhancing of the fares of the Assam 
'and Meghalaya Road Transport Corpora¬ 
tion. 

A turn-over tax on sales is the only 


new taxation measure announced by the 
Orissa Finance minister. The tax, other¬ 
wise known as “additional sales tax” 
is estimated to yield annually Rs 50 
lakhs. According to the state Finance 
minister, it will not be allowed to be 
passed on to consumers. On the capi¬ 
tal account, receipts are estimated at Rs 
367.57 crores and expenditure at Rs 
327.88 crores, leaving a surplus of R$ 
39.69 crores. After providing for capi¬ 
tal outlay for certain plan and non-plan 
programmes, a balance of Rs 21.12 lakhs 
is left as overall surplus for the year. 

Reduced deficit 

Tax measures announced in the 
Madhya Pradesh budget will partly suc¬ 
ceed in reducing the over-all deficit of 
Rs 53.02 crores. The state Finance 
minister has proposed a change in the 
rates of registration fees which would 
give an additional annual revenue of 
Rs 30 lakhs. Increase in rates of sales- 
tax on certain items from 7 to 8 per cent 
will yield Rs one crore. The changes in 
the existing schedule of rates in the 
Indian Stamp Act will bring in Rs two 


crores and prevention of under-valua¬ 
tion of documents another Rs three 
crores. 

The Karnataka budget, which has a 
surplus of Rs 1.69 crores on revenue ac¬ 
count, is likely to have an overall deficit 
of Rs 17.42 crores after taking into 
account a negative balance of Rs 28.20 
crores on capital account. The new tax¬ 
ation proposals are expected to yield an 
additional revenue of Rs 14.65 crores 
in a full year. Announcing the extension 
of agricultural income-tax to cover all 
crops, the state Finance minister has indi¬ 
cated that the measures would bring in an 
additional revenue of Rs 3.5 crores, 
covering only a small part of the affluent 
farmers. Other proposals include en¬ 
hancement of the general rate of multi¬ 
point sales-tax, sales-tax on silk fabrics, 
enhancement of purchase tax on sugar¬ 
cane, urban land tax, stamp duty on under¬ 
valued properties, and surcharge on 
motor vehicles tax. 

The slate finance minister has also 
announced certain reliefs to government 
employees and pensioners—sanction of 
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one instalment of dearness allowance, 
revision on the central pattern from 
April 1, 1975, the revision being subject 
to the provisions of the additional Emo¬ 
luments (Compulsory Deposit) Act, and 
extension of the scheme of family pension 
to certain other categories of government 
employees. 

The rate of old-age pensions has 
been raised. The house-building and 
house purchase advances, which had been 
stopped this year, would be restored. The 
minister has further announced the es¬ 
tablishment of a family benefit fund for 
government employees who would be 
required to contribute Rs 10 every month 
to the fund. In the event of death of a 
government employee while in service, a 
sum of Rs 10,000 will be paid to his 
nominee or legal heir. In the case of an 
employee retiring on superannuation or 
leaving service earlier, he would be paid 
the actual amount contributed by him 
together with government contributions 
representing the element of interest. 

Overall deficit 

The Bihar budget, which shows a sur¬ 
plus on revenue account of Rs 38.79 crores 
has an overall deficits of Rs 36.13 crores 
after taking int o account the deficit of the 
previous years, and a deficit of Rs 48.08 
crores on capital account. The deficit how¬ 
ever, is likely to be reduced to Rs 14.33 
crores through additional income from 
fresh taxation. The budget includes a 20 
per cent increase in excise duty on country 
liquor and higher sales-tax. It also con¬ 
tains a proposal for rationalisation of 
land rent. 

A deficit of Rs 36.1 crores on revenue 
account in the Tamil Nadu budget is 
likely to be reduced to Rs 30.1 crores 
after an additional revenue of Rs 6 crores 
comes in following the new tax proposals. 
The overall deficit, taking into account 
the capital budget, is likely to be Rs 20.6 
crores. The taxation measures announced 
include an increase in sales-tax and 
merger of additional surcharge on stamp 
duty as well as some marginal adjustment 
in it as a rationalisation measure. A five 
per cent single point sales-tax has been 
imposed on prawns, lobsters, crabs, frogs 
and frog legs. The present single-point 


sales tax of 9 per cent on scents and per¬ 
fumes has been increased to 12 per cent. 

The two per cent single-point sales 
tax on cotton and cotton yam has been 
increased to 3 per cent and sales-tax on 
coffee, chicory, French coffee and tea 
has been increased from 5} to 6 per cent. 
Single-point sales-tax on oilcake, vegeta¬ 
ble oil, machine-made matches and pulses 
and grams has been increased from 3} to 4 
percent. The single-point sales-tax of 9 
per cent on electrical goods such as 
washing machines, grinders, mixers, blen¬ 
ders and electronic instruments has been 
increased to 12 per cent. 

Low-level revenue 

The Andhra Pradesh budget shows a 
surplus on revenue account of 13.49 cro¬ 
res. As the capital budget has a low level 
of revenue, the overall deficit is estimat¬ 
ed around Rs 20 crores.. The state minis¬ 
ter for Finance however has hoped to 
cover the deficit partly through belter 
collection of revenues and partly by 
persuading the government of India to 
increase its assistance to the state which 
has virtually remained frozen since 1973- 
74. The opposition parties, however, 
have questioned the state Finance minis¬ 
ter’s claim that he was not imposing any 
additional taxation by pointing out that 
the government had only recently revised 
the tax on commercial crops and on 
water rates. 

As in the case of Andhra Pradesh, 
Kerala budget also has shown an overall 
deficit of R$ 12.2 crores; on revenue ac¬ 
count the deficit was higher at Rs 21.00 
crores. Like Andhra Pradesh, Kerala too 
wants to take credit of the measures of 
resource mobilization already included 
in the current year’s programme but yet 
to be implemented. The state Finance 
minister has not proposed any further 
taxation measures in view of the elec¬ 
tions in September. He considered it 
proper to leave the field open to the 
government that would assume office 
after the election. 

The Gujarat budget, presented to the 
Lok Sabha, envisages an overall deficit 
of Rs 3.27 crores. The surplus on reve¬ 
nue account—Rs 27.92 crores—has been 
converted into the above deficit because 
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of substantial negative : balance of 
137.57 crores on capital account: Mr 
P. K. Mukherjee, the tinion Revenue 
minister for state, has pointed' out that it 
might be necessary for the state gdvem 
ment to mobilise additional resources 
during the year to wipe off the deficit, I 

The Rajasthan state, which hasa sun 
plus balance of Rs 18.94 crores op revenue 
account, will have a deficit of Rs 14.81 cro 
res on capital account. The capital receipts 
are estimated at Rs 95.53 crores, against 
the estimated capital disbursements of 
Rs 110.36 crores, The,overall surplus oi 
Rs 4.11 crores, however, is likely to turn 
into a deficit of Rs 8.74 crores following 
the inclusion of additional liability of 
Rs 12.85 crores on account of increase 
in dearness allowance. The state Finance 
minister has pointed out that there has 
been some improvement in the states 
finances following an additional revenue 
collection from state taxes, berter yield 
from central taxes, and release of advance 
Plan assistance by the centre. 

It may be pointed out that several 
states will receive grants from the centre 
for famine relief. Table II shows that 

Table II 


Famine Relief Recommended by the 
Sixth Finance Commission 

(Rs crores) 


State 

Annual provisions 

Andhra Pradesh 

4.31 

Assam 

1.25 

Bihar 

4.61 

Gujarat 

4.55 

Haryana 

1.24 

Himachal Pradesh 

0.03 

Jammu & Kashmir 

0.35 

Karnataka 

1.91 

Kerala j 

0.30 

Madhya Pradesh 

3.41 

Maharashtra 

4.17 

Manipur 

0.04 

Meghalaya 

0.04 

Nagaland 

0.02 

Orissa 

3.48 

Punjab 

0.33 

Rajasthan 

10.19 

Tamil Nadu 

1.52 

Tripura 

0.07 

Uttar Pradesh 

2.18 

West Bengal 

6.61 

Total 

50.71 
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Rajasthan has been recommended by the 
sixth Finance Commission an amount of 
Rs 10.19 crores annually for famine 
relief operations. The other states which 
have been recommended for this grant 
are West Bengal. Bihar, Gujarat, Andhra 
Pradesh, Madhya Pradesh, Orissa; the 
relief in their cases ranges from three 
to six crore rupees a year. Of the states 
which have come out with their budgets, 
only Assam, Karnataka, Kerala and 
Tamil Nadu are considered comparati¬ 
vely free from famines. 

Another interesting provision which 
was recommended by the sixth Finance 
Commission was for the upgrading of 
standards of administration in various 
states. The provision over the fifth Plan 
period (fable III) shows the extent to 
which the states were considered back¬ 
ward from the point of view of adminis¬ 
tration. Bihar, West Bengal, Orissa, 
Andhra Pradesh and Madhya Pradesh 
seem to lead in this respect. 

Table IV shows the grants payable to 
various states by the centre. During 
1975-76, considerable grants would go to 
Orissa, Rajasthan, West Bengal, Andhra 

Tabu 9 . Ill 

Financial Provision over the Fifth Plan 
for Upgradation of Standards of 
Administration 


(Rs crores) 


States 

Total all services 

Uttar Pradesh 

290.1 

Bihar 

166.7 

West Bengal 

72.23 

Orissa 

57.06 

Andhra Pradesh 

52.62 

Madhya Pradesh 

50.34 

Rajasthan 

27.43 

Mysore 

26.45 

Haryana 

21.45 

Assam 

18.02 

Punjab 

13.94 

Gujarat 

9.19 

Kerala 

6.53 

Maharashtra 

3.63 

Tamil Nadu 

•• 

Total 

815.84 


Pradesh, Assam and Kerala, tn addition 
the estimates include, on an ad hoc basis, 
a lump sum provision of Rs five crores 
to meet the likely payment of additional 

Table IV 

Gnats to the States 


(in lakhs of Rs) 


Name of state 

1974-75 

1975-76 

Andhra Pradesh 

42,83 

43,47 

Assam 

49,66 

51,33 

Bihar 

18,78 

23,92 

Himachal Pradesh 

31,72 

32,02 

Jammu ft Kashmir 

34,57 

34,65 

Kerala 

43,85 

43,46 

Manipur 

21,05 

21,97 

Meghalaya 

13,61 

14,23 

Nagaland 

23,77 

24,68 

Orissa 

56,97 

60,11 

Rajasthan 

49,30 

48,57 

Tripura 

20,66 

21,53 

Uttar Pradesh 

21,61 

33,91 

West Bengal 

53,29 

49,27 

Total 

481,67 

503,12 


grants to states towards increased gap 
arising out of net commitment on 
account of interest liabilities on fresh 
borrowings and lending. 

It may be observed from Table V that 
the proposed plans for 1975-76 for some 
states are not as large as those proposed 
for 1974-75. Andhra Pradesh, for instance 
had proposed a Plan of Rs 155 crores 
for 1974-75 while for 1975-76 it has put 
this expenditure around Rs 152.0 crores. 
For Assam also the proposal for 1975-76 


is far below that in 1974-75. the case 
with the Kerala, Tamil Nadu and West 
Bengal plans is not different. 

Gujarat's p’an outlay for 1975-76, 
including a special provision of Rs 15 
crores for tackling problems created by 
drought and other natural calamities is 
contemplated at Rs 187.65 crores. It 
would be met to the extent of Rs 51.08 
crores by local bodies and public sector 
undertakings from their own resources. 
For the balance of Rs 136.57 crores pro¬ 
vision has been included in the state 
budget to the extent of Rs 32.17 crores— 
of the same order as in the current year, 
excluding the advance assistance of Rs 
15 crores. In formulating the state 
plans for the next year, stress has been 
laid on the requirements of the core sec¬ 
tors of power, irrigation, agricultural 
production and productive labour-orient- 
ed works such as soil conservation, affo¬ 
restation, and minor irrigation to meet 
the problem of scarcity. 

Computer service 

The minister oi Finance for Madhya 
Pradesh has stated that to enable careful 
monitoring of Plan programmes and 
also to facilitate scientific budget formu¬ 
lation, a computer-based information 
system would be established, making use 
of the modem computer facilities avail¬ 
able at the Administrative Staff College 
in Hyderabad. The state presented a 
strong case for additional central assis¬ 
tance for both irrigation and power 
sectors of the state Plan. The govern¬ 
ment had made out a case for additional 
assistance for the Nagarjunasagar project 
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too. The allocation for power in the 
annual Plan for 1975*76 is Rs 54 crores 
and for irrigation Rs 38 crores, together 
accounting for 60 per .cent of the total 
Plan outlay for the year. 

Bihar’s fifth Plan outlay totals Rs 
1,267.43 crores. In the first year of the 
plan the outlay was Rs 168.98 crores out of 
which the central assistance was Rs 68.68 
crores and the balance was to be raised 
from the state’s own resources. Although 
central assistance for 1975-76 is likely to 
be of the same order as in 1974-75, the 
proposal for 1975-76 annual plan is lower 
than that of the previous year. Unpreceden¬ 
ted floods and drought and the unusual 
law and order situation seem to have over¬ 
burdened the state with unexpected ex¬ 
penditure. Irrigation and power will 
claim Rs 82.97 crores, agriculture Rs 
32.48 crores, social welfare Rs 25.78 
crores and industries Rs 9.94 crores. 

Low*lev«l assistance 

The Finance minister of West 
Bengal has pointed out that the central 
assistance for all the states in 1974-75 
remained pegged at the level of the last 
year of the plan. The Rs 150 crores 
increase in the size of West Bengal’s 
annual plan for 1974-75 required a mas¬ 
sive effort on the part of the state with 
regard to resource mobilisation. A 
similar effort would be required this 
year, 

Orissa’s annual plan size of 1975- 
76 had been fixed at Rs 89.25 crores which 
is Rs 25.46 crores higher than the assessed 
resources of Rs 65.79 crores, inclusive of 
central assistance of Rs 32.70 crores. 
Out of this gap of Rs 23.46 crores, the 
state’s share is Rs 7.46 crores and the 
balance of Rs 16.00 crores is the addi¬ 
tional responsibility of the centre. In a 
way, an inflated Orissa plan is being 
financed by the centre taking due care 
of the state's backwardness. 

The Rajasthan Finance minster has 
pointed out that the Planning Commis¬ 
sion has accepted a Rs 105.50 crores 
annual plan for 1975-76 for his state but 
the state government has increased it to 
Rs 110.84 crores in view of “the need to 
meet the basic requirements of the - 


community.’* A sum of Rs 63.29 crores 
of this would go to irrigation and power 
development Rs 22.91 crores towards 
social and community services, and the 
rest for agriculture, industry and mine¬ 
rals. 

By and large, the state plans are not 


very ambitious in size. In fact the 
proposed annual plans for all the states 
add up to Rs 2,602 crores for 1975*76, as 
against R S 2,830 crores for 1974-75. The 
conservative nature of proposed plans 
shows the inability of the state govern¬ 
ments to mobilise additional resources for 
development. 


Table V 
State Plans 


(Rs crores) 


1974-75 1975-76 



Proposed 

Approved 

Proposed 

State 

1. Andhra Pradesh 

155.00 

137.78 

152.40 

2. Assam 

96.22 

53.66 

58.62 

3. Bihar 

274.64 

140.27 

180.60 

4. Gujarat 

150.00 

140.98 

172.65 

5. Haryana 

76.01 

81.60 

92.25 

6. Himachal Pradesh 

32.40 

31.16 

32.08 

7. Jammu & Kashmir 

51.77 

48.00 

53.00 

8. Karnataka 

135.00 

110.75 

147.00 

9. Kerala 

101.50 

73.89 

88.20 

10. Madhya Pradesh 

188.84 

152.25 

215.36 

11. Maharashtra 

398.12 

275.84 

330.79 

12. Manipur 

15.13 

12.06 

12.78 

13. Meghalaya 

21,60 

13.63 

14.45 

14. Nagaland 

15.00 

14.00 

14.84 

15. Orissa 

85.11 

71.24 

89.25 

16. Punjab 

124.00 

107.87 

163.30 

17. Rajasthan 

98.00 

77.85 

105.50 

18. Tamil Nadu 

165.87 

112.00 

138.59 

19. Tripura 

18.54 

U.00 

11.93 

20. Uttar Pradesh 

388.60 

255.19 

375.00 

21. West Bengal 

238.25 

147.87 

153.83 

Total 

2,829.60 

2,068.89 

2,602.42 

Union Territory 

1. Andaman & Nicobar 

5.20 

4.67 

5.50 

2. Arunachal Pradesh 

7.25 

7.22 

7.65 

3. Chandigarh 

5.05 

5.22 

5.35 

4. Dadra & Nagar Haveli 

0.90 

0.88 

0.91 

5. Delhi 

4.50 

43.35 

49.00 

6. Goa, Daman & Diu 

12.00 

17.60 

12.97 

7. Lakshdweep 

0.75 

0.83 

0.82 

8. Mizoram 

6.90 

7.25 

6.90 

9, Pondicherry 

5.25 

4.36 

5.25 

Total 

88.30 

91.42 

94.35 
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budget documents j 

The fever of inflation and its abatement 


resenting the budget of the 
overnment of India on Feb* 
nary 28, 1975, for 1975*76, the 
inance minister, Mr C. 
ubramaniam, said that even 
hough there were visible signs 
f a downward trend in prices 
et it would be wrong to assume 
hat the fever of inflation 
tad been entirely cured. In 
lis view, it had only shown 
igns of some abatement. He 
ilso said that the problem of 
overty in our country could 
tot be solved by merely hold¬ 
ing the price line. It could be 
added only through growth. 
in accelerated rate of growth 
iras the best insurance against 
perpetuation of poverty. The 
mdget proposals, he added, 
liad been conceived to provide 
i stimulus to the economy as 
xiri of a long-term strategy 
for stabilising it. 

The full text of part ‘A’ of 
:hc budget speech is given 
below: 

It is my previlege this year 
o present the budget to this 
iugust House. 

Its formulation has been 
io easy task; but my burden 
las been lightened to some ex- 
ent by my distinguished pre- 
iccessor in office who had ap- 
ilied many correctives earlier 
n the year; these severe mea- 
mres had a distinct impact on 
m admittedly difficult econo* 
mic situation that our nation 
ms of late been faced with. 

Interfering factors 

It is necessary for me on 
lis occasion to recount in 
letail the variety of factors, 
loth external and internal, 
tfhich have interfered with the 
orderly implementation of our 
ievelopment plans and strate¬ 
gics in recent times. The viru* 
ence with which inflation has 
Ken spreading and its devasta¬ 
ting impact across national 
boundaries, continue to impose 
>n developing countries such 

India burdens and hardships 
which we have been ill-equip- 
bed to withstand. The impact 
bn the living standards of our 
people and on the pattern of 


real incomes within the coun¬ 
try has been serious enough. 
What is even worse is the per¬ 
sistent rise in prices which has 
eroded the capacity to save 
and thus imposed a painful 
constrain on the flow cf in- 
vestible resources so urgently 
needed to sustain our plans 
for a bettter future. The 
‘Economic Survey’ sets out in 
some detail the anatomy of 
this complex problem ana the 
characteristic features of the 
current situation. 

It is against this backdrop 
that I would like the Honour¬ 
able Members to assess and to 
judge my budget proposals. 

Underlying approach 

What, one might ask, has 
been the underlying approach— 
to the basic philosophy—in 
framing these proposals? Is 
it merely an ostrich*like ex¬ 
ercise to balance receipts and 
expenditure for the exchequer? 
Or does the budget seek more 
positively and purposively, to 
subserve larger national objec¬ 
tives? 

The answer is, of course, 
clear and unequivocal. We do 
look upon the budget as an 
important tool for reaching our 
cherished socio-economic goals. 
Development, the security of 
our country and growth along 
with social justice continue 
to govern our priorities; these 
objectives determine our deci¬ 
sions on how much to spend, 
on what programmes to spend 
and in what manner the resour¬ 
ces are to be raised. The pat¬ 
tern of our outlays, as Well as 
the relative weight of particular 
instruments in the raising of 
resources might vary—indeed, 
may well need to be delibera¬ 
tely fashioned afresh—from 
time to time, in response to 
changing circumstances and 
requirements. But about the 
over-riding concern and com¬ 
mitment to deliver the masses 
from grinding poverty there can, 
of course, never be any doubt or 
vacillation. I shall spell out a 
little later in my speeeh, the 
concrete steps contained in 


this budget to take the nation 
forward in this direction. 

The immediate concern of 
our fiscal and monetary poli- 
cies has been naturally to bring 
inflationary pressures firmly 
under check. A series of steps 
had to be taken—some of them 
unpalatable and unpopular—-to 
restrain and discipline the 
demand pressures operating on 
the limited availabilities of 
food and fuel, of clothing and 
housing, of transport and 
power in an economy besieged 
by rising prices. In the short- 
run, there was no equally effec¬ 
tive alternative to the planners 
and policy-makers to balance 
demand and supply of these 
essential goods and services for 
containing inflation. These 
present a great challenge to 
our nation and call for courage 
and fortitude. 

However, only incurable pes¬ 
simism will, l think, bar u$ from 
acknowledging with some satis- 
faction, the fact that already 
there are visible signs for a 
downward trend in prices. The 
‘Economic Survey’ provides 
some details of price trends 
for important commodities. 
They give room for some satis¬ 
faction, but ordinary prudence 
demands that we continue to be 
conscious of the fact that the 
fever of inflation has not been 
entirely cured; it has asyet only 
shown signs of some abatement. 

Growth essential 

But then, let us also remind 
ourselves that the problems of 
poverty in our country cannot 
be solved by merely holding 
the price line. We can meet 
them only through growth. A 
rapidly growing economy is the 
best insurance against perpe¬ 
tuation of poverty; indeed, it 
is the only solution. We have, 
therefore, to devise ways and 
means of stimulating pro¬ 
duction from the available 
capacity, and of adding to that 
capacity in sectors considered 
vital for improving income and 
consumption levels of the poor. 
This requires a multi-pronged 




drive to augment our capital 
and improve our technology 
and management. The budget 
proposals, which I shall set 
forth presently, embody certain 
specific steps to provide the 
stimulus to the economy on 
these lines, as part of a longer- 
term strategy for stahiishing 
and on that basis imparting 
greater viability and vitality 
to our economy. 

Farm production 

Our ability to meet the 
minimum basic needs of our 
people depends crucially on 
the trend in agricultural pro¬ 
duction . It is in this light that 
I regard the claims of agricul¬ 
tural growth as the first charge 
on our developmental resour¬ 
ces. Modern agriculture is 
interlinked with industry. Fer¬ 
tilisers, pesticides, agricultural 
implements and equipment, 
besides supply of power, deter¬ 
mine agricultural productivity, 
as much as seeds and water. 
The sectors of *our industry 
which supply these vital inputs 
to our agriculture, therefore, 
merit the highest priority. 

The continued sluggishness 
of Indian agriculture since 
1971-72 has contributed signifi¬ 
cantly to the distortions which 
have emerged in our economy 
in the last two or three years. 
The causes fot this sluggishness 
have been carefully analysed; 
we have identified a series of 
measures directed towards im¬ 
parting a new momentum to 
this vital sector. The prospects 
for the forthcoming rabt crop 
are encouraging. This should 
not, however, make us com¬ 
placent in our drive for higher 
productivity from the land and 
labour employed in agriculture. 
A sustained increase in pro¬ 
ductivity will call for action 
on many fronts. 

The first priority is, of 
course, the supply of good 
quality seeds of the high-yield¬ 
ing varieties. A major National 
Seeds Project for large-scale 
production of quality seeds has 
been launched. This project 
will cover production, pro- 
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cessing* marketing and quality 
control of seeds. Regional 
and state-level seed corpora¬ 
tions* with a time-bound pro¬ 
gramme of self-sufficiency in 
meeting in fulJ the demand for 
high quality seeds, are being 
established. Agricultural uni¬ 
versities will be involved in the 
work to ensure quality. The re¬ 
search and teachingstaff as well 
as the students are to be involv¬ 
ed in solving the practical pro¬ 
blems of seed production and 
supply. Arrangements are also 
being made for an effective 
seed certification programme, 
and for the build up of national 
and local buffer-stocks to meet 
emergency needs. The finan¬ 
cial and other requirements of 
this programme will be fully 
met. 

Secondly , fertiliser produc¬ 
tion programmes are being 
pushed through, notwith¬ 
standing the escalation in pro¬ 
ject costs of the new units. The 
public, the cooperative, as well 
as the private sectors have 
been given a role in bringing 
to fruition additional fertiliser 
capacity during the fifth Plan 
period so that dependence on 
imports -which is costly and 
unreliable at best—could be 
mitigated if not done away 
with altogether. 

Optimum utilisation 

Thirdly , programmes des¬ 
igned to ensure optimum uti¬ 
lisation of surface and ground 
water to aid agricultural pro¬ 
duction will be pushed through. 
Command area programmes 
under major irrigation projects 
will be supported by sufficient 
inputs of men and materials 
so that the new potential is 
taken advantage of by farmers 
with the least delay and for 
maximum social benefit. Inter¬ 
state river disputes, which un¬ 
fortunately have been dragging 
on without solution for a num¬ 
ber of reasons in the past, are 
now being looked into with a 
special sense of urgency. As a 
ussutt* the progress in some of 
the cases has been quite appre¬ 
ciable, Failure to settle these 
disputes is leading to waste of 
water and sacrifice of addi¬ 
tional agricultural production 
that the country so desperately 
needs. ' 

special number 


Fourthly , special efforts are 
being made to organise far¬ 
mers' service societies to pro¬ 
vide credit to the farmers in 
time, to arrange for inputs and 
help in processing and mar¬ 
keting of the produce. A high- 
powered group which examin¬ 
ed this problem has formulat¬ 
ed a scheme for the formation 
of viable multi-purpose socie¬ 
ties linked to central coopera¬ 
tive banks or commercial banks 
as the case may be. These 
recommendations have been 
accepted by the govern¬ 
ment and the departments 
concerned are working out 
a programme of action in 
order that the objective of 
timely and adequate supply 
of credit, backed by physical 
inputs and covering processing 
and marketing, is realised, 
particularly for the benefit of 
the small and medium farmers. 


Energy sector 

Next only in importance to 
the agricultural sector is the 
energy sector . The nationalisa¬ 
tion of coal is beginning to 
yield results. During the cur¬ 
rent year the production of 
coal is expected to go up by 
about 1.0 million tonnes to a 
record level of 88 million ton¬ 
nes. 1 would like to say a 
special word of appreciation 
and thanks to the workers in 
the coal mines; without their 
enthusiastic cooperation we 
could not have achieved the 
increase in production. Re¬ 
organisation in the manage¬ 
ment of mines and supply of 
much needed equipment, spares 
and technical expertise have 
laid the foundations for an ex¬ 
panding trend in coal output. 
Two of the major constraints in 
coal production, namely, shor¬ 
tage of rail transport and power 
especially in the eastern sector, 
have now been largely remov¬ 
ed. With the present trend, it 
is expected that during the 
next year, coal production will 
go up by another 10 million 
tonnes, that is, to 98 million 
tonnes. At this level of pro¬ 
duction* it should be possible 
to meet the domestic demand 
in full (including partial sub¬ 
stitution of coal for furnace 
oil); we might also perhaps 
export some quantity for earn¬ 


ing much-needed foreign ex¬ 
change. 

The immediate impact of 
steep increase in the prices of 
crude oil, and the petroleum 
products, was, no doubt, to 
strain the country’s balance of 
payments severely. At the 
same time, this has given a 
new sense of urgency and 
momentum to our efforts to 
increase production of indige¬ 
nous crude. The anticipated 
increase within as brief a 
period as one year, between 
1974-75 and 1975-76, is from 
7.5 million tonnes to 8.4 mil¬ 
lion tonnes, an increase of 
about 12 percent. What is 
more important is the progress 
achieved and the potential that 
is opening up for a major 
break-through in the indige¬ 
nous production within the 
next 5 to 10 years. The dis¬ 
covery of oil deposits in the 
structures known as Bombay 
High is already known. The 
Oil and Natural Gas Commis¬ 
sion is expected to establish 
the first stage of production 
from Bombay High in the 
second half of 1976 with a 


yield of about one million ton* 
nes per year. By 1980 produo 
tion from this source might 
well reach the level of 10 mil¬ 
lion tonnes, though one may 
have to wait a little before 
making firm estimates. The 
Bengal and Kutch off-share 
basins are also being intensi¬ 
vely surveyed and the prelimi¬ 
nary results so far obtained 
appear encouraging. The dyna¬ 
mism exhibited by the Oil and 
and Natural Gas Commission 
merits our appreciation. 

After a period of stag¬ 
nation and shortage with wide¬ 
spread consequences to both 
industry and agriculture, re¬ 
cent trends in the production 
and distribution of electricity 
also show a welcome improve¬ 
ment, The entire electric 
industry is being restructured 
with accent on professionalism, 
efficiency, competence and 
precisely defined responsibi¬ 
lity for the stalf. As a result 
of these measures, there has 
been distinct improvement in 
the levels of power generation 
in the eastern region. The 
Central Electricity Authority 
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is being reactivjsed and the 
state electricity boards are 
being helped to professionalise 
their management, to arrange 
for maintenance services and 
to improve staff skills. These 
programmes as well as recent 
achievements portend an easier 
power supply situation than 
has been the case in recent 
years. Government are also 
actively examinining the possi¬ 
bilities of setting up at the 
pit heads of major coal fields 
in the country a number of 
super thermal power stations. 
These centrally owned power 
stations would enable the 
union government to even 
out, to some extent, the region¬ 
al imbalances in power avail¬ 
ability, augment the power 
supply substantially, and to 
bring about a more rational 
approach to the problem of 
generation and distribution 
of power in terms of real 
needs. 

I wish to submit that the 
important feature of this bud¬ 


get is a clear-cut identification 
of these twin priorities—food 
and energy with the support¬ 
ing facilities—and the ear¬ 
marking of adequate funds for 
the development of these two 
sector# in the first instance 
before taking up the claims 
of other sectors. 

Cruel choice 

This is the kind of inescap¬ 
able and often cruel choice 
which planners and policy— 
makers in developing countries 
are called upon to make, beset 
as they are with scarce resour¬ 
ces and multiple needs. 1 have 
no doubt that Hon’blc Mem¬ 
bers will endorse the over¬ 
riding priority that is being 
accorded in the budget to the 
food and energy sectors of 
the economy, even at the risk 
of depriving some of the other 
sectors. I should, perhaps, 
add that in so doing we are 
observing the basic investment 
strategy underlying the draft 
fifth five-year Plan. 


Nor would this clear-cut 
adherence to priorities be 
confined to the central budget 
only. In the course of the 
discussions with the state 
governments for fixing the 
magnitude and pattern of the 
State Plans for 1975-76, it has 
been ensured that the require¬ 
ments of agriculture, irrigation 
and powei are met us a matter 
of first priority and only the 
balance of scarce resources dis¬ 
tributed among other sectors. 
I would here like to express 
my gratitude to the chief 
ministers of state govern¬ 
ments and union territories 
for their willing support and 
cooperation in agreeing 
to frame their plans within 
this broad pattern of national 
piiorities. 

In striving to stimulate 
production in areas of high 
priority we have not lost sight 
of two other equally impor¬ 
tant considerations-one rela¬ 
ting to the human and geo¬ 
graphical aspects of production 
and the other, to the proper 


distribution of tfcr goods 
produced. The needs of 
relatively weak producers and 
backward regions will Conti¬ 
nue to receive special attention 
and support. The problems 
of production, of diffusion 
of income and employment, 
of reduction of inequalities, 
and of ensuring minimum 
consumption standards for all 
have to be looked at in their 
entirety. 

Magic number 

The specific programmes 
under these heads should 
not only be mutually con¬ 
sistent with each other, but 
should be so designed that 
they facilitate and reinforce 
each other. The increase in 
agricultural output that wc 
are aiming at is thus not a 
matter of mechanically reach¬ 
ing a magic number. Consi¬ 
derations of balance between 
classes of farmers and of 
regions, and of ensuring a 
pattern of production that is 
in consonance with our socio- 
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If the fruits of economic 
lv elopment are to be equi- 
bty distributed, adequate 
*£«tk>n will have to be paid 
W*prqMpms of relatively 
kwsnj regions and districts, 
that' end, development 
s have to be drawn tip on 
ne basis of a careful analysis 
f local needs, potentialities 
md resources, In this conneo 
ion, I would lay great em- 
hasis on a comprehensive 
urvey of natural resources 
n all districts of India. This 
would enable us to work out 
perationally meaningful plans 
nd programmes to make 
ptimum use of locally avail- 
ble resources along the lines 
f the now well-known Karim- 
nagar project in Telangana. 

In spite of the various 
prophecies of doom one hears 
hcse days, I am definitely 
iptimistic that the pace of 
economic development will be 
:onsiderably accelerated in the 
coming years. I must, how 
ever, point out that the full 
realisation of our growth 
potential will require sustain- 
d hard work and the utmost 
iiscipline on the part of all 
lections of the community. 
We are cuirently faced with 
an acute scarcity of domestic 
financial resources. 

Balance of payments 

Our balance of payments 
position is also under strain, 
n order to deal effectively with 
ihe tasks that lie ahead, we 
must do everything in our 
ower to increase our exports, 
nd economise in the use of 
carce imported inputs. Higher 
nvestment in the key sectors 
is essential, but it must be 
financed in a non-infiationary 
aanner. This means we must 
ncrease the rate of savings, 
ts part of the strategy of 
iscouraging excessive current 
onsumption, we need to evo- 
ve a more rational wage and 
lalary structure, which should 
* more equitable than the 
fesent structure, an<i also in 
:onformity with the changing 
lemands for skills in a dyna¬ 
mic economy. 

In cur quest for accelerated 
growth comt»ned with stabi¬ 


lity I plaectfa® highest impor¬ 
tance on protecting the store 
vulnerable, sections of the 
population against shortages 
and the high prices of essen¬ 
tial commodities, for this 
we must have a well- func¬ 
tioning public distribution 
system for certain basic essen¬ 
tial commodities. There 
must be greater certainty of 
supply, and the system must 
in fact serve those whom it is 
meant to benefit. I, therefore, 
seek an expansion of the pub¬ 
lic distribution system, and 
this pre-suppioses efficient 
arrangements for the procure¬ 
ment of the needed commo¬ 
dities. I am glad that pro¬ 
curement of kharif cereals 
during the current year has 
proceeded satisfactorily. This 
combined with adequate im¬ 
ports, will certainly be of 
considerable help in the 
operation of an effective pub¬ 
lic distribution system of food- 
grains in the coming year. 

Supply of cloth 

Cloth is another commodity 
that must be provided. With 
the recent enactment of the 
Sick Textile Undertakings 
(Nationalisation) Act, govern¬ 
ment have acquired 103 textile 
mills whose management had 
earlier been taken over by the 
government. The acquisition 
of these mills provide govern¬ 
ment with another very useful 
instrument to regulate the pro¬ 
duction and distribution of 
cloth. Government are now 
considering further steps to 
ensure that the production of 
controlled cloth is in line with 
the agreed target and that this 
cloth reaches those sections of 
the community for whom it is 
meant. 

Since resources are scarce, 
the utmost emphasis has to be 
laid on increasing producti¬ 
vity. This is a task which 
requires all round improve¬ 
ment both in public adminis¬ 
tration and the management 
of enterprises. I have every 
hope that recent innoa- 
vations such as the system of 
internal financial advisers, 
performance budgeting, and 
greater emphasis on monitor* 
ing and information, will help 
to tooe up the quality of public 


administration. I am humpy 
to note the emphasis being uud 
on promoting higher producti¬ 
vity in all manufacturing public 
sector enterprises by applying 
more scientific polices in 
the fields of person¬ 
nel administration, manage¬ 
ment development, materials 
management and management 
information system and above 
all, through the introduction 
of modern productivity techni¬ 
ques. The improved perform¬ 
ance of a large number of 
public sector enterprises is a 
testimony to growing produc¬ 
tivity consciousness in the 
public sector. 

I believe this House will 
concede that as a result of rigo¬ 
rous measures adopted by the 
government, we have succeed¬ 
ed in combating what seemed 
to be a run-away inflationary 
situation. To achieve this, 
government non-developmcn- 
tal spending was curtailed, in¬ 
crease in wages and a part of 
additional dearness allowance 
had to be temporarily frozen, 
the increase in the rate of 


money supply drastically fat'd!, 
ught down, gild severe action 
taken against hoarders and 
smugglers. As a result of these 
efforts for the last few months 
prices have been slowly but 
steadily coming down. This is 
no mean achievement when we 
consider that in most other 
countries around the world 
prices continue to rise. While 
continuing this policy of rigo¬ 
rous control on spending, there 
is also need, as I mentioned 
earlier, for increased invest, 
ment, both by the central and 
state governments, and the 
private sector, in important 
priority areas, It is one of the 
objects of this budget to help 
achieve this. While the rate 
of spending in other areas must 
remain low, this is also the 
time to prepare the groundand 
do the necessary investiga¬ 
tions to prepare for higher In¬ 
vestment in later years. This 
we are engaged in. It is our 
purpose to invest now in pro¬ 
jects in important areas that 
will yield quick results, and 
complete.those in an advanced 
stage of implementation. Also 
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important is the need to pro* 
mote domestic savings and to 
stimulate investment. These 
various objectives we seek to 
achieve through the present 
budget. 

I have just mentioned the 
need to stimulate investment. 
The capital market has been 
depressed of late, particularly 
alter the Restrictions on Dis¬ 
tribution of Dividends Act. 
The Unit Trust of India had to 
face a situation in which re¬ 
purchases were much higher 
than the sale of units. The 
government, therefore, issued 
an ordinance providing for 
certain tax relief and other re¬ 
medial measures which have 
greatly improved the situation. 
For improving the capital mar¬ 
ket, I intend to introduce soon 
an amendment to the Restric¬ 
tion on Dividends Act which 
will providethat while dividends 
in excess of the various limita¬ 
tions laid down in the Act may 
not be paid, higher dividends 
can be declared, the deferred 
dividend being payable in two 


annual instalments, but with¬ 
out interest, when the present' 
Act expires, These measures 
will improve the climate for 
investment, particularly in re¬ 
spect of new issues. 

I am also conscious of the 
fact that in recent years, there 
have been steep escalations in 
capital costs which have acted 
as an inhibiting factor to new 
vestment in certain capital in¬ 
tensive industries which are 
vital for our future growth. 
Government have appointed a 
high-level committee to go 
into this question. When the 
report of this committee is 
received, we shall quickly 
examine the need for suitable 
fiscal concessions, and new 
pricing policies as a means of 
stimulating fresh investment in 
these areas. 

The experience of the last 
two years amply demonstrates 
that effective steps to eliminate 
the black money economy must 
constitute an essential com¬ 
ponent of our strategy to im¬ 
part a measure of stability to 


the ecottotny, add Widlyert 
the available pool of national 
savings for high priority invest¬ 
ments. I wish to reaffirm that 
government is firmly commit¬ 
ted to root out the evil practi¬ 
ces of smuggling, hoarding, 
black-marketing and tax eva¬ 
sion and have given evidence 
of their determination in this 
regard. In this context a 
separate law for dealing more 
severely with various economic 
offences seems to be a neces¬ 
sity. 

Having thus outlined our 
approach, 1 will now give some 
details of the revised estimates 
for 1974-75 and the budget 
estimates for 1975-76. 

Revised estimates 1974-75 

The original budget for the 
current year envisaged a defi¬ 
cit of Rs 126 crores. It has 
not been possible to adhere to 
this figure because many of the 
assumptions on which the 
original budget was framed 
have been affected by adverse 
trends in the economy, most 


price ri^ this year, lie variou 
reasons for this I shall explain 

The provision In the bud 
get for food subsidy Was it 
100 crores.. la view of a 
difficult food situation ind th 
need to nktatak the pubii 
distribution system at thejev 
of 11 million tonnes in 197 
we had to arrange for the in 
port of as much as 5.5 milUd 
tonnes of foodgrains. The coi 
of imported foodgrains als< 
went up greatly. Food subsid; 
during the year is now expect 
ed to amount to Rs 29, 
crores. 

The provisions for salarie 
of central government en» 
pioyees included in the budge 
for 1974-75 were based on tig 
price level reached upto Decem¬ 
ber 1973, and alump sum pro* 
vision of Rs 120 crores wq 
made to meet the cost of addi- 
tionai dearness allowance. Ot 
the basis of the price incrcasd 
upto April 1974, three install 
ments of dearness allowance 
were sanctioned. Prices, hoW. 
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1 ever, cbaNfA to rise tittle?' 
tember 1974, and three farther 
instalmeatsof dearness allow¬ 
ance ftUdueonthe basis of 
the dearness allowance for¬ 
mula accepted by the govern¬ 
ment. In view of the likely 
unsettling, effects of further 
dearness allowance payments 
on the economy, it was consi¬ 
dered necessary to review these 
arrangements. Subsequently, 
^in consolation with govern- 
I ment employees, it was decided 
I to sanction instalments which 
fell due on the basis of the 
average price index upto 272. 
{t was also agreed that arrears 
! on this account upto Decem¬ 
ber 1974, payable in cash, 
would be deposited in the pre¬ 
sident fund accounts for a 
short period. I must express 
my gratitude to the employees 
for their understanding and co¬ 
operation in meeting the pre¬ 
sent difficult situation. This 
has enabled us to restrict 
the draft on the Budget on 
account of six instalments of 
dearnCss allowance to about 
‘Rs 230 crores in the current 
year. This is still Rs 110 cro- 
rcs more than the provision of 
R$ 120 crores made in the 
budget. 

Defence expenditure 

Defence expenditure lor 
the current year will be Rs 
2IS7 crores as against Rs 1915 
crores in the original budget. 
Apart from a liability of about 
Rs 95 crores on account of 
dearness allowance, the in¬ 
crease is mainly due to revi¬ 
sion of, pay scales, rise in pri¬ 
ces of petroleum products and 
the higher cost of provisions 
and transport. 

Another reason for increase 
in the deficit has been the drou¬ 
ght and floods with which many 
parts of the country have been 
affected. As Honourable Mem¬ 
bers are aware, central assis¬ 
tance for drought and floods 
is being made available now 
only by way of advance release 
of Plan assistance, or assis¬ 
tance under the Drought Prone 
Areas Programme, Tribal 
•* Development Plans etc so that 
: plan priorities are not distur- 
1 bed or distorted and that pro- 
i ductive And durable assets are 
: created throUghthis assistance. 


Such advance assistance will 
be adjusted against the nor¬ 
mal 'Plan assistance due to the 
states hi the ensuing years. 
In accordance with this policy, 
advance Plan assistance of 
Rs 55 crores has been al¬ 
located to the states for 
drought and flood relief mea¬ 
sures in the current financial 
year. Apart from this, addi¬ 
tional assistance has been 
made available to the states 
concerned under the Brahma¬ 
putra Flood Control Works 
and Drought Prone Areas Pro¬ 
gramme also. With these and 
certain other inescapable com¬ 
mitments towards the states, 
including release of loans 
against small savings collec¬ 
tions in 1973-74, theadditional 
assistance to the states will 
amount to Rs 161. crores. 

Other shortfalls 

Other causes for the higher 
deficit relate to public sector 
enterprises, fertilizer imports 
and additional spending on 
core sector projects. A few of 
the enterprises did not have 
an adequate surplus to repay 
loans taken from government. 
It, therefore, became necessary 
to provide additional assis¬ 
tance of Rs 126 crores to a 
number of undartakings mainly 
because of increases in wages 
and dearness allowance and 
higher cost of fuel which had 
not been foreseen in the bud¬ 
get. 

The budget for 1974-75 did 
not envisage any net outgo on 
fertilizer transactions. The 
issue price from the pool 
was raised only from June 
1974. Subsequently, in order 
to meet the urgent demand for 
fertilizers, an additional quan¬ 
tity of nearly one million tobnes 
had to be imported at consi¬ 
derably higher international 
prices. There is usually a time 
lag of about four months, bet¬ 
ween the payment for. pur. 
chases abroad and the cash re¬ 
covery from state govern¬ 
ments of the cost of fertili¬ 
zers issued to, them. Because 
of this time lag, large fertilizer 
imports have been paid for by 
the central government, but 
their cost will not have been 
recovered from the states by 
the end of this year. The cen¬ 


tral budget- therefore, hat to 
bear thislrordefl. A* of now, 
the estimate of cadi outgo on 
account of fertilizer transac¬ 
tions is about Rs 290 crores. 

As the House is aware, a 
series of economy exercises 
were effected in August 1974, 
locating considerable savings 
in expenditure. However, adr 
ditional allocations of Rs 190 
crores had to be made for Plan 
schemes in the core sectors like 
fertilizers, power, coal, petro¬ 
leum. steel, ports and paper to 
maintain their schedules, and 
provide for escalation in costs. 
Economies anticipated in other 
sectors could not be realised 
in full due to steep rise in 
costs. As a result, the net ex¬ 
penditure on central Plan will 
go up by Rs 74 crores. 

All these adverse factors 
would have raised budgetary 
deficit to a very high level, but 
for the fact that the position 
has been retrieved to a large 
extent by the buoyancy in tax 
receipts. 

Receipts from Customs arc 
expected to yied Rs 1300 cro¬ 


nes against the budget esti¬ 
mates of Rs 936 crores~the 
improvement being mainly on 
account of larger import of 
fertilizers, iron and steel, and 
a large increase in the prices 
of items like fertilizers, machi¬ 
nery and equipment. 

Income and corporation 
taxes arc now expected to 
yield Rs 1460 crores as against 
the original budget estimate 
of Rs 1370 crores. 

There is not likely to be 
any appreciable increase in the 
collection of union excise 
duties over the budget esti¬ 
mate, as adjusted by levies im¬ 
posed in the Second Finance 
Act, 1974. 

The strategy of concentra¬ 
tion on higher income groups 
and a general tightening of the 
tax machinery in all branches 
has yielded good results. J 
would like to commend the 
devotion to duty and the zeal 
shown by the officers and staff 
of the revenue collecting agen¬ 
cies. 

External rccipts on account 
of loans, show an increase of 



sMtawi. mtptifer numbs* 


MARCH 7,1975 


521 




... 

nearly Rs 43 crores mainly on 
account of larger receipts ag¬ 
ainst debt relief from the 
members of the Aid India Con¬ 
sortium, and larger notftpro- 
ject loans from IDA. Grants 
from external sources in the 
revised estimates in, terms of 
actual receipts show an in¬ 
crease of about Rs 60 crores 
mainly on account of assist¬ 
ance which India has received 
from the EEC and the UN Fund 
for Emergency Relief for coun¬ 
tries most seriously affected 
by the oil crisis, and addi¬ 
tional assistance from some 
other countries. 

• Even at the risk of render¬ 
ing the supply position in the 
domestic murket a little diffi¬ 
cult, the government took the 
hard decision of allowing the 
export of nearly half a million 
tonnes of sugar. While im¬ 
proving our balance of pay¬ 
ments position, this has also 
benefited the budget to the 
extent of Rs 125 crores by way 
of profits. 

Even with these various 


■ 1 " V"'. i" in n* ■■ 

improvement^ the year may 
end with a deficit of Rs625 
crores. However, nearly R$ $30 
crores of this is on account of 
payments for stocks on hand 
of imported food and ferti¬ 
lizers* which will soon be re¬ 
covered. As both these com- 
modifies have been purchased 
abroad* by drawing down our 
foreign exchange reserves, 
there is no resultant increase 
in money supply and the defi¬ 
cit to the extent of Rs 330 
crores is, therefore, non-infla- 
tionary in character. 

Budget estimates 1975*76 

In the context of continu¬ 
ing shortages in the economy, 
and the impact of the price 
rise, framing the budget for 
the next year has not been an 
easy task. While develop¬ 
mental requirements must re¬ 
ceive the highest priority, the 
draft on the budget for essen¬ 
tial non-Plan requirements 
like defence, the food sub¬ 
sidy, and the maintenance of 
socialservices cannot be ignor- 


./ I,' 1 I: |TTVA'“ 

ed, and kte substantial. I 
have endeavoured to balance 
laid paramount but somewhat 
conflicting needs in this bud¬ 
get—the short-term seed to 
keep in check inflationary pres¬ 
sures, and the equally impor¬ 
tant requirement to sustain 
the tempo of development, 
which,'in the ultimate analy¬ 
sis, is the real solution to the 
pfobletn of inflation. I am 
only fdo well aware that any 
slackening of our develop¬ 
ment effort will compound 
our problem in the future, 

The projections of receipts 
for next year at the existing 
rates of taxation take into ac¬ 
count the satisfactory trends 
witnessed in the current year. 
Income and corporation 
taxes are expected to yield 
Rs 1570 crores and union 
excise duties Rs 3500 crores. 
Receipts from interest tax are 
expected to be Rs 60 crores. 
Customs receipts will, however, 
by less by Rs 50 crores next 
year because of lower imports 
of steel, and the bunching of 


fbrtitefcr tWMWi towards the. 
tm pf'tjihp; : 

The budget also assumes » 
credit of Rs 125 crores to. 
wards profits on export of 
sugar on the assumption thftt 
exports next year wiu at least 
be of the same order as this 
year. 

Receipts from external 
loans are estimated at the same 
level as this year’s revised' 
estimates. The steep rise in 
the prices of petroleum pro¬ 
ducts has greatly strained our; 
balance of payments. Hie posi¬ 
tion would have been worse 
but for generous gestures by 
Iran, Iraq and Abu Dhabi. 
We hope to secure oil credits ’ 
from these countries which! 
will provide a support of Rs' 
230 crores to the budget during: 
1975-76. ■ i 

In view of the pressing need : 
to save maximum resources for 
the Plan, utmost care has been 
taken to contain non-Plan ex¬ 
penditure. But we have to 
provide for minimum needs in' 
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certain areas which are im¬ 
portant for security, the main¬ 
tenance of development work, 
and for safeguarding the inte¬ 
rests of the weaker sections of 
Ibciety. Apart from debt ser¬ 
vicing and other obligatory 
items of expenditure next year, 
Defence expenditure would be 
Rs 2274 crores as against Rs 
2157 crores in the current year. 
Food Subsidy for 1975-76 is 
estimated at Rs 295 crores. 
As the performance of public 
sector undertakings is expected 
to improve, non-Plan assis¬ 
tance to these undertakings 
will be less next year by Rs 
78 crores than the provision in 
the current year of Rs 217 
crores. The outgo on ferti¬ 
liser transactions next year is 
estimated at Rs 140 crores. 

DA to employees 

The entire question of dear¬ 
ness allowance increases to 
central government employees 
is to be discussed with their 
representatives m the next few 
weeks. It is now widely re- 
:ogni$ed that evolving effective 
measures for remedying the 
causes of inflation, though 
unpleasant and hard, should 
>e preferred to frequent ad- 
ustment of prices, incomes 
md wages, which greatly 
lampers the process of plan¬ 
ned growth. In a country 
vhere there is considerable un- 
i mployment and underemploy- 
nent, an excessive preoccu¬ 
pation with the current con- 
umption of those who are 
ully employed erodes investi- 
>le resources and seriously 
fleets the pace at which new 
mployment opportunities can 

created to alleviate the suf- 
irings of those who are unem- 
loyed. Additionally an increase 
l monetary rewards, not justi- 
ed by an increase in the coun- 
V& productive capacity, ac¬ 
tuates inflationary pressures 
i the economy; this may also 
ueaten the security currently 
ijoyed by those who are fully 
nployed. While I am, there- 
>re, aware ofthe hardship cau- 
;d to government employees 
i price rises, I earnestly hope 
iat in our forthcoming dis- 
issions the dearness allowance 
lestion will be considered in 
a* larger perspective. 

After a careful and detailed 


sectoral review of the Plan re¬ 
quirements for next year, it 
was felt that the allocation in 
the central budget for the 
central, state and union ter¬ 
ritory Plans should be at least 
Rs. 3612 crores, if our long¬ 
term objectives and urgent 
priorities are to be adequately 
fulfilled. This budgetary sup¬ 
port of Rs. 3612crores includes 
Rs. 1054 crores for states and 
union territories Plans, in¬ 
cluding the hill and tribal areas 
sub-Plans, the requirements of 
the North-Eastern Council and 
assistance for power schemes 
channelled through the Rural 
Electrification Corporation. It 
also includes Rs 100 crores of 
special advance Plan asststance 
to certain slates which may 
have gaps in resources on the 
basis of central assistance at 
the current year's level, to 
ensure adequate investment in 
important projects in the core 
sectors of irrigation and powers. 
Budgetary support for the cen¬ 
tral Plan will be Rs. 2558 crores. 
The total central Plan outlay 
next year inclusive of extrabu¬ 
dgetary resources will be Rs.3154 
crores. The states and union 
territories Plans will be of the 
order ofRs, 2806 crores. Thus, 
the total Plan size for 1975-76 
will be Rs. 5960 crores which 
in financial terms represents 
an increase of 23 per cent over 
the 1974-75 Plan of Rs 4844 
crores. 

Steep step-up 

Budgetary provision for the 
central Plan of Rs 2558 crores 
represents a step up of Rs 429 
crores over the revised esti¬ 
mate of Rs 2129 crores in the 
current year. I am conscious 
that a more substantial step 
up in the Plan investment 
to provide for achievement of 
draft fifth Plan targets in all 
sectors would have been desi¬ 
rable from the long-term 
perspective of the economy. 
But we cannot forget that large 
scale deficit financing leading 
to further price increases will 
substantially erode the real 
content of the Plan and cause 
more damage to the pro¬ 
gramme of planned develop¬ 
ment. We have, therefore, as 
I stressed earlier, adopted a 
selective approach and given 
priority to key sectors ofthe 


economy like agriculture* 
power, fertilizers, coal, pet- 
roleum/essential industries (ike 
cement, paper and ship-build¬ 
ing, and transport over all 
other sectors, and even over 
long gestation projects in the 
core sectors. 

As agriculture is the back¬ 
bone of the economy, special 
care has been taken to step up 
the investment in this sector 
substantially—from Rs 193 
croses in the revised estimates 
to Rs. 270 crores. The allo¬ 
cations include Rs 50 crores 
for the Agricultural Refinance 
Corporation, Rs. 25 crores for 
Drought Prone Areas Pro¬ 
gramme, Rs 22 crores to Small 
Farmers and Marginal Farmers 
Development, Rs 16 crores for 
Command Area Development, 
Rs 23 crores for agricultural 
research and education, and 
Rs. 43 crores for the co¬ 
operative sector, including the 
cooperative fertiliser factories. 

There will be an increase 
of Rs 84 crores in investment 
in fertiliser production over the 
current year’s level of Rs. 192 


crores. Adequate funds ere 
being provided for NangaiJ^ 
pansion. Ramagundam, TWr 
£***»■ Haldia and Coehta 
rhase-n, and for several new 
plants such as Trombay IV 
and V, Bhatinda and Panipat 
and a new project at Sindri. 

The budget support for the 
power sector including support 
for Rural Electrification Cor* 
poration will be Rs 14$ 
crores in the next year. 
Substantial provision has bees 
made for continuing project* 
like Badarpur extension* Lok* 
tak, Baira Siul and Inter-State 
Transmission Lines. Further, 
there will be an aggregate prcK 
vision of the order of Rs 900 
crores in the state Plans for 
power. 

Budget provision for coal 
represents a substantial in¬ 
crease from Rs. 141 crores in 
this year’s revised budget to 
Rs 229 crores. Coal Mines 
Authority and Bharat Coking 
Coal Ltd, have been allowed 
larger provisions to enable the 
achievement of the target of 
production of 135 million 
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tonnes by the end of the fifth 
Plan. Provision has also been 
made for stabilising the pro¬ 
duction of lignite at Neyveli 
at 4.5 million tonnes. 

Budget provision for pet¬ 
roleum and petro-chemicals 
has also been greatly stepped 
up to Rs 170crofesin 1975-76 
as against Rs 60 crores in 
1974-75 revised estimates. 
There will be a considerable 
increase in the provision for 
the Oil and Natural Gas Com¬ 
mission, Oil India and Indian 
Petro-Chemicals Corporation. 
As the House is aware, a cess 
was levied in the current year 
for the development of the oil 
industry, and the Oil Industry 
Development Board was set up 
to coordinate the various deve- 
Jftpment projects to be under¬ 
taken for oil development. A 
sura of Rs. 61 crores from this 
cess over and above the budget¬ 
ary support will accrue to this 


board next year to be used for 
oil development. 

The provisions in the steel 
sector, particularly for Bokaro 
and Bhilai expansion, have 
beth fixed taking into account 
the likely demand for steel. 
Full provision has been made 
for completion of the Korba 
Aluminium Project. 

Next year’s Plan makes 
adequate provision for conti¬ 
nuing projects for cement pro¬ 
duction and also for three new 
projects. The paper mill in 
Nagaland is being given high 
priority. Modernisation of 
textile mills taken over by the 
National Textile Corporation 
has also received special atten¬ 
tion. 

In the Transport and Com¬ 
munications sector, all conti¬ 
nuing major ports, shipping, 
ship-building and aviation pro¬ 


jects have been adequately 
catered for 

Social Services have not 
been neglected. Increased pro¬ 
vision over the revised esti¬ 
mates for this year has been 
allowed for village and small 
scale industries, education, 
health, family planning, hous¬ 
ing and urban development, 
and welfare of backward 
classes. 

As Honourable Members 
are aware, two schemes, one 
for compulsory deposit of in¬ 
creases in wages, and 50 per 
cent of the additional dearness 
allowance, and another for 
compulsory deposit of a per¬ 
centage of the income of 
income-tax payers, were intro¬ 
duced in July last. These 
were necessary to counter the 
serious imbalances created in 
the economy by the large in¬ 
creases in money supply. We 


are happy that these meashres 
along with other steps takei 
to curb inflation, have had ; 
stabilising effect on prices 
While it is the continuing con 
cern of the government t< 
curb inflationary trends, It i 
equally important that dCve 
lopment efforts should be sus 
tamed and adequate resource 
provided for investment in th 
vital areas of the economy. Ii 
view of this, it has been deci 
ded to take credit for ; 
borrowing of about Rs 10< 
crores from the Reserve Ban: 
against the likely addition u 
blocked deposits which take 
place in 1975-76. 

Taking credit for thi 
amount, the budgetary Suppor 
of Rs 3612 crores for th 
1975-76 Plan will entail a re 
source gap of Rs. 464 crores 
Honourable Members will b, 
keen to know how I propog, 
to deal with this deficit. 
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The budgetary deficit 


i 

t ^he various tax proposals for 
1975-76 will yield an additional 
revenue of Rs 288 crores out 
of which the share of the states 
will work out to be Rs 49 
crores. The additional revenue 
f accruing to the centre will be 
Rs 239 crores only which will 

* reduce the anticipated budge¬ 
tary gap from Rs 464 crores 
to Rs 225 crores only. The 
Finance minister described 
this deficit as a modest one 
and, in his view, because of 
the improving prospects for the 
availability of food, power and 

* fuel it was not likely to ac¬ 
centuate the inflationary pres¬ 
sure in the economy. 

The full text of part ‘B’ of 
the Finance minister’s speech 
follows: 

Sir, let me present first my 
proposals in the field of direct 
♦taxes. Honourable Members 
will recall that the rates of in¬ 
come-tax on personal incomes 
were reduced last year on the 
basis of a recommendation of 
the Direct Taxes Enquiry Com¬ 
mittee. It was expected that 
this would lead to better tax 
compliance. I think the policy 
adopted last year should be 
given a fair trial. I, accord¬ 
ingly, propose not to make 
any change in the rates of in¬ 
come-tax in the case of non¬ 
corporate taxpayers. 

'Basic rate 

As present, the basic rate 
of income-tax in the case of 
closely-held industrial com¬ 
panies stands at 55 per cent 
on the first Rs 2 lakhs of tax¬ 
able income, and 60 per cent 
on the balance. On the ana¬ 
logy of the rate structure ap¬ 
plicable to the widely-held 
companies, I propose to modify 
tiiis provision so as to apply 
the higher rate of 60 per cent 
on the entire income of such 
closely-held companies in cases 
where the taxable income ex¬ 
ceeds Rs 2 lakhs, subject, how¬ 
ever, to the usual marginal re¬ 
lief. This measure will yield 
Rs 4 crores in a full year and 
Rs 3 crores in 1975-76. There 
will be no change in the rates 

SPECIAL BUDGET NUMBER 


of income-tax in the case of 
other categories of companies. 

The levy of a tax under the 
Interest-tax Act, 1974 on in¬ 
terest received by scheduled 
banks has had the effect of in¬ 
creasing, on an average, the 
cost of borrowings from sche¬ 
duled banks by about one per 
cent. The levy of this tax has, 
therefoie, made the acceptance 
of deposits by non-banking 
non-fin?ncial companies from 
the public all the more attrac¬ 
tive, specially in the context 
of the selective credit control 
measures adopted by the 
Reserve Bank. Some corrective 
by way of a disincentive to 
borrowings from the public by 
these companies seems to be 
indicated so that credit plan¬ 
ning according to the priorities 
laid down by the government 
is not defeated. I propose, 
therefore, that in computing 
the taxable income of non¬ 
banking non-financial com¬ 
panies, only 85 percent of the 
interest paid by them on public 
deposits will be allowed as 
expenditure for tax purposes. 
This measure will yeild Rs 10 
crores in a full year and Rs 7.5 
crores in 1975-76. 

Tax holiday 

The tax holiday concession 
is at present available in res¬ 
pect of industrial undertakings 
that go into production before 
April l, 1976 and ships which 
are brought into use before 
that date. I propose to ex¬ 
tend the concession in these 
cases for a further period of 
five years. This concession is 
at present available to ap¬ 
proved hotels irrespective of 
the date by which they may 
start functioning. I find no 
justification for giving pre¬ 
ferential treatment to approv¬ 
ed hotels over industrial under¬ 
takings and ships. I therefore 
propose to restrict the con¬ 
cession in the case of approv¬ 
ed hotels to cases where these 
hotels start functioning before 
April 1, 1981. 

At present, dividends de¬ 
clared by companies out of 
their tax holiday profits are 


exempt in the hands of share¬ 
holders. Experience has shown 
that this provision is difficult 
to administer, since any change 
in the quantum of income of 
the company distributing divi¬ 
dends requires modification of 
the assessment of all its share¬ 
holders, who may be residing 
in different parts of the coun¬ 
try. I, therefore, propose to 
withdraw the exemption in 
respect of dividends paid by 
companies out of their tax 
holiday profits attributable to 
the extended period. Share¬ 
holders will, however, not 
stand to lose, since I propose 
to increase the quantum of tax 
holiday profits in the case of 
companies from six per cent to 
7.5 per cent per annum of the 
capital employed in new in¬ 
dustrial undertakings, ships or 
hotels. 

Corporate savings 

In order to channel cor¬ 
porate savings into high prio¬ 
rity industries, 1 propose to 
exempt from income-tax, inter¬ 
corporate dividends derived 
by domestic companies from 
new companies engaged in the 
manufacture of fertilisers, pes¬ 
ticides, paper and cement. 

As Honourable Members 
are aware, initial depreciation 
allowance at the rate of 20 per 
cent of the cost of machinery 
and plant is allowed in respect 
of the priority industries listed 
in the Ninth Schedule to the 
Income-tax Act. Having re¬ 
gard to the importance of pes¬ 
ticides to our economy for in¬ 
creasing agricultural produc¬ 
tion, I propose to extend the 
benefit of initial depreciation 
allowance to the pesticides 
industry also. 

As another measure for 
promoting investment in desir¬ 
ed areas, I propose to exempt 
from wealth-tax for a period 
of five years investment in 
equity shares of new companies 
engaged in priority industries 
listed in the Ninth Schedule to 
the Income-tax Act. 

Under a provision made in 
the Finance Act, 1974, deve¬ 
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lopment rebate is admissible 
in respect of ships which were 
ordered before December, 1 
1973 if such ships are acquired 
before June 1, 1975. In view 
of the time lag involved in 
acquiring ships, I propose tq 
extend this concession to ships 
which will be acquired before 
January l, 1977, provided 
orders for their acquisition 
were placed before Decern* 
ber l, 1973. 

Present concession 

Under the existing law, a 
deduction equal to 20 per cent 
of the profits and gains deriv¬ 
ed from the business of publi¬ 
cation of books is allowed in 
computing taxable income. 
This concession is available 
for a period of five years end¬ 
ing with the assessment year 
1975-76. I propose to extend 
this concession for another 
five years. 

Our development efforts can 
be sustained only through pro¬ 
motion of savings. I have, 
therefore, decided to liberalise 
the concession 'Currently avail¬ 
able under the Income-tax Act 
in respect of long-term savings 
through provident funds, life 
insurance, etc. so as to allow a 
deduction in respect of 100 
per cent of the first Rs 4,000 
of the qualifying savings plus 
50 per cent of the next 
Rs 6,000 of such savings plus 
40 per cent of the balance. 
This measure will result in a 
revenue loss of Rs 8 crores in 
a full year and Rs 6 crores in 
1975-76. 

Frequent withdrawals are 
made from government pro¬ 
vident funds. I have, there¬ 
fore, decided to introduce an 
incentive bonus scheme to 
benefit those government em¬ 
ployees who do not withdraw 
any amount from their provi¬ 
dent fund accounts during the 
year. The bonus will be allow¬ 
ed on the subscriptions made 
during that year and will be 
calculated at the rate of three 
percent for employees drawing 
pay up to Rs 500 per month 
ana one per cent for employees 
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KARNATAKA ELECTRICITY BOARD 

POWER SPELLS 
PROSPERITY 

Build it by investing in 
Karnataka Electricity Board's 

POWER DEVELOPMENT 
DEPOSIT 


Karnataka Electricity Board has launched on a grand national endeavour of taking power to the people. 
Various developmental schemes — including Rural Electrification Scheme and energisation of pump sets to 
step up agricultural output are contemplated. The success of these schemes calls for sizeable resources. It 
is for the people at large to help in raising the resources and thus participate in the grand venture of building 
a prosperous society. 

To achieve this goal, Karnataka Electricity Board has started a scheme under which it accepts term de¬ 
posits from the public on attractive rates of interest, as detailed below: 


For 24 months and above but less than 36 months 
For 36 months and above but less than 61 months 
For 61 months and above 


8% p.a. 
9% p.a. 
10% p.a. 



Interest is payable every half year, on 1st April and 1st October. 

Repayment of the deposit amount and interest thereon is guaranteed by the Government of Karnataka. 
Minimum deposit amount is R$. 500 and additional amounts should be in multiples of Rs. 100. 
Deposits are accepted at: 

(a) any office of the Board where electricity dues are collected 

(b) any Bank which is authorised to collect electricity dues 

For further details , please contact the Board's office nearest to you . 

By your participation 

Strengthen the economy of the nation. 

Help us plan for power — so that power can help your plans. 
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awing pay above Rs 500 per 
snth. 

Honourable Members will 
ijtice that a package of 
Aiure$ has been proposed 
rimproving the investment 
mate, namely, extension of 
jc holday, exemption of inter- 
j-porate dividends derived 
mi new companies engaged 
Jiigh priority industries, ex- 
iption from wealth-tax of 
ijity shares in new companies 
[gaged in certain priority in- 
isiries, and incentives to 
eater savings. Despite the 
vere constraint of resources, 
iavc thought it advisable to 
opose these fiscal incentives 
in my view, investment in 
jority sectors has to be en- 
|uraged now if we are not to 
impound our difficulties in 
je future. These fiscal mea¬ 
ses will reinforce the other 
fcasures that the government 
ive taken for encouraging 
[eater production in certain 
tal sectors. 

Kief to middle class 

In order to give some re- 
jf to middle class families 
ho have to bear the burden 
‘ providing higher education 
their children, I propose to 
low a deduction in respect of 
penses incurred by indivi- 
lals in this regard. In res¬ 
et of children attending 
grec or post-graduate cour- 
s in medicine, engineering or 
Iter technical subjects, the 
tount of deduction will be 
J,000 per child and in res¬ 
et of children attending de- 
ecor post-graduate courses 
other subjects or diploma 
urses in medicine, engineer- 
l or other technical subjects, 
e amount of deduction will 
Rs 500 per child. The new 
ncession will be available in 
e case of individuals whose 
oss total income does not 
ceed Rs 12,000 per annum 
d restricted to two children 
any case. This measure will 
suit in a reduction of revenue 
Rs 7 crores in a full year 
d a little over Rs 5 crores 
J975-76. 

At present, income from 
cstock breeding and poul- 
f and dairy farming is exempt 
»m income-tax. This exemp- 
is prone to abuse by 


showing income which would 
otherwise be chargeable to 
tax as exempt income, t 
accordingly, propose to restrict 
the exemption to Rs 10,000 
in a year. This will mean an 
additional revenue of Rs 2 
crores in a full year and Rs 1.2 
crores in the financial year 
1975-76. 

I propose to exempt from 
income-tax retrenchment com¬ 
pensation paid to workmen 
under the Industrial Disputes 
Act or other similar laws up to 
a maximum of Rs 20,000. 

Liberalised provisions 

There are at present certain 
income-tax exemption limits 
applying to salaried assessccs 
relating to house rent allow¬ 
ance and leave travel conces¬ 
sions. These are being libera¬ 
lised. Indian technicians em¬ 
ployed abroad are also pro¬ 
posed to be given some tax 
relief. 

In order to simplify and 
rationalise the procedure for 
assessment of foreign shipping 
enterprises, the accounts of 
which are not easily accessible, 
I propose to provide that the 
income of such enterprises 
shall be taken at 7.5 percent 
of the aggregate of their gross 
earnings from traffic originat¬ 
ing in India and other earn¬ 
ings received in India. This 
change is also in line with the 
practice in some other coun¬ 
tries. 

At present, contributions 
made to an approved gratuity 
fund are allowed as deduction in 
computing the taxable income. 
A doubt has been expressed 
that, under the relevant provi¬ 
sions as presently worded, pro¬ 
visions made in the books of 
account by taxpayers would 
also qualify for deduction. 
This is clearly not the inten¬ 
tion. Since the employer con¬ 
tinues to have control over 
these funds, I propose to pro¬ 
vide specifically that no deduc¬ 
tion for tax purposes will be 
allowed in respect of such 
provisions made to provide 
for future gratuities. 

With a view to curtailing 
ostentatious expenditure in 
business and professions, I pro 
pose to deny depreciation in 


respect of imported cars which 
are acquired after February 
28, 1975. Simultaneously, I 
propose to allow full deprecia¬ 
tion in respect of indigenous 
cars, irrespective of their cost. 

At present, trees standing 
on agricultural land do not 
qualify for exemption from 
wealth-lax. In order to en¬ 
courage plantingand conserva¬ 
tion of trees, I propose to ex¬ 
empt the value of trees stand¬ 
ing on agricultural land from 
wealth-tax, except in respect 
of orchards and plantations. 

Under corporation tax, 
the full year effect of the pro¬ 
posals is Rs 14 0 crores and 
the yield for 1975-76 will be 
Rs 10.5 crores. As a result of 
the concessions given, there 
will be a net reduction of 
Rs 13.0 crores under income- 
tax in a full year and Rs 9.0 
crores in 1975-76. The impact 
of this reduction in 1975-76 


on the central revenues will be 
ks 2,26 crores. 

Indirect tuxes 

I now come to my propo¬ 
sals relating to indirect 
taxes. 

While I have had to impose 
levies covering a wide range of 
commodities, J have done my 
best to reduce to the mini¬ 
mum the burden that would 
fall on the more vulnerable 
sections of the community. It 
has also been my endeavour 
to select items which largely 
figure in the pattern of con¬ 
sumption of the more affluent 
sections of society. 1 have 
also attempted to vsciect those 
commodities which are signi¬ 
ficant in our export efforts so 
that consumption is thereby 
reduced in the home market re¬ 
leasing an export surplus 
which would earn us valuable 
foreign exchange. 

The recent, spurt in the 




KEY ROLE OF FCI 

The Fertilizer Corporation of India 
Limited is the single largest producer 
of plant nutrients in the country. 

FCI's five functioning units at Sindri. 
Nangat, Trombay, Gorakhpur and 
Namrup have the installed capacity of 
half a million tonnes of plant 
nutrients. This will rise to 3.5 million 
tonnes when additional plants, now 
under construction and in.advanced 
stages of planning, goon stream. 

FCI has now developed its own know¬ 
how. design and engineering capability 
and can exacute six to eight modern 
fertilizer plants at a time from the 
blueprint to the final commissioning 
stage. It has also developed and 
produced a complete range of 
fertilizer catalysts. . * 

With a vast network of sates outlets 
and promotional activities, FCI now 
serves about 80 per cent of the k 

country. , jX\\ 
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price ofsugar in the interna¬ 
tional market provides us an 
excellent opportunity to in¬ 
crease our exports of this 
commodity, even at some 
sacrifice. With a view to re¬ 
ducing consumption of sugar 
for less essential uses and 
releasing more quantities for 
export, I propose that the 
basic excise duty on free sale 
sugar may be stepped up from 
30 per cent ad valorem to 37i 
per cent ad valorem . 1 do not 
propose to make any change 
in the present effective rate of 
duty on levy sugar, which now 
accounts for 65 per cent of 
the total internal releases, so 
that the average citizen is 
assured of his quota of sugar 
at a reasonable price. The 
proposed increase in duty on 
free sale sugar will yield 
an additional revenue of 
Rs 30.25 crores. 

Khandsari sugar is at 
present chargeable to a duty 
of 17.5 per cent ad valorem. 


However, there is a scheme of 
compounded levy under which 
khandsari sugar units opting 
for the scheme pay a fixed 
sum by way of duty for 
every week of working, de¬ 
pending on the number and 
size of the centrifuges used 
by them. As the compounded 
levy results in a disproportio¬ 
nately low duty incidence on 
these khandsari units in com¬ 
parison with the incidence on 
regular vacuum pan sugar 
mills, I propose to withdraw 
the compounded levy scheme. 
All the khandsari units will, 
hereafter, work under the 
normal central excise proce¬ 
dure and pay duty at 17.5 per 
cent ad valorem. From this 
proposal 1 expect to raise an 
additional revenue of Rs 19.60 
crores. 

The duty on tea produced 
in the various zones has re¬ 
mained unchanged for the 
last five years. Tea prices both 
in the Indian and London auc¬ 


tions have substantially risen 
during this period, I, therefore, 
propose to increase the exis¬ 
ting basic duty on loose tea 
produced in Zones I, II, IV 
and Vby 10 to 15 paise per 
kg. Tea of Zone III at pre¬ 
sent bears the highest 
rate of duty and there is need 
for giving some relief because 
of low yield and the high cost 
of cultivation. 

As more than 90 per 
cent of the tea produced 
in this zone is exported and 
since the price increases in 
respect of these teas have been 
the least, ) propose to reduce 
the present basic duty for this 
zone by 10 paise per Kg. 
Apart from bringing in reve¬ 
nue, the proposed increase in 
duty on teas of Zones 1, II. 
IV and V will help in making 
more tea available for 
' export. With a view to ensure 
that the increase in excise duty 
on tea does not hit exports, 


I also propose to raiie t 
ceiling limit on the quanta 
of rebate admissible for c 
ported teas under the prese 
scheme from the existing to 
of 75 paise per kilogram 
85 paise per kilogram. T 
net effect of the propos 
changes will bean additior 
revenue of Rs 3.40 crores. 

Cement is another potent 
foreign exchange earner, a 
for similar reasons, I propr 
to step up the basic duty < 
cement from 30 per cent 
valorem to 35 per cent 
valorem . This proposal w 
yield an additional revenue 
Rs 15.95 crores. 

The import of crude $ 
rolcum and petroleum product 
continues to demand a larj 
share of the total availafc 
foreign exchange resource 
I feel that so long as cncrj 
shortages persist, there is 
case ior making pctroleu 
products more expensive so 



DO YOU DREAM 
IN COLOUR? 

If you live in a world of 
dreams dotted with greens and 
golds; if you see yourself 
in patterns of startling beauty; 
if you want to stop the 
world for a bold, dramatic 
moment, come to us. 

See our designs. Feel our 
flowing textures. And discover, 
that beautiful colours 
don’t belong only in dreams. 


BOMBAY DYEING 
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to pfomote greater iScoppmy 
and efficiency ip theirusc. 
Against this bacfegr<^fhd, the 
duty on motor apint ii pro. 
posed to be raised by 10 paise 
per litre. I also propose to 
increase the duty on furnace 
oil to induce replacement 
of oil-fired equipment by coal- 
fired equipment. Such a duly 
will be an added reason to 
replace obsolescent equipment 
with modern efficient units, 
even in installations which 
continue to use oil. However, 
taking into consideration its 
use by various industries, the 
increase proposed is modest— 
a'littc less than three paise per 
litre. Low sulphur heavy stock 
used for electricity generation 
will* however, continue to be 
exempt as at present. These 
levies on petroleum products 
will together yield an additio¬ 
nal revenue of Rs 26.00 cro- 
rcs. 

Duty on aluminium 

There has been a fall in 
t Jic proportion of aluminium 
of electrical conductor grade 
produced in recent years com¬ 
pared to the commercial grade. 
Since it is of paramount im¬ 
portance that there should be 
no shortage of aluminium of 
electrical conductor grade re¬ 
quired by various power 
systems, I propose to increase 
by Rs 2000 per tonne the 
excise duty on commercial 
grade aluminium thereby 
providing encouragement for 
greater production of electrical 
conductor grade aluminium. 
The proposed increase in duty 
on aluminium will yield an 
additional revenue ofRs 15.00 
crores. 

I shall now turn to a pro¬ 
duct on which all Finance 
ministers have had to rely hea¬ 
vily namely, tobacco and its 
products. The Tobacco Excise 
Tariff Committee has recom¬ 
mended a uniform tariff rale 
for all forms of non-flu-cured 
unmanufactured tobacco, 
other than that used for the 
manufacture of cigarettes, 
supplemented by a low rate 
of excise duty on certain spe¬ 
cified tobacco producls]namcty, 
bins and chewing tobacco sold 
under a brand name, and 
snuft. Following the comroi- 
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ttee’s recommendation, % 
propose to levy a uniform 
total excise duty of Rfc 3 per 
kilogram on non-flu-cured 
unmanufactured tobacco other 
than that used for the manu¬ 
facture of cigarettes. This will 
meama reduction of Rs 1.60 
per kg. in the total duty for 
biri tobacco, and of Re 0 25 
per kg. for hookah, chewing 
and snuff tobacco. However, 
in the case of stalks I propose 
to fix the duty at Rs 2 per 
kg. against the present rate 
of Re 0.65 per kg. 

Tax on bidis 

There is already a duty 
ofRs 3.60 per thousand on 
biris manufactured with the 
aid of machines. I now 
propose to levy a duty of 
Rc 1 per thousand on hand¬ 
made biris also, of which 80 
paise will be in the form of 
basic duty and 20 paise in the 
form of additional excise duty 
in lieu of sales-tax. For the 
sake of administrative con¬ 
venience, this levy will be res¬ 
tricted to biris sold under 
brand names. The duty on 
machine made biris will be cor¬ 
respondingly stepped up from 
Rs 3.60 to Rs 4.60 per 
thousand. It will be noticed 
that those smokers who are not 
unduly discriminaaing and are 
content with unbranded hand¬ 
made biris which bear no ex¬ 
cise duty should benefit from 
the reduction in duty on biri 
tobacco. I also propose to 
levy a duty of 10 per cent ad 
valorem on chewing tobacco 
sold under brand names and 
on snuff. An exemption to the 
extent of five per cent will, 
however, be provided in respect 
of chewing tobacco whose 
value does not exceed Rs 10' 
per kg. 

If the smokers of bran¬ 
ded biris are called upon 
to pay more, equity requires 
that those smoking pipes and 
cigatcues should not be denied 
the privilege of helping the 
developmental effort. Accor¬ 
dingly, I propose to raise the 
effective duty on cigarettes 
also. The effective basic duty 
on cigarettes is now 85 per cent 
ad valorem. If value of the 
cigarettes does not exceed RsJO 
per thousand, and increase 


byihreq per cent dd vabfm 
|br ; every additional rope* or 
part thereof in excess of Rs 10 
per thousand. This duty will 
he increased by five per cent 
ad ‘valorem at all price levels 
except that the ceiling level 
of basic duty will continue to 
remain at 250 per cent ad. 
valorem. Similarly I also pro» 
pose to raise the basic effec¬ 
tive duty on smoking mixtures 
by five per cent ad valorem. On 
account of the rationalisation 
of duty on unmanufactured 
tobacco there will be reduc¬ 
tion of revenue to the extent 
of Rs 8.25 crores. But the 
net additional revenue from 
tobacco and tobacco products 
will be Rs26.88 crores. 

Both for raising revenues 
and as a measure of rationali¬ 
sation 1 propose to readjust 
the rates of duty on rayon 
and synthetic yarns (in¬ 
cluding blended yarns), and 
oh rayon or artificial silk 
fabrics. 1 propose to shift 
partially the burden of excise 
duty on artsilk fabrics from 
the fabrics stage to the 


yam ..itage, collection 
of revenue at the yarn stage i s 
administratively easier and 
provides ftwte loopholes. The 
additional excise doty levied 
on artsilk fabrics In lieu 
sales-tax. and the - handloorn 
cess, will continue tb be levied 
at the fabric stage; but there 
will be no basic excise duty 
on artsilk fabrics except in 
the case of those'fabrics whose 
value exceeds Rs 15 per sq. 
metre. This will result in a 
loss of revenue of Rs 22 cro¬ 
res; to neutralise this loss, and 
to earn additional revenue, i 
propose to increase the duty 
on rayon and synthetic yarns 
suitably. I also propose to levy 
a new duty of Rs 20 per kg. 
on textured yams in addition 
to the duty leviable on base 
yarn used in their manufac¬ 
ture, and to withdraw the 
existing concessions on knit¬ 
ted fabrics. No increase is 
proposed on tyre cord yarn 
and on glass yam which go> 
into industrial production, and 
on wastes. 

* 

I, propose to raise the 
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Where fastening is critical 
'TVS'fasteners are the first choice 


'TVS'high tensile precision fasteners are 
cold forged on the most modern ma¬ 
chines. 

They are heat-treated in a sophistica¬ 
ted atmosphere - controlled furnace - 
the first of its kind in India for heat 
treating fasteners—to ensure against 
scaling and surface decarburisation 
during process. 

The ’TVS’ fastener plant is the centre 
tor pioneering indigenisation of the 


most critical fasteners hitherto impor¬ 
ted into India. 

Whether you order ‘con-rod' bolts and 
'counter-weight' bolts to be specially 
engineered to your design or 'collar 
screws' and 'studs' to specific ASTM 
standards for high temperature, high 
pressure applications or any fastener 
to meet critical dimensional, physical 
and metallurgical properties, specify 
'TVS’ —the most trusted high tensile 
fasteners in India today. 



Sundram Fasteners Limited 

37 Mount Road, Madraa 60000# 

Factor*: Padi. Madraa600060 Phona: 60211.Cable: SUNLOC 
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Existing dirties op superfine 
bd fine cotton yarns which 
we Used by the composite 
Ufiis, by powerlooms, and in 
he hosiery and sewing thread 
petors of the cotton textile 
kdustry. Asa sequel to in- 
lease in the rates of duty on 
Itton yarn I also propose to 
p$e suitably the rates of 
Impounded levy paid by 
femposite mills on cotton 
farn arid mixed yarn used 
jythem* In order that the 
ncreascs in yarn duty may 
iot hit the handlooms, the 
iuty on yarn cleared from the 
nills in the form of strai¬ 
ght reel hanks used mostly 
jy the handloom sector is 
jcing kept unchanged. 

In 1973 government ap¬ 
pointed a high powered study 
;cam to examine in depth the 
problems of the handloom 
industry. This body has ob¬ 
served in its report that power- 
looms are in a position to 
undercut handlooms in their 
egitimate market, and has 
'fcommended that the com¬ 


pounded levy on pmmkmm 
may be fixed at Rs 300 per 
powerloom per annum irres¬ 
pective of the number of 
looms in a unit. The matter 
has been carefully examined 
by government and I now 
propose to increase the coni'* 
pounded levy on powerlooms 
to Rs 200 per loom per an¬ 
num on all those units with 
less than SO powerlooms each. 

There are reports that some 
mills take undue advantage 
of existing concessional rates 
of duty prescribed for clea¬ 
rance of fents and rags. With 
a view to eliminate this abuse, 
a two-tier duty structure is 
proposed to be introduced for 
cotton fents and rags, the 
lower level applying to fents 
and rags cleared up to a 
prescribed limit, and the higher 
level, to clearances above that 
limit. The various proposals 
on textiles will yield an addi¬ 
tional revenue of Rs. 49.10 
crores. 

Although air conditioners 


already carry a duty of 75 
percent ad valorem, I pro¬ 
pose to raise this level to 100 

S cent ad valorem. I simi- 
y propose to raise the duty 
on parts erf refrigerating and 
air conditioning plants and 
machinery from 100 per cent 
ad valorem to 125 per cent 
ad valorem , Duty on refriger¬ 
ators, and refrigerating machi¬ 
nery and appliances, as well as 
air coolers, is however being 
kept unchanged. Parts of 
refrigerating machinery for 
cold storage plants, hospitals 
and factories also will continue 
to pay the present concessio¬ 
nal duty. 

1 further propose to 
raise the basic duty on cos¬ 
metics and toilet preparations 
from the present rate of 30 
per cent ad valorem to 40 per 
cent ad valorem. Since this 
item also carries an auxiliary 
duty of 50 per cent of the 
effective basic duty there will 
be a total increase of 15 per 
cent ad valoram in the duty. 


Shampoos will also hence¬ 
forth pay a basic duty of 40 
per cent. 

Thpse blessed by fortune 
to have enough cash s and 
other valuables with them to 
necessitate the purchase of 
safes and strong boxes cannot 
legitimately complain against 
ray next proposal which is to 
raise the duty on safes, strong 
boxes and similar articles from 
10 per cent ad valorem to 20 
per cent ad valorem. The 
combined revenue effect of 
proposals for increase in duty 
on air conditioners and parts, 
cotncstic and toilet requisites 
and safes, strong boxes and 
the like will be Rs 7.65 cro¬ 
res. 

As a revenue measure, I 
propose to increase by five pcf 
cent the effective duties on 
synthetic organic dye-stuffs 
and synthetic organic deriva¬ 
tives, chinaware and porcelain- 
warc, and glass and glassware, 
except laboratory glassware. I 
also propose to make some 
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changes la the existwig^hasis 
for grant of duty concession to 
small scale manufacturers of 
chiuaware and porcelainware, 
but these changes will be made 
effective only from April 1, 
1975* My proposals regard¬ 
ing synthetic organic dye-stuffs, 
glass and glassware and china- 
ware and porcelainware will 
yield an additional revenue of 
Rs 10.20 crores. 

I propose to increase the 
duty on packing and wrap¬ 
ping paper, pulp boards and 
duplex and triplex boards 
from 80 pabe per kilogram to 
Rs 1,20 per kilogram. This 
will yield an additional revenue 
of Rs 9.80 crores. 

I propose to increase the 
present effective duty on elec¬ 
tric wires and cables, exclud¬ 
ing those used for telecom¬ 
munication and high voltage 
transmission lines, by varying 
rates ranging between 2 h 
and five per cent ad valorem . 1 
qlso propose to raise the duty 
on electric fans marginally, 
but there will be no increase 
in the duty on industrial fans. 
The proposed increases in the 
duty on electric wires and 
cables and fans will yield an 
additional revenue of Rs 4.30 
crores. 

Tariff on films 

Rationalisation of the 
tariff entries and exemption 
notifications relating to gramo¬ 
phones, record players, tape- 
recorders, permanent magnets, 
vehicular tyres, components 
of motor vehicles, wool tops, 
concessions for the use of rice 
bran oil and minor oils in the 
manufacture of soap, and of 
cotton-secd oil in the manu¬ 
facture of vegetable products 
has been proposed. I also 
propose to rationalise the 
tariff lor exposed cinemato¬ 
graph films, and to increase 
the differentia! between colo¬ 
ured films on the one hand and 
black and white films on the 
other. All these measures will 
yield an additional revenue of 
Rs 6.84 crores. 

To remove doubts about 
tlie meaning of the expression 
•'skelp 1 *, J propose to add an 
explanation at the end of 
Tariff Item 26AA and to vali¬ 


date past levies/ assessments 
and collections of duty in ac¬ 
cordance with this explana¬ 
tion. 

As there is a substantial 
difference between the import¬ 
ed cost of graphite electrodes 
and abodes and the indigenous 
cost of production, I propose 
to levy an excise duty of 15 per 
cent ad valorem on graphite 
electrodes and anodes. This 
will yield a revenue of Rs 
1.50 crores. 

I now come to a new con¬ 
cept in central excise taxation. 
Hitherto the central excise 
tariff covered only certain 
specified goods. With a view 
to widen the coverage of 
taxable goods and to pro¬ 
vide a more dependable infor¬ 
mation base for future revenue 
raising exercises, I propose to 
introduce a new item in the 
Central Excise Tariff Schedule 
which, with a few exceptions, 
will cover all goods produced 
for sale or other commercial 
purpose not elsewhere specified 
in the schedule. Goods cov¬ 
ered under this new item will 
be chargeable to a nominal 
duty at the rate of one percent 
ad valorem . While the tariff 
item will cover the production 
of all factories as defined in 
the Factories Act, 1948, l pro¬ 
pose for the sake of adminis¬ 
trative convenience to exempt 
the production of those facto¬ 
ries which employ not more 
than 49 workers in the case of 
power-operated factories, and 
not more than 99 workers in 
the case of non-power operat¬ 
ed factories. 

Experimental measure 

To further simplify 
the levy, I also propose 
to exempt from duty interme¬ 
diate products and component 
parts falling within this item 
produced in a factory and 
consumed within the same 
factory for the manufacture of 
finished goods. No counter¬ 
vailing duty will be levied on 
imported goods corresponding 
to this new item. This levy 
is admittedly an experimental 
measure. I expect that this 
measure will yield a revenue 
of Rs 24.00 crores per annum. 

The auxiliary duty of &» 


else levied under tito Finance 
Act of 1974 vaUd up to March 
31, 1975 is being continued 
up to 30th of June, 1976. 
Mainly on account of the in¬ 
crease in the basic duty pro¬ 
posed on some items there will 
be additional accrual of auxi¬ 
liary duty algo, estimated at 
Rs 5.34 crores. This amount, 
however, has been included in 
the revenue estimates under 
the respective items already 
mentioned. 

The total effect of. all the 
above proposals relating to 
central excise will be an ad¬ 
ditional revenue of Rs 2S0.47 
crores. Of this the union 
government’s share will be 
Rs 194.81 crores and the 
states* share Rs 55.66 crores. 

Import duties 

I do not propose any revi¬ 
sion of the customs tariff 
rates. But considering the 
trend of international prices 
of non-ferrous metals 1 pro¬ 
pose to increase the counter¬ 
vailing duty on copper by 
Rs 3,500 per tonne and on zinc 
by Rs 2,125 per tonne. These 
changes will yield an additional 
revenue of Rs 24.50 crores. 

The increase in central 
excise duty on certain items 
which I have proposed earlier 
will lead to a consequential in¬ 
crease of Rs 9.55 crores in the 
collection of countervailing 
duty on imports. 

The auxiliary duties of 
customs levied under the 
Finance Act of 1974 is being 
continued up to June 30, 
1976 and the effective rates of 
this levy remain unchanged. 

The various proposals which 
{have made will yield an in¬ 
crease of Rs 34.05 crores in 
customs revenue. 

The yield for 1975-76 for 
the centre, taking union ex¬ 
cise duties and customs 
duties together will be 
Rs 228.86 crores. 

Before I conclude I should 
mention a proposal which I 
am making to raise resources 
for the benefit of the states 
and union territories. The 


; sa&s-tsx on 

inloMtate tales ■ ofgoods 
being raised from.threeper cent 
to four per cent with a corres¬ 
ponding change in the ceiling 
prescribed in respect of local 
sales-tax on goods declared to 
be of special importance in 
inter-state trade or commerce. 
As a result of this proposal 
being made effective from 
July 1, 1975, the additional 
collections for those union' 
territories whose revenues 
form part of the Consolidated 
Fund of India will amount 
to Rs 1.75 crores in the year 
1975-76. The states will bene¬ 
fit to the extent of Rs 38.25 
crores in 1975-76 through this 
measure. 

To sum up, so far as the 
union budget is concerned, 
the various proposals imply, 
for 1975-76, additional revenue 
aggregating Rs 239 crores. The 
budgetary gap of Rs 464 
crores, as indicated earlier, 
will accordingly be scaled 
down to Rs 225 crores. , 

The budgetary deficit has 
thus been kept at a modest 
level. With the improving 
prospects for the availability 
of food, power and fuel, this 
order of deficit is not likely to 
accentuate inflationary pres¬ 
sures in the economy. 

Central sales tax 

My major concern in the i 
formulation of this budget j 
has been to stimulate produc- i 
tion by stepping up the pace: 
of investment in areas crucial 
to the healthy growth of the 
economy. The effectiveness of 
the measures proposed in 
achieving the goals that we 
have set for ourselves wili, 
however, depend in large 
measure on the willingness of , 
the different sections of the 
community to contribute their 
utmost to the common en¬ 
deavour. 

, Let us all then, in govern-‘ 
ment, the legislature and out¬ 
side, rededicate ourselves to 
this national: cause at this 
juncture and conduct ourselves 
with that discipline and deter¬ 
mination which the occasion 
demands. 
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To help vital Indian industries 
keep pace with 
fast-advancing technology... 

Zenith Steel Pipes-Tools Manufacturing Division, 
has formed a technical alliance with ASKO... 
the American Company that’s the world leader in 
sophisticated industrial knives and rollers 


• ASKO— The American Shear Knife # ZENITH will not only be able to bring 
Co.—have over 40 years expertise their already high quality to match 
are continually developing newer, international excellence but also widen 
better industrial knives and rollers to the product range considerably, .and 
meet the demands of ever-changing provide a package deal including 

equipment. The benefits of such sales engineering services to the steel, 
technological advancements will be wood pulp, cold rolling and other 
passed on to Indian industry through industries. 

ZENITH, the pioneer manufacturers 

in India of such products. ® ZENITH will not only bring about 

import substitution but will also be able 
to pave the way for exports of industrial 
knives and rollers, as they did with 
steel pipes. 

ZENITH STEEL PIPES LTD ,TOOLS MANUFACTURING DIVISION 

195 Churchgate Reclamation. Bombay 400020 
Phone 294445 Grams ZENPIPES Telex 011-2458 
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IT’S LIKE GETTING 
AMIROFTROUSmSFRBE 



You may never have thought 
of it like that. Though you 


Actually, Terene* lasts almost 
thrice as long. You pay extra. But, 


You save In other ways too. With 
‘Terene’, you don’t have expensive 


know that trousers in Terene*© It’s more than worth it. That’s why laundry bills. Terene* fabrics can 


last a good deal longer than 
ordinary trousers,; 


when you buy fabrics, it pays to 
look for the ‘Terene’ trademark. 


be washed easily at home. And they 
need little or no ironing.. 


ONLY^WHEN YOU SEE THE <TERENE» TRADEMARK ON THE FABRIC, 
CAN YOU BE ABSOLUTELY SURE OF QUALITY. 


ERENE 


© fiifjUieMTmtmmk of Chemicals eat Fibres of Mis Limitsf 


CHAlTfUV-CAfl-31 
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Budget at a Glance 

(In crores of rupees) (In crores of rupees) 


1974-75 1974-75 1975-76 
Budget Revised Budget 


REVENUE RECEIPTS 


Tax Revenue 

Less— -States’ Share of Tax 

5498 

6128 

6552 

+288’ 

Revenue 

1198 

1224 

1333 

+49’ 

Net—Centre’s Tax Revenue 

4300 

4904 

5219 

+239’ 

Non-Tax Revenue 

1340 

1581 

1656 

Total—Centre’s Revenue 

5640 

6485 

6875 

+239’ 


CAPITAL RECEIPTS 


Loan Repayments 

Market Loans (Net) 

External Loans (Net) 

4 Other Receipts 

1080 

498 

552 

969 

1230 

495 

595 

677 

1395 

325 

613 

1096 

Total —Capital Receipts 

3099 

2997 

3429 

Total Receipts 

8739 

9482 

10304 

+239* 

Overall Deficit 

126 

625 

464 

—239* 




225 


1974-75 1974-75 1975-76 
Budget Revised Budget 


REVENUE DISBURSEMENTS 


General Services 

1566 

1538 

1789 

Defence Services 

1680 

1952 

2036 

Social and Community Services 

451 

426 

482 

Economic Services 

604 

802 

956 

Grants-in-aid to States etc. 

1107 

1142 

1228 

Total Revenue Disbursements 

5408 

5860 

6491 

Revenue Surplus 

232 

625 

384 
-| 239* 

CAPITAL DISBURSEMENTS 


General Services 

25 

18 

21 

Defence Services 

235 

205 

238 

Social and Community Services 

64 

51 

61 

Economic Services 

899 

1281 

1213 

Loans and Advances 

2234 

2692 

2744 

Total—Capital Disbursements 

3457 

4247 

4277 

Total Disbursements 

8865 

10107 

10768 


^effect of Budget proposals. 
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Details of Revenue Receipts Details of Revenue Disbursements 

(In crores of rupees) (In crores of rupees) 

1974-75 1974-75 1975-76 1974-75 1974-75 1975-76 

Budget. Revised Budget Budget Revised Budget 


A. Tax Revenue 


Customs 

936.05 

1300.00 

1250.00 

+34.05* 

Union Excise Duties 

3043.81 

3184.34 

3500.44 

+250.47* 

Corporation Tax 

661.00 

713.00 

770.00 

+10.50* 

Income Tax 

709.00 

747.00 

800.00 

—9.00* 

Estate Duty 

9.00 

10.00 

9.25 

Taxes on Wealth 

40.00 

40.00 

43.00 

Interest Tax 

— 

25.00 

60.00 

Gift Tax 

4.00 

5.00 

4.50 

Other Heads 

94.75 

103.60 

114.46 

+1.75 

Gross Tax Revenue 

Les»—States’ Share of 

5497.61 

6127.94 

6551.65* 

+287.77* 

Taxes and Duties 

1197.99 

1224.41 

1332.94 

+48.92* 

Union Excise Duties 

698.10 

702.54 

774.49 

+55.66* 

Income Tax 

491.26 

512.32 

550.11 

—6.74* 

Estate Duty 

8.63 

9.55 

8.34 

Net Tax Revenue 

B. Non Tax Revenue 

4299.62 

4903.53 

5218.71 

+238.85* 

Interest Receipts 

862.16 

881.80 

933.21 

Dividends and Profits 
Other Non-Tax Re¬ 

190.92 

195.12 

196.09 

venue 

Total Non-Tax Re¬ 

287.28 

504.23 

527.15 

venue 

Total Revenue Re¬ 

1340.36 

1581.15 

1656.45 

ceipts 

5639.98 

6484.68 

6875.16 

+238.85* 


* effect of Budget proposals. 


]. General Services 

3246.17 

3490.11 

3824.52 

Organs of State 

56.90 

62.54 

84.32 

Fiscal Services 

114.24 

125.42 

151.80 

Interest Payments 

975.13 

1022.34 

1187.84 

Administrative Services 

: 389.09 

302.37 

333.43 

Pensions and Misc. 
General Services 

31.08 

25.47 

30.79 

Defence Services (net) 

1679.73 

1951.97 

2036.34 

2. Social & Community 
Services 

450.81 

426.01 

482.26 

3. Economic Services 

603.56 

801.85 

956.22 

General Economic 
Services 

137.22 

135.91 

146.54 

Agriculture and Allied 
Services* 

222.31 

404.18 

427.30 

Industry and Minerals 

119.94 

135.90 

231.18 

Water & Power Dev¬ 
elopment 

52.31 

50.62 

68.50 

Transport and Com¬ 
munications 

71.78 

75.24 

82.70* 

4. Grants-in-aid and 
Contributions etc* 

1107.34 

1142.03 

1227.93 

Grants-in-aid to State 
and Union Territory 
Governments 

1046.55 

1081.50 

1157.99 

Aid to other Countries 

43.16 

44.62 

40.16 

Other Grants & 
Contributions 

17.63 

15.91 

29.78 

Total Revenue Dis¬ 
bursements 

5407.88 

5860.00 

6490.93 


*include food subsidy of Rs. 100 crores (1974-75 Budget) and 
Rs. 295 crores each in 1974-75 Revised and 1975-76 Budget. 




R.O. Avenue Road, Bangalore-560 002 
Chairman: M.V.N. Setty 

CAPITAL 

Authorised & Subscribed 
Paid-up 

RESERVE FUND 

DEPOSITS as on 31-12-74 

TOTAL RESOURCES as on 31-12-74 


exceed 

exceed 


With wide range of Banking Services and attractive rates of interest 

VYSYA BANK ensures SAFETY & GROWTH 


Rs. 

20,00,000 

16,00,000 

20,65,000 

20,31,00,000 

25,82,00,000 
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Details of Capital Receipts 


(In crores of rupees) 



1974-75 

Budget 

1974-75 

Revised 

1975-76 

Budget 

1. Market Loans 

498.36 

494.80 

324.88 

Gross Borrowings 
Lew—Repayments 

700.00 

201.64 

696.44* 

201.64 

532.00 

207.12 

2. External Loans 

Gross Borrowings 
Lew—Repayments 

552.47 

849.79 

297.32 

595.03 

888.32 

293.29 

612.69 

928.47 

315.78 

3. Repayment of Loans 
and Advances 

1080.00 

1230.00 

1395.00 

State and Union Ter¬ 
ritory Governments 
Others 

520.00 

560.00 

560.00 

670.00 

685.00 
710,p0 

4. Small Savings 

360.35 

325.40 

380.40 

5. Provident Funds 

118.20 

176.60 

150.46 

6. Other Receipts© 

489.64 

176.66 

564.89 

Total—Capital Re¬ 
ceipts 

3099.02 

2997.49 

3428.32 

k ’ 





^excludes Rs. 100 crores of ad hoc treasury bills converted into 
dated securities. 


(ii) include Rs 340 crores (1974-75 Budget) Rs 372 crores (1974- 

75 Revised) for food and oil credits and Rs. 230 crores (1975- 

76 Budget) for oil credits. 1974-75 Revised estimates also 
takes into account a shortfall ofRs. 130 crores in recoveries 
from the Food Corporation of India. 1975-76 Budget takes 
credit for Rs 100 crores of special borrowing from the Re¬ 
serve Bank of India against blocked deposits under the Addi¬ 
tional Emoluments (Compulsory Deposit) Act, 1974 and 
the Compulsory Deposit (Income Tax Payers) Act, 1974. 


Details of Capital Disbursements 

(In crores of Rupees) 



1974-75 

Budget 

1974-75 

Revised 

1975-76 

Budget 

1. General Services 

259.79 

222.49 

258.34 

Defence Services 

235.27 

205.03 

237.66 

Other General Services 

2. Social and Community 

24.52 

17.46 

20.68 

Services 

63.97 

51.35 

61.20 

3. Economic Services 

899.37 

1281.38 

1213.21 

General Economic Services 
Agriculture and Allied 

77.26 

25.66 

$8.97 

Services* 

20.41 

299.29 

158.77 

Industry and Minerals 
Water and Power Develop- 

342.87 

488.57 

570.53 

ment 

Transport and Communi¬ 
cations (Other than Rail¬ 
ways and Posts and Tele¬ 

90.28 

111.51 

92.73 

graphs) 

126.19 

127.97 

121.74 

Railways 

227.00 

213.00 

182.50 

Posts and Telegraphs 

15.36 

15.36 

17.97 

4. Loans and Advances 

Loans and Advances to 
State and Union Terri¬ 

2233.91 

2692.10 

2743.98 

tory Governments 

Loans for Social and 

1040.38 

1143.43 

1127.61 

Community Services 

Loans for Economic Ser¬ 

18.52 

16.23 

17.66 

vices 

Advances to Foreign 

883.15 

1156.06 

1224.54 

Governments @ 

236.76 

331.84 

326.67 

Other Loans 

57.10 

44.54 

47.80 

Total Capital Disburse¬ 
ments 

3457.04 

4247.32 

4276.73 


* Include Rs 290 crores (1974-75 Revised) and Rs 140 crores 
(1975-76 Budget) on account of fertiliser transactions. 

@ Include Rs 186 crores (1974-75 Budget), Rs 297 crores 
(1974-75 Revised) and Rs 280 crores (1975-76 Budget) for 
technical credits under Trade Agreements. 




The products that are checked and 
re-checked at every stage for quality 
of their manufacture in the ANIL’s 
plants-one of the finest of India. 


ANIL 

in the service of Nation 
offers— 

Industrial Enzymes 
Maize Starch 
Chemical Starches 
Dextrins 
British Gum 
Maize Gluten 
Maize Oil 
Maize Oil Cake 


Corn Steep Liquor 
Sulhpburic Acid 

Liquid Glucose 
Dextrose Monohydrate 
Calcium Gluconate 

Superphosphate and 
Mixed Fertilisers 
Alumina Ferric 




THE ANIL STARCH PRODUCTS LTD. 

P.B. No. 1062, Anil Road, Ahmedabad 380 002. 

Telex No, 264. Tele Nos. 31915-6-7, 31 1 56-7-8-9 Gram: ‘NILA’ 
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WE WILL 



The comprehensive banking facili¬ 
ties offered by The Chartered all 
over the world offer the exporter a 
wide range of opportunities. We 
can assist you with documentatiorv 
import and export regulations, pre 
and post shipment finance, and 
with all other aspects of the com¬ 
plex business of exporting. It you 
are thinking of targets abroad think 
of us, and take advantage of our 
vast knowledge and experience. 


A member of > * 

Sundard and ChMtond Banking Group 
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CHARTERED 

BANK 

...Where service is teken Into eccount 

AMRITSAR, BOMBAY, CALCUTTA. GAUCVL ^ 
COCHIN, DELHI, KANPUR, MADHAfc «' I ■ 
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Resoarwf'tr^tetiii to Stole aad Unon imitory:**p*uuK«its 

. <tn crorcs of rupees) 



1974-75 

Budget 

1974-75 

Revised 

1975-76 

Budget 

1. Stotto’ Share of Taxes & 

Duties 

1198 

1224 

1382 

Union Excise Duties 

698 

702 

830 

Income Tax 

491 

512 

544 

Estate Duty 

9 

10 

8 

v 2. Statutory and Other Trans- 

fens 

632 

632 

662 

Grants 

528 

530 

560 

Loans 

104 

102 

102 

3. Assistance for Develop- 

meat outside Plan 

372 

429 

401 

Grants 

70 

61 

58 

Loans 

4. Assistance for State and 

302 

368 

343 

fS 

Union Territory Plans 

813 

890 

918* 

Grants 

247 

299 

319 

Loans 

566 

591 

599 

5. Assistance for Central & 

Centrally Sponsored Plan 

Schemes 

270 

273 

304 

Grants 

202 

191 

221 

Loans 

68 

82 

83 

6. Total Grants and Loans 

(2+3+4+5) 

2087 

2224 

2285 

a Grants 

1047 

1081 

1158 

Loans 

1040 

1143 

1127 

7. Less Repayment of Loans 

and Advances 

—520 

—560 

-685 

8. Net resources transferred 
to State and Union Terri- 

tory Governments (1+6+7) 

2765 

2888 

2982 


" N.B. The union territory included in the above statement are 
those which have legislatures. 

* In addition, in the Budget for 1975-76, Rs 66 croresare 
provided for Plan Outlay of union territories without 
Legislature, Rs 10 crores for Plan Schemes of the North 
Eastern Council and Rs 60 crores for Rural Electrifica¬ 
tion Corporation. Thus, the total provision in the 
Budget for 1975-76 for assistance towards state and union 
territory Plans as well as those of the North Eastern 
Council amounts to Rs 1054 crores. 


Ptoe outlay 

(In crores of rupees) 


1974-75 

1975-76 

1. Central Plan 

2055 

2558 

2. Central Assistance for State Plans 

830 

963 

3. Union Territory Plan provision in the 
Budget 

81 

91 

4. Total Plan provision in the Budget 

2966 

3612 

5. Extra Budgetary Resources for Central 
Plan 

574 

596 

6. Total Central Plan (14 5) 

2629 

3154 

7. Central Plan Provision fin the Budget 



General Services 

8 

9 

Social and Community Services 

352 

355 

Economic Services : 

General Economic Services 

38 

49 

Agriculture and Allied Services 

216 

227® 

Industry and Minerals 

729 

1221 

Water and Power Development 

99 

117* 

Transport and Communications 

613 

580 


2oh 

2558 


@ excludes Rs 43 crores for agricultural cooperatives and 
cooperative fertilizer factories provided under General Eco¬ 
nomic Services. 

♦excludes Rs 40 crores for Rural Electrification Corporation 
provided as part of central assistance for state Plans. 



MRF Thinks Big, Thinks Indian 


In 27 years, MRF has become the 
second*largest manufacturer of lyres in $.E. 
Asia. And the largest Indian owned one. 

Its four factories at Madras. Kottayam, 

Coa and Arkonam produce about one 
million car and truck tyres annually. MRF 
employs 3.500 people; and has 
offices, depots arid dealers all over India. 
Around these proud statistics, many 
benefits cluster. A more self-reliant 


tyre industry, a more confidant consumer, 
a satisfied shareholder. In little over a 
decade. MRF's assets have grown 35 times. 

MRF also thinks international. 

It makes the famous Mansfield range: 
tyres well up to the highest world standards. 
20*% of its production is exported 
to Fiji, Mauritius. Greece. Hong Kong, 
the Middle £ast. Even to the USA—the 
home of tyre technology. 


Matas of MBFMANSFIELD Tyres 

Madras Aubbtr factory Umiud, (in eoHabpration with Mansfiald Tift & Rubbar 

Company, USA) 17»/t Anna S«M. Madras 2, India. UNTAMiM.»-7Jft 
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’ Budget Estimates it JIK44' /..;■ 


Receipts next year net of States’ share of taxes and duties 
are estimated, at Rs 10543 crores and expenditure at Rs 10768 
crores leaving a deficit of Rs 225 crores. 

Gross Tax Revenue including the effect of Budget proposals 
is estimated at Rs. 6840 crores. The Budget proposals are 
expected to yield Rs. 288 crores. This, is made up of Rs. 250 
crores under Union Excise Duties, Rs. 34 crores under Customs, 
Rs. 11 crores under Corporation Tax and Rs. 2 crores under 
Central Sales Tax, reduced by Rs. 9 crores under Income Tax. 

The States' share of taxes and duties taking into account the 
effect of Budget proposals will be Rs. 1382 crores. 

Thus, the net Tax Revenue of the Central Government will 
be Rs. 5458 crores comprising Union Excise Duties Rs. 2921 
crores, Customs Rs. 1284 crores. Corporation Tax Rs. 781 
crores, Income Tax Rs. 247 crores, Interest Tax Rs. 60 crores, 
and other Taxes and Duties Rs. 165 crores. 

Non tax revenue including interest and dividend receipts will 
be Rs. 1656 crores. Market loans are estimated at Rs. 325 
crores. External loans Rs. 613 crores and Loan Repayments 
Rs. 1395 crores. Small Savings and Provident Fund collec¬ 
tions together arc placed at Rs. 531 crores. Other receipts are 
estimated at Rs. 565 crores. 

Total estimated expenditure of Rs. 10768 crores comprises 
Development outlay of Rs. 5868 crores (55 per cent), Defence 
outlay of Rs. 2274 crores. Interest payments of Rs. 1188 crores, 
Statutory and other transfers to State and Union Territory Gov¬ 
ernments of Rs, 662 crores and other expenditure of Rs. 776 
crores. 


Development outlay of R$: 5868 crores comprises Rs. 3674 
crores on Economic Services; Rs. 562 crbre$ on Social and Com¬ 
munity Services and Rs. 1623 crores on Transfer to; State and 
Union Territory Governments for development purposes as 
also Rs, 9 crores of Plan expenditure included under General 
Services. ■ * 1 ■ ; % ' - 

Other expenditure of Rs. 776 crores next year constitute!) 
only seven per cent of the total expenditure of fes. 10768 crores. 
This item comprises Organs of State including Audit (fe$. 84 
crores), Fiscal Services including tax collection (Rs 152 crores), 
Police (Rs. 175 crores), Aid to other Countries (Rs 87 crores), 
Miscellaneous Loans (Rs. 48 crores). Pensions and other Re¬ 
tirement benefits (Rs. 22 crores), Public Works (Rs 33 crores) 
and other General Services (Rs. 175 crores). 

Resources transferred to State and Union Territory Gov¬ 
ernments (Statement VI) include Rs. 1382 crores of States’ share 
of taxes and duties, Rs. 1623 crores for development purposes 
and Rs. 662 crores as statutory and other grants and loans. 

Plan outlay of Rs. 3612 crores (Statement VII) is inclusive 
of Central Plan outlay (Rs. 2558 crores), Central Assistance for 
State Plans (Rs. 963 crores) and Union Territory Plan provision 
(Rs. 91 crores). The Central Plan provision includes substantial 
allocations to Agriculture (Rs. 270 crores). Industry and Mine¬ 
rals (Rs. 1221 crores), Power (Rs. 140 crores including Rs. 40 
crores for the Rural Electrification Corporation programmes 
in the State sector), Transport and Communications (Rs. 580 
crores) and Social and Community Services (Rs. 355 crores). 



...Which It why we At JKa 
try our level best to 
nurture latent talent. 

And help bring it out. 

By imparting training in 
management, research & 
engineering. 

By developing the 
inherent skills of 
technicians & skilled 
labour. 

By providing job 
opportunities to the 
educated and the 
un-educated. all over 
India. 

JKa Intend doing a lot. 
more for a lot more 
people. 

The future men will toll 
e different story. 



J.KsmHiaATio# 


•YNTHItl* OF NATIONAL 
TAUNT MHO 
ENTREMUWUUIUA 
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Finance Bill 1975 : proposals explained 


Tiifi text of the official memo¬ 
randum explaining the pro¬ 
visions of the Finance Bill 
js given below:— 

Provisions Relating to 
Direct Taxes 

The provisions in the 
Finance Bill, 1975 in the 
sphere of direct taxes relate 
to the following matters: 

(i) Prescribing the rates 
of income-tax (including sur¬ 
charge thereon) on incomes 
liable to tax for the assess¬ 
ment year 1975-76; the rates 
at which income-tax will be 
deductible at source during 
1975-76 from interest (inclu¬ 
ding interest on securities), 
dividends, salaries, insurance 
commission, winnings from 
lotteries and cross-word puz¬ 
zles and other categories of 
income liable to such deduc¬ 
tion under the Income-tax Act; 
and the rates for computation 
of “advance tax” and charg¬ 
ing of income-tax on current 
incomes in certain cases for 
the financial year 1975-76. 

- (ii) Amendment of the 
Income-tax Act, 1961 with a 
view to raising additional 
resources; providing greater 
tax incentive for savings and 
investments providing for 
tax relief in certain cases; and 
a few other matters. 

(iii) Amendment of the 
Wealth-tax Act, 1957 with a 
view to providing greater 
incentive for investment in 
priority industries and mak¬ 
ing a few other provisions. 

f (iv) Amendment of the 
Gift-tax Act, 1958 to remove 
an existing anomaly. 

(v) Amendment of the 
Finance Act, 1974 with a 
view to extending the period 
for continuance of develop¬ 
ment rebate in respect of ships 
already on order. 

• 2, The Bill broadly fol¬ 

lows the principle (adopted 
since 196?) that changes in 
the rates of tax as also other 


provisions of tax laws should 
ordinarily be made operative 
prospectively in relation to 
current incomes and not in 
relation to incomes of the 
past year. The substance of 
the main provisions in the 
Bill relating to direct taxes 
is explained in the following 
paragraphs. 

Income-Tax 

I. RATES OF INCOME-TAX 
IN RESPECT OF INCOMES 
LIABLE TO TAX FOR THE 
ASSESSMENT YEAR 

1975-76. 

3. In respect of incomes 
of all categories of taxpayers 
(corporate as well as non-cor¬ 
porate) liable to tax for the 
assessment year 1975-76, Hie 
rates of income-tax under the 
Bill are the same as were laid 
down in Part III of the First 
Schedule to the Finance Act. 
1974 for purposes of computa¬ 
tion of “advance tax", deduc¬ 
tion of tax at source from 
*‘Salaries’* and retirement 
annuities payable to partners 
of registered firms engaged 
in specified professions and 
computation of tax payable in 
certain special cases during 
the financial year 1974-75. 
The rates of income-tax (in¬ 
cluding surcharge thereon) for 
the assessment year 1975-76 in 
the case of all categories of 
taxpayers have been specified 
in Pan l of the First Schedule 
to the Bill. 

H. RATES FOR DEDUCT¬ 
ION OF TAX AT SOURCE 
DURING THE FINANCIAL 
YEAR 1975-76 FROM IN¬ 
COMES OTHER THAN 
‘SALARIES' AND RETIRE¬ 
MENT ANNUITIES. 

4. The rates for deduction of 
tax at source from incomes 
other than ‘‘Salaries” (i. e.. 
interest on securities, other 
categories of interest, divi¬ 
dends, insurance commission, 
winnings from lotteries and 
cross-word puzzles, and non¬ 
salary income of non-resi¬ 


dents) have been specified in 
Part Hof the First Schedule 
to the .Bill. These rates are 
the same as were prescribed 
for the purpose in the Finance 
Act, 1974. 

(Long-term capital gains 
are charged to tax at con¬ 
cessional rates in the case 
of all categories of tax¬ 
payers. Under the existing 
law, income-tax is, how¬ 
ever. deductible from such 
gains derived by foreign 
companies at the rates 
applicable to their ordinary 
income. A specific pro¬ 
vision is proposed to be 
made in section 195 of the 
Income-tax Act to secure 
that income-tax in the case 
of foreign companies is 
deducted at source from 
long-term capital gains at 
the rates at which such 
gains are actually charge¬ 
able Lo tax in their hands. 
This provision has been 
explained in detail in para¬ 
graph 42) 

III. RATES FOR DEDUCT¬ 
ION OF TAX AT SOURCE 
FROM ‘SALARIES', COM¬ 
PUTATION OF ADVANCE 
TAX'AND CHARGING OF 
INCOME-TAX IN SPECIAL 
CASES DURING THE FIN¬ 
ANCIAL YEAR 1975-76. 

5. The rates from deduc¬ 
tion of tax at source from 
“Salaries” in the case of in¬ 
dividuals during the financial 
year 1975-76, and also for 
computation of “advance tax'* 
payable during that year in 
the case of all categories of 
taxpayers, have been v specified 
in Part HI of the First Sche¬ 
dule lo the Bill. These rates 
are also applicable for deduc¬ 
tion of tax at source during 
1975-76 from retirement an¬ 
nuities payable to partners of 
registered firms engaged in 
certain professions (chartered 
accountants, solicitors, law¬ 
yers, etc.) and for charging 
income-tax during 1975-76 on 
current incomes in special 
cases where accelerated assess¬ 
ments have to be made, e. g., 
provisional assessment of 


shipping profits arising in India 
to non-residents, assessment 
of persons leaving India for 
good during the financial year 
1975-76, assessment of persons 
who are Likely to transfer pro¬ 
perty to avoid tax, etc. 

6. The rates specified in 
Pari III of the First Schedule 
to the Bill in case of all non¬ 
corporate taxpayers are the 
same as those specified in Part 

1 of the First Schedule for the 
assessment of incomes liable 
to tax for the assessment year 
1975-76. 

Under the rate schedule 
specified in the Finance Act, 
1974 for purposes of computa¬ 
tion of “advance tax” payable 
during the financial year 1974- 
75 in the case of companies, 
the basic rate of income-tax 
applicable to doseiy-held do¬ 
mestic companies which are 
industrial companies was fixed 
at 55 per cent of the first 
Rs 2 lakhs of its total income 
and 60 per cent on the ba¬ 
lance. In otlipr words, in the 
case of such companies, the 
concessional rate 55 per cent 
is applicable to the first Rs 

2 lakhs of income even in 
cases where the total income 
exceeds that amount. Under 
the corresponding rate sche* 
dulc in Part HI of the First 
Schedule to the Bill, the higher 
rate of 60 per cent will be 
applicable on the entire in* 
come of such companies in 
cases where the taxable in¬ 
come exceeds Rs 2 lakhs. 
However, w'herc the total 
income of such companies ex¬ 
ceeds Rs 2 lakhs by a small 
amount, the income-tax pay¬ 
able will not exceed tnc 
aggregate of tax payable on 
an income of Rs 2 lakhs plus 
80 per cent of the balance. 
The rates of income-tax (in¬ 
cluding surcharge) applicable 
in the case of other categories 
of companies for the purpose 
of computation of “advance 
tax” payable during the finan¬ 
cial year 1975-76 * are the 
same as those specified in Part 
I of the First Schedule for the 
assessment of incomes liable 
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to tax for the assessment year 

1975-76. 

(Clause d andthe First 
Schedule) 

IV, PROPOSED AMEND¬ 
MENTS TO THE INCOME- 
TAX ACT 

7. Tax treatment of Income 
derived from businesses of Live¬ 
stock breeding or poultry or 
dairy farming. — Under the 
existing provisions of the In¬ 
come-tax Act, income derived 
from a business of livestock 
breeding, or poultry or dairy 
farming is completely exempt 
from tax. The exemption 
from tax of such income is not 
in keeping with the principle 
of taxing equally persons with 
equal capacity to pay. This 
exemption also enables tax 
evaders to camouflage their tax¬ 
able income as income derived 
from these sources and thus 
helps proliferation of black mo¬ 
ney. The Bill seeks to restrict 
exemption in respect of income 
from live-stock breeding, or 
dairy or poultry farming to 
an amount of Rs 10,000 in a 
year. 

8. The proposed change 


will take effect from 1st 
April, 1976 and wifi accor¬ 
dingly apply in relation to the 
assessment year 1976-77 and 
subsequent years. 

(Clauses 3 (e) 13, 24, (2) 
(b) and (c) 

9. Deduction In respect of 
interest paid by non-banking 
non-financial companies on 
public deposits.—As a result of 
the general policy of credit 
restraint, and enforcement of 
selective control measures by 
the Reserve Bank of India, non¬ 
banking non-financial com¬ 
panies have been increasingly 
resorting to acceptance of de¬ 
posits from the public to meet 
their financial requirements. 
The levy of interest-tax under 
the Interest-tax Act, 1974 on 
the gross amount of interest 
recieved by scheduled banks 
on bans and advances made 
in India has had the effect of 
increasing, on an average, the 
cost of borrowings from sche¬ 
duled banks by about one per 
cent. The levy of this tax has, 
therefore, made the acceptance 
of deposits by non-banking 
non-financial companies from 


the public all tbe more attrac¬ 
tive* In order to ensure that 
the effectiveness of the mone¬ 
tary policy is not blurred by 
unrestricted growth of depo¬ 
sits in the non-banking sector, 
the Bill seeks to provide that 
15 per cent of the interest 
aid by non-banking non- 
nancial companies on depo¬ 
sits received from the public 
will be disallowed in comput¬ 
ing their taxable income. 

10. For the purpose of 
the new provision, moneys 
received by the company from 
the central government or 
any state government or any 
local authority, as also amounts 
repayment of which is guaran¬ 
teed by the central govern¬ 
ment or a state government 
will not be regarded as 
deposits. Moneys borrowed 
from foreign sources, banking 
companies, co-operative banks 
and specified financial insti¬ 
tutions and bodies will also 
not be regarded as deposits. 
The central government is 
being empowered to add to 
the list of such institutions 
or bodies by notification in 
the Official Gazette. Inter¬ 


taking(iac|udinga bold storage 
plant) newly set up in India, 
The concession is also avail* 
able in relation to profits 
derived by an Indian company 
from the business of an appro¬ 
ved hotel satisfying certain 
conditions or from plying any 
ship. The tax holiday Conce¬ 
ssion consists in the exemption 
from tax of the profits up to 
six per cent per annum of % 
capital employed in the under¬ 
taking, hotel or ship for five 
successive assessment years 
commencing from the assess¬ 
ment year relevant to the 
accounting year in which the 
undertaking goes into produc¬ 
tion or the hotel starts func¬ 
tioning or the ship is first 
put to use. In the case of 
industrial undertakings owned 
by co-operative societies, the 
period of the tax holiday is 
seven years. Any deficiency 
in the hx per cent return of 
capital during the tax holiday 
period is allowed to be carried 
forward and deducted from 
the profits of subsequent year^i 
up to a period of eight years j 
from the initial year. 

13. Under section 80K 



corporate borrowings, security 
deposits made by employees, 
amounts received byway of se¬ 
curity or advance from purcha¬ 
sing agents, selling agents, etc. 
and advances received against 
orders for the supply of goods 
for the rendering of services 
will not be treated as deposits. 
Likewise, subscriptions to 
shares, stocks, bonds or deben¬ 
tures pending allotment of 
such shares, stocks, bonds or 
debentures as well as calls in 
advance on shares will not be 
regarded as deposits. 

11. The proposed amend¬ 
ment will take effect from 1 st 
April, 1976 and will accor¬ 
dingly apply in relation to 
the assessment year 1976-77 
and subsequent years. 

(Clauses 6(b) and 23) 

V. MEASURES FOR PRO¬ 
MOTING SAVINGS AND 
INVESTMENT 

12. Tax holiday.— Sec¬ 
tion 30J of the Income-tax 
Act provides for a “tax- 
holiday” concession in respect 
of profits derived by a taxpa¬ 
yer from an industrial under- 


of the Income-tax Act, divi- I 
dends paid by a company out 
of tax holiday profits derived 
from a new industrial under- ? 
taking or hotel or ship are 
completely exempt from in¬ 
come-tax in the hands of the 
shareholders. 

14. Under the existing 
law, in the case of industrial 
undertakings (including cold 
storage plants), the tax holiday 
concession will be available 
only if the undertaking goes 
into production or commences 
operation at any time before 
1st April, 1976. In the case 
of a ship, the concession will 
apply if the ship is brought 
into use at any time prior to* 
that date. There is, however, 
no time limit in the case of 
a hotel business run by an 
Indian company. 

15. The Bill seeks to ex¬ 
tend the concession in respect 
of profits derived by taxpayers 
from new industrial under¬ 
takings (including cold storage 
plants) for another period of 
5 years. Accordingly, new* 
industrial undertakings going 
into production dr starting 
operation of cold storage 
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More than ever, seafood business is 

booming* 

In spite of a long coastline and seas 
teeming with seafood, we net only 14% 
of our marine wealth. The rest is 
waiting to be hauled in! 

Exports touched a new peak in 1973- 
74 earning foreign exchange for the 
country to the tune of U.S. $ 120 mil¬ 
lion (Rs. 900 million) — an increase 
of about 50% over 1972-73—besides 
taking care of a huge domestic demand. 


The bulk of the current seafood ex¬ 
ports, is in in-shore fishing—prawns, 
lobsters and shrimps. Deep-sea fishing 
almost totally neglected, might yield a 
bumper catch that can be exported. 

The Marine Products Export De¬ 
velopment Authority (MPEDA) can 
help you launch into this exciting and 
expanding field. We are a servicing 
Government agency engaged in the pro¬ 
motion and regulation of the fishing 
industry and the sea-food export trade. 


Our consultancy services include mar¬ 
ket surveys, technical information and 
assistance in all phases of your project 
—from fishing through processing to 
exporting. 

If you’re looking for a promising in¬ 
dustry that is export-oriented, just drop 
us a line. 

We’ll help you to haul in your for¬ 
tune in seafoods! 


A fortune in our seas. 

Yours for the 
hauling. 



the'mamime products 
' l & Sr&J EXPORT development authority 

Government ol Indio 

Mahatma <MMM Rood. Cochin M20I6 
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Century Rayon 

AN EXAMPLE OF SOCIAL RESPONSIBILITY 


Csntury Rayon sots an sxsmpls to othar large corporations by Its policy of eynthoelelng service to the comntunlttti 
fulfilment of its obligations to the employees, the customers end the shareholders. And yet you will be surprised. 
It is making the highest contribution to the national exchequer by wey of tax payments ee well ee fbreign 


It is making the highest contribution to the nstionsl exchequer by way of tax payments i 
exchange savings and earnings. 

In spite of runaway Inflation in the coat of raw materials end other Inputs, eueh ea labour. 
Century Rayon sets another example by holding the priceline for Ite products. 


fuel end water. 


PROFESSIONAL 

MANAGEMENT* 

Besides the philosophy, the 
secret lies in its prof< f uonal 
management. Maximum 
decentralisation and 
delegation of authority and 
responsibility has built an 
outstanding team of 
managers and workers, with 
• completely autonomous 
decision making process in 
each of it* segments, 

ASSISTING AUXILIARY 
AND ANCILLAhV 
INDUSTRIES: 

Century Rayon believes in 
Supporting a number ot 
•mall entrepreneurs. 

Rightly so. And tt has 
become a benign big brother ' 
to a number of auxiliary and 
ancillary industries. It is 
helping them in three 
tegmenta, viz. a) the smalt 
•cate suppliers; b) the small 
pocessors who use Century's 
bye-products and waste 
products; c) a large nation¬ 
wide community of small 
weavers dependent on 
Century's supply of yarn. 
Century Rayon is helping 
them in throe wavs— 

•) by providing finance: 
b) by giving technical 
ailiatance; c) by helping 
them in marketing. 

THE NATIONAL 
EXCHEQUER: 

How much do you think 
Century Rayon is paying by 
way of taxes ? To the tune of 
Rs, S crores in excise duty 
end other levies, over and 
above the income tax paid 
by tha parent company. 
Century Spinning & 
Manufacturing Co. Ltd., 
to the extent of Re. 7 aorta 
per year. 

Exports» 

Why it it that the Century 
Rayon Tyrecord la equal to 
the world's best? 

The testimony is constantly 
rising exports to sophisticated 
international markets. 

The total foreign exchange 
earning including Rayon 
Fabrics & Chemicals so I m 
exceeds Rt. 6 aorta. , 




Century's workers ere happy 
because of one of the finest 
housing colonies provided 
to them, along with a club 
house, a cooperative bazfr 
and a credit society. 

They enjoy the best 
educational facilities fa 
their children, consisting of 
primary end secondary 
schools end e college for 
Aria, Science and Commerce. 
Its medical care la unique, 
with a full fladoed 60 bed 
hospital, end free medicine. 


CREATING 

EMPLOYMENT! 

In today's context. Century 
Rayon's contribution ie 
significant, by providing 
employment to over 6,000 
workers directly, end 
supporting an entire 
township dependent go Rl 

INDUSTRIAL 

RELATIONS! 

Whet would you eey fa e 
record of more then sixteen 
years of uninterrupted 
production, without toeing 
e single manhour due to 
•trike or strife ? Relatione 
with the employees ere 
exemplary because of • 
■direct, frank and honest 
rapport with them scrota 
the table, without externa* 
intervention. 

COMMUNITY SERVICE. 


HOLDINQ THI PRICE-LINS AMO 
ENSURINQ PAIR DISTRIBUTION. 

(1) RAYON FILAMENT YARN. 


Century Rayon * Frio**.* 
Ha./k§. 




ConeMSonO 

Mcmio*** 

I .tlpOIMI* ' 


AROUNO 

50,00 

I i I 
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Txc/uuVf of Excise duty 




Very rigidly adhering to the Voluntary agreement between 
Viscose Rayon Spinners and Weavers, Century Rayon is selling 
approximately 60% of its production directly to Actusl Users 
at the low price of Rs. 14.22 par kg. end an additional 20% 
directly to exporters of Rayon Fabrics, at • substantially low 
price of Re. 10.17 per kg. 

(I) RAYON TYRE CORD 


Recreation, too. ft deer to 
Ite heart. Vast playgrounds* 
beautiful swimming pools 
end gardens, e (age library. 
Its own network of roads 
end water works and, to top 
it ell, one of the finetr 
temples in a sublime 
atmosphere**!! these 
amenities constantly 
growing In sice end qoality. 


In timee of calamities like 
earthquakes, warn, droughts 
and floods. Century Rayon 
has sprung to the call of 
duly voluntarily extending 
not only financial help 
but also providing volunteer* 
and othar relief measures. 
RESEARCH AND 
DEVELOPMENT. 


imiiinii 




HHUBHumesperiMBBriB 


Century Rayon ancourages 
sports both for the amateur 
and the seasoned sportsmen. 
Century's sports teams have 
been winning many e laurel 
on the playground*. 


Well aqulpped laboratories 
end e team of dedicated 
Scientist* and technicians 
ensure the position Of 
leadership for Century 
Rayon-be It the finest rayon 
filament van or the toughen. 
Improved rayon tyre cod. 


■■■■■■■■ee*■!■■■■ 

MilHiiaWlHH 


Century Rayon hae achieved the twin objectives ol maintaining 
the prioeofTyre Cord below the International level and 
supplying directly to Actual Users. 

CAUSTIC SODA. 

To meet tha need* of genuine users In tha present acute short* 
ege conditions# Century Chemfeale ft following a policy of 
supplying the entire production teAciusI Users on the basis of 
past offtake, at fair prices. 



CENTURY RAYON > ■ 1 

Industry Hous*. 169, Churchflate Reclamation. Bombay 400020. NNNMMNEttM 



















plants before 1st April, 1981 
will qualify tor the tax holiday 
concession, The Bill also 
seeks to provide that the tax 
holiday concession in the case 
of approved hotels will be 
available only in cases where 
the hotel starts functioning 
before 1st April, 1981. 

16. The provision relating 
to exemption of dividends paid 
by companies out of their tax 
holiday profits has been found 
to be difficult to admiuister. 
This is because any change in 
the quantum of income of the 
company distributing profits 
requires modification of assess¬ 
ments of all shareholders who 
may be assessed to tax in di¬ 
fferent places in different char¬ 
ges. The Bill, accordingly, 
seeks to withdraw the tax 
exemption in relation to divi¬ 
dends which may be distribu¬ 
ted out of profits derived from 
new industrial undertakings, 
hotels and ships which go into 
production or start function* 
nig or are put to use after 
Slst March, 1976. In order 
to compensate shareholders 
for the loss of exemption in 


respect of such dividends, the 
Bill seeks to increase the 
cjuantum of tax holiday profits 
in the case of companies from 
six per cent to 7.5 per cent 
per annum of the capital em¬ 
ployed in the new industrial 
undertaking, ship or hotel. 

17. The Bill also seeks to 
make the following modifi¬ 
cations in the tax holiday 
provisions : 

(i) Under the exist ing pro¬ 
vision, the concession 
is not available in the 
case of a new industrial 
undertaking if it is 
formed by the tranfer 
to a new business of a 
building (not being a 
building taken on rent 
or lease) or machinery 
or plant previously 
used for any purpose. 
However, the transfer 
of building, machinery 
or plant previously 
used for any purpose 
to the new business to 
the extent of 20 per 
cent of the total value 
of such assets used in 
the business, does not 


deprive thfc undertak¬ 
ing of the tax benefit. 
Under the Bill, the tax 
benefit will not be den¬ 
ied in cases where the 
new industrial under¬ 
taking is set up in an 
old building belonging 
to the taxpayer. The 
value of the old build¬ 
ing will not, however, 
be taken into account 
in computing the capi¬ 
tal employed in the 
industrial undertaking. 
It is further provided 
that reconditioned 
machinery or plant im¬ 
ported from abroad 
will be regarded as 
new for the purposes 
of the relevant provi¬ 
sion. 

(ii) In a case where the 
goods held for the pur¬ 
pose of the business of 
the industrial under¬ 
taking or the hotel or 
the operation of ships 
are transferred to any 
other business carried 
on by the taxpayer, or 
vice versa , and the con¬ 


sideration for such 
transfer is, in either 
case, not recorded in 
the accounts of the in¬ 
dustrial undertaking or 
the hotel or the sltip 
at the market value, the 
profits and gains of the 
business of the indus¬ 
trial undertaking or 
the hotel or the opera¬ 
tion of ships will be 
computed as if the 
transfer had been made 
at the market value of 
such goods. In the 
case of exceptional 
difficulty, the In¬ 
come-tax Officer will 
be empowered to com¬ 
pute the profits and 
gains of the industrial 
undertaking or the 
hotel or the ship on 
any other reasonable 
basis. 

(iii) The Bill also provides 
that where because of 
close connection bet¬ 
ween the taxpayer car¬ 
rying on the business 
of the industrial un¬ 
dertaking or the hotel 


un/sraR 

A LEADER 

AMONGST CABLES AND 
CAPACITORS 


Leaders in the field of power, control, signalling, ship trailing end 
special cables with paper, P.V.C. and rubber insulation for working 
voltage upto and including 33 KV. Bare conductors and paper 
and power factor improvement capacitors. 
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or the operation of the 
ship and an; other 
person or for any other 
reason, morethan or¬ 
dinary profits accrue to 
the business of the in¬ 
dustrial undertaking 
or the hotel or the 
operation of the ship, 
the Income-tax Officer 
will have the power to 
determine the reason¬ 
able profits that could 
be attributed to the 
industrial undertaking 
or the hotel or the 
ship for the purpose of 
determining the tax 
holiday profits. 

') In file case of taxpayers 
other than compa¬ 
nies and co-opera¬ 
tive societies (which 
are statutorily required 
to get their accounts 
audited), the tax holi¬ 
day concession in res¬ 
pect of profits derived 
from new industrial 
undertakings will not 
be available unless the 
accounts of the indus¬ 
trial undertaking are 
audited by a chartered 
accountant or other 
qualified accountant 
and the taxpayer furni¬ 
shes along with his ret¬ 
urn of income, a report 
of audit in a form to be 
prescribed in the In¬ 
come-tax Rules. 

(Clauses 12 and 14) 

18. Tax treatment of inter- 
irporate dividends—Under the 
isting law, dividends derived 
'companies(including fore- 
n companies) from domestic 
rapanies are taxed on a con- 
ssional basis. Where the 
impany receiving dividends 
a foreign company, a deduc- 
5n in an amount equal to 65 
;r cent of the dividend in- 
>me is allowed in computing 
1 taxable income. Where the 
«ipient company is a domes- 
■ company, the deduction 
•owed is equal to 60 per cent 
such dividends. The re¬ 
minder of the dividend in- 
•®c, after allowing the deduc- 
®n as aforesaid, is subjected 
•tax at the rate applicable 
the total income of the 
rapany. As a result, the 
“ctive incidence of income 

nscial budget nummr 


tax on the dividend income of 
a company is as under: 

(a) where the recipient is a 
foreign company 

25.725 per cent 

(b) where the recipient is a 
domestic company— 

(i) in the case of a widely- 
held company 23.1 per cent 

(ii) in the case of a closely- 
held company which is not an 
industrial company 27.3 per cent 

Where the recipient is a 
closely-held industrial com¬ 
pany, the effective rate of tax 
will depend upon whether or 
not its income exceeds Rs 2 
lakhs. 

19. In order to encourage 
investment of corporate sav¬ 
ings in high priority industries, 
the Bill seeks to provide for 
complete exemption of divi¬ 
dends received by domestic 
companies from companies 
formed and registered under 
the Companies Acts, 1956 after 
28th February, 1975 and en¬ 
gaged exclusively or almost 
exclusively in the manufacture 
or production of fertilisers; 
pesticides (basic pestidal che¬ 
micals and formulations pre¬ 
prepared therefrom by the 
manufacturing company itself); 
paper, pulp and newsprint: 
and cement. 

This amendment will take 
effect from 1st April, 1976 and 
will, accordingly, apply in re¬ 
lation to the assessment year 
1976-77 and subsequent years. 

(Clause 15) 

20. Inclusion of * ‘Pesticides 
in the Ninth Schedule.—Under 
the existing law, initial dep¬ 
reciation in an amount equal 
to 20 per cent of the actual 
cost of machinery or plant in¬ 
stalled by a taxpayer for the 
purposes of business of gene¬ 
ration or distribution of elec¬ 
tricity or any other form of 
power or of construction, 
manufacture or production 
of the articles or things 
specified in the list in 
Ninth Schedule to the Income- 
tax Act is allowed as deduc¬ 
tion in the year in which such 
machinery or plant is installed 
by the taxpayer. The deduc¬ 
tion is also admissible in res- v 
pect of new ships and aircraft 


acquired by a taxpayer who is 
engaged in the business of 
operatipa of ships or aircraft, 
Machinery dr plant installed in 
small scale industrial under¬ 
takings for the purpose of 
business of' manufacture ot 
production of any articles or 
things also qualifies for this 
allowance. 

21. The Bill seeks to add 
“Pesticides” to the list in the 
Ninth Schedule to the Income- 
tax Act with effect from 1st 
April, 1976. The effect of this 
amendment will be that 
machinery or plant installed 
for the purpose of business 
of manufacture or production 
of pesticides will also qualify 
for initial depreciation al¬ 
lowance for the assessement 
yearl976-77 and subsequent 
years. The concession will 
also be available in respect 
of machinery or plant used for 
preparing formulations of pes¬ 
ticides in cases where the basic 
pesticidal chemicals from 
which these formulations are 
prepared are manufactured by 
taxpayer himself. 

(Clause 22) 

22. Deduction iai respect of 


leag-iefln savings through 
specified medin.—Under an 
existing > provision of the 
Income-tax Act, tax relief is 
allowed in respect of long¬ 
term savings effected by cer¬ 
tain categories of taxpayers 
out of their taxable income. 
In the case of an individual 
long-term savings through life 
insurance or deferred annuity 
policies (without cash option 
on the life of the individual) 
his spouse or child; certain 
provident funds and superan¬ 
nuation funds; Unit-linked 
Insurance Plan and 10-Year 
and 15-Year Cummulative 
Time Deposit Accounts qualify 
for tax relief. In the case of 
Hindu undivided families, 
long-term savings effected 
through insurance policies on 
the life of any member of 
the family qualify for tax 
relief. In the case of taxpayer 
being an association of persons 
or body of individuals consist¬ 
ing only of husband and wife 
governed by the system of 
community " of property in 
force in the union territories 
of Dadra and Nagar Haveli 
and Goa, Daman, and Diu, 
long-term savings through 


A 


We make your 
son a lakhier on 
a single deposit of 
Rs. 13,700 only. 
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Is your employer one of the 
1400 go-ahead people in India? 


They are progressive as 
well as shrewd. They know 
that employee morale helps 
to increase production. So 
these 1400 employers have 
introduced the Group 
Insurance Scheme for theit 
men, to keep their morale 
high. The cost is so low 


that it is a real bargain, 
considering the protection 
—and the good will—the 
master policy ensures. 
Group insurance provides 
risk cover during working 
life; the Group Gratuity 
Scheme ensures post- 
retirement security as also 
benefits if the worker’s 
family were to lose him 
when he is in service. 

Some employers introduced 
the schemes bn their own; 


some saw the advantages 
when the schemes were 
explained to them. As a 
progressive employer who 
wants to do his best for the 
employees, why not ask for 
details ? 

For complete information , 
please contact Group and 
Superannuation Schemes 
Dept., L1C of India, 

Clo. Yogakshema, 

Bombay 400 021, 


fife Jnsurauce Coloration of Jndta (w] 
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life insurance or deferred 
annuity policies {without e*sh 
option) on the life of any 
member of such association 
or body or on the life of any 
child of either member, as 
: a lso through the Public Provi¬ 
dent Fund, Unit-linked Insu¬ 
rance Plan and 10-Year and 
15 -Year Cummulative Time 
deposit Accounts qualify for 
tax relief* The tax relief, in 
all cases, is allowed by de¬ 
ducting the whole of the first 
Rs 2,000 of the qualifying 
savings plus 50 per cent of 
the next Rs 3,000 plus 40 
percent of the remainder of 
such savings, in computing 
the taxable income of the 
taxpayer, 

23. With a view to providing 
a further incentive for effecting 
long-term savings, the quantum 

: of the deduction in respect of 
long-term savings is proposed 
: to be increased so as to allow 
| a deduction of the whole of 
ithe first Rs 4,00D of the 
[qualifying savings plus 50 per 
? ient of the next Rs 6,000 
plus 40 per cent of the 
balance. 

24. Changes set forth in the 
preceding paragraphs will take 
effect from 1st April, 1976 and 
will, accordingly, apply for 
the assessment year 1976-77 
' and subsequent years. 

| (Clause 10) 

i 

! Other Tax Concessions 

25. Extension of tax con- 
' cession to the book publishing 
| Industry—Under Section 80QQ 
of the Income-tax Act, any 
person carrying on a business 
of printing and publication of 
books, or only publication of 
books without the activity of 
printing, is entitled to a de¬ 
duction in the computation of 
b>s taxable income in an 
amount equal to 20 per cent 
of the profits from such busi¬ 
ness. The deduction is cur¬ 
rently available for five assess¬ 
ment years ending with the 
assessment year 1975-76. With 
a view to providing continued 
encouragement to this industry 
• ln India, it is proposed to 

: extend this tax concession 
for a further period of 5 assess 


SPECIAL msmwt NUMBER 


mmt years, i.c., up to the 
assessment year 1980-81. 

(Clause 16) 

26* Exemption in retrench¬ 
ment compensation paid to 
workers.— Under the existing 
provisions of the Income-tax 
Act, retrenchment compensa¬ 
tion received by workmen is 
chargeable to income-tax. 
However, in recognition of 
the fact that such compensa¬ 
tion is received over and 
above the normal salary income 
of the year, the Income-tax 
Act provides, for the taxation 
of such compensation on a 
concessional basis. As retrench¬ 
ment compensation is paid to 
workmen to enable them to 
tide over their period of un¬ 
employment, the payment of 
income-tax on such compen¬ 
sation, albeit on concessional 
basis, is likely to add to their 
hardship. With a view to 
removing this hardship, the 
Bill seeks to make a provision 
in the Income-tax Act for the 
exemption of retrenchment 
compensation received by a 
workman under the Industrial 
Disputes Act, 1947 or under 
any other Act or under any 
rule, order or notification 
issued under any law, as also 
retrenchment compensation 
received by a workman under 
any award, contract of service 
or otherwise. The exemption 
under the proposed provision 
will be limited to the amount 
calculated in accordance with 
the provisions of section 
25F (b) of the Industrial 
Disputes Act, 1947, or Rs 
20,000, whichever is less. 

27. Section 25FF of the In-' 
dustriai Disputes Act provides 
for payment of compensation 
to a workman at the lime of 
the transfer (whether by agree¬ 
ment or operation of law) of 
the ownership or the manage¬ 
ment of the undertaking in 
which he is employed, in cer¬ 
tain circumstances. Under 
the provisions of section 
25FFF of that Act, a work¬ 
man is also entitled to receive 
compensation at the time of 
the closing down of the under¬ 
taking in which he is employ¬ 
ed. Compensation received 
by a workman in such cases 


Music is whst a busy place 
makes. 

Small* medium and large 
industries. Hospitals and 
nursing homes. Theatres and 
exhibitions. Dockyards 
and mines. Large buildings 
and shopping centres. 

Mobile health units and 
libraries. Any place where 
power keeps the work going. 
Day after day. Power, no 
power or not enough power. 

For over two years now* our 
diesel genseta have been 
breaking the silence of shut¬ 
down all over the country. With 
reliable power from 1 to 650 
kVA, In a range that covers 


Portable. Outdoor Mobile* 
Remote-controlled and AMF 
Dlaaai Genseta. Erected* 
commissioned and promptly 
serviced by a team of factory - 
trained technicians. Anywhere 
in the country. 

And every addition to our 
range wii) have the advanced 
design features only a well- 
equipped. well-manned R 8 D 
wing can promise. Like the one 
we have at Power Centre* 

If you have a power problem, 
it's time you listened to the 
sweet sound of your own 
power. 

Power Centre can score it 
for you. 





when the pouter lines 
stop humming, 
tern on ear music 

uiith 

power centre 
diesel gensets 


POWER CENTRE PRIVATE LTD . 

160-B. Mount Road.Madras 600 002 
Phone : 812725 Grama: POWERPACK Telex : MS-669 
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(whether under lhe"provisi0ns 
of the aforesaid Act or other¬ 
wise) wiJl also he exempt from 
tax to the same extent as 
compensation received on 
retrenchment, 

28. The proposed provision 
will take effect from 1st 
April, 1976 and will accord¬ 
ingly apply in relation to the 
assessment year 1976-77 and 
subsequent years. 

((Clause 3(b) & 24(2)(a)) 

29. Deduction in respect of 
expenses on higher education 
in certain cases.—With a view 
to providing some tax relief 
to middle class families who 
incur expenditure on higher 
education of their dependant 
children, the Bill seeks to 
make a provision in the In¬ 
come-tax Act for allowing a 
deduction in respect of such 
expenditure. The deduction 
will be allowed only in the 
case of Indian citizens whose 
“gross total income” does not 
exceed Rs 12,000. Where 
the child of the taxpayer is 


studying for a degree or post¬ 
graduate course in medicine 
(including surgery and obste¬ 
trics) architecture, engineering 
or technology* a deduction of 
Rs 1,000 will be allowed in 
computing the taxable income 
of the taxpayer. Where the 
child is studying for a diploma 
course in these subjects or for 
any other degree or post¬ 
graduate course, the taxpayer 
will be allowed a deduction 
of Rs 500. In cases where 
the taxpayer has incurred ex¬ 
penditure on the education of 
more than two children, the 
deduction under the proposed 
provision will be allowed only 
with reference to two such 
children as may be chosen by 
him. 

30. The proposed provision 
will take effect from 1st April 
1976 and will accordingly 
apply in relation to the assess¬ 
ment year 1976-77 and subse¬ 
quent years. 

(Clause 11) 

31. Tax relief in respect of 
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With Best Compliments From * 

ALIND 

THE ALUMINIUM INDUSTRIES LIMITED 

“MECO” House, 11 A/1 Mount Rd. 

Madras- 2 


Grams: AL1NDSALES 

Regd. Office: 

No. I Ceramic Factory 
Road 

Kundara (Kerala) 


Phones: 88986, 88987 
Works : 

Kundara, Mannar, 
Hirkud, Hyderabad 


j> Manufacturers of: 

If *Aluminium Cables & Conductors *Special Steel Wires 
; *Wirc Working Machinery * High Voltage Switchgear 

t Also offer: 

* *Consultancy & Engg. Services for Conductor manufactur- 
J ing units, Steel Wire Plants etc. 
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* rmmerntitw received ftpi a 
foreign employers by Indian 
technicians etc.—At present 
Indian technicians, etc. who 
work for a short period du¬ 
ring a financial year with a 
foreign government or a 
foreign enterprise are liable to 
Indian tax if they remain 
“resident in India” for tax 
purposes in that year, on the 
whole of the remuneration 
received by them from the 
foreign employer, without any 
allowance in respect of ex¬ 
penditure incurred by them 
out of such remuneration for 
meeting higher living cost and 
other essential expenditure in 
foreign countries. To relieve 
this hardship, the Bill seeks 
to make a provision in the 
Income-tax Act for allowing a 
deduction in the computation 
of the taxable income, of 50 
per cent of the remuneration 
received by them from a 
foreign government or a 
foreign enterprise or any asso¬ 
ciation or body established 
outside India. 

In the case of the central 
or state government em¬ 
ployees, this tax conces¬ 
sion will be available in 
cases where the service out¬ 
side India is sponsored by the 
central government and in 
the case of others, the tax 
concession will be available 
only if the person concerned 
is a “technician” and his con¬ 
tract of service with the 
foreign employer is approved 
by the central government or 
by any other authority which 
may be prescribed in this 
behalf. For the purposes of 
this provision, a person will 
be regarded as a “technician” 
if he possesses specialised 
knowledge and experience in 
specified fields or such other 
fields as may be prescribed in 
this behalf, and is employed 
by the foreign employer in a 
capacity in which such speci- 
lised knowledge and experience 
are actually utilised. In 
cases where the Indian depu¬ 
tation ist renders continuous 
service abroad for more than 
thirty-six months, the remu¬ 
neration received by him for 
any period of service after the 
expiry of the said thirty-six 
months, will not qualify for 


deduction the proposed 
provision* ,v, . ^ 

The new provision will take 
effect iVbiti 1st April, 197J 
and will accordingly apply 
relati on to the assessment 
year 1975-76 and subsequent! 
years. 

(Clause 17): 

33. Increase in the ceiling 
limit in respect of house rent all. 
owance exempt from income, 
tax— Section 10(13A) of the 
Income-tax Act exempts from 
income-tax, subject to * 
ceiling limit of Rs 300 per 
month, any allowance speci¬ 
fically granted to an employee; 
by his employer to meet ex¬ 
penditure actually incurred 
on payment of rent for resi¬ 
dential accommodation occu¬ 
pied by the employee. The 
exemption in individual cases 
is restricted to the amount 
calculated in accordance with 
rule 2A of the Income-tax 
Rules. In pursuance of the 
recommendation made by the 
Third Central Pay Commis¬ 
sion, the ceiling limit in res¬ 
pect of house rent allowance 
payable to government em¬ 
ployees has been raised from 
Rs 300 per month to Rs 400 
per month. As a logical co¬ 
rollary to this, the ceiling 
limit of Rs 300 per month 
laid down in section 10(1 3A) 
of the Income-tax Act is pro¬ 
posed to be raised to Rs 
400 per month. 

34. The proposed amendment 
will take effect from 1st April, 
1975 and will accordingly ap¬ 
ply in relation to the assess¬ 
ment year 1975-76 and subse¬ 
quent years. 

(Clause 3(c)) 

3 5. Liberalisation of theexemp* 
tion In respect of the valw 
of travel concession or assis¬ 
tance received by India® 
citizens. —Section 10(5) of the 
Income-tax Act exempts from 
tax the value of any travel; 
concession or assistance recei¬ 
ved by an Indian citizen fro® 
his employer for hhqself, his 
spouse and children in ^ 
nection with his proceeding 
tp any place in India on lca^ 
or after retirement or tcrnru< 
nation of his service. Whcrt 
the person proceeds to W 
home district in . India, the 
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entire amount ww^ed from 
the employer i* *x«mpt from 
, tax. '■ " 

In cases where the per¬ 
son goes to any other place in 
India, the exemption from tax 
is available only to the extent 
of the amount which he would 
have received in connection 
with his proceeding to his 
home district in India. In 
pursuance of the recommenda¬ 
tion made by the Third Cent¬ 
ral Pity Commission, the 
central government has modi¬ 
fied the relevant rules appli¬ 
cable to its employees by 
allowing them to avail, once 
in a block of four years, leave 
travel concession for journeys 
to any place in India. 

As a logical sequel to 
this decision, it is pro¬ 
posed to make a pro¬ 
vision in the Income-tax Act 
empowering the Central Board 
of Direct Taxes to frame rules 
laying down the cases in which 
and the circumstances in 
which the entire amount of 
travel concession or assistance 
received by salaried taxpayers 
for journeys to a place other 
than their home district will 
also be exempted from income 
tax. The intention is that the 
proposed rules will be broadly 
on the lines of the conditions 
laid down by the Central 
Government for the grant of 
leave travel concession to its 
employees. 

36. In pursuance of the re¬ 
commendation made by the 
Third Central Pay Commis¬ 
sion, the central government 
has also enlarged the concept 
of “family” for the purpose of 
the leave travel concession 
: granted to its employees. In 
line with this liberalisation, it 
is proposed to provide that 
the exemption under section 
10(5) of the Income-tax Act 
in respect of the value of the 
travel concession or assistance 
received by an employee will 
also be available in respect of 
journeys performed by the 
parents, brothers and sisters 
of the employee, living with 
and deprodent on him. 

37. The proposed amendment 
will take effect from 1st April- 
1975 and will accordingly 
«pp1y in relation to the assess, 


ment year 1975-76 and subse¬ 
quent yean. 

(Clause 3(a)) 

38. Modification of the provi¬ 
sion relating to the grant of 
development allowance for tea 
industry.-— The tea industry is 
entitled to a deduction, in the 
computation of the taxable 
profits, of a development 
allowance at a specified per¬ 
centage of the actual cost of 
planting or replanting tea 
bushes. 

Under the existing pro¬ 
vision, this tax concession 
is allowed only in respect of 
tea bushes planted on ‘land 
owned by the taxpayer. It 
has been represented that very 
often the land on which tea 
bushes are planted is not 
owned by the taxpayer but is 
held by him as a leaseholder 
in perpetuity from the state 
government. 

As it will not be 
justifiable to deny this tax 
concession on the technical 
consideration that the land on 
which tea bushes have been 
planted is not owned by the 
taxpayer, but is held on lease, 
it is proposed to make a 
retrospective amendment in 
the law from 1st April, 1965 
that is, the date from which 
this tax concession was intro¬ 
duced in the Income-tax Act, 
to secure that a taxpayer who 
carries on the business of 
growing and manufacturing 
tea in India will be entitled 
to claim development allow¬ 
ance even in respect of tea 
bushes planted on land in 
respect of which he holds any 
lease or other right of occu¬ 
pancy. 

39. Under the existing law, 
the tax concession by way of 
development allowance is 
withdrawn, inter alia in cases 
where the land on which tea 
bushes have been planted is 
sold or otherwise transferred 
by the taxpayer within a 
specified period. It is pro¬ 
posed to provide that develop¬ 
ment allowance granted to 
the taxpayer will be similarly 
withdrawn in cases where 
the leasehold or other right of 
occupancy in respect of the 
land on which tea bushes 


K. S. I. D C. 

Readers promotional and financial assistance to large 
and medium scale industries in Kerala. 

Financial: 

Participation in share capital, underwriting of shares, 
granting of medium and long term loans; guaranteeing 
deferred payments, guaranteeing rupee loans etc. 

Promotional: 

Assistance for setting up new projects, obtaining li¬ 
cence, securing foreign technical and financial collabora¬ 
tion, providing assistance for securing infra-structural 
facilities such as land, power, water etc. 
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nickel cadmium cells, paper and pulp, tannery, conveyor 
belt, HDPE sacks, special refractories, rubber threads etc. 

For details. Contact : 

KERALA STATE INDUSTRIAL DEVELOPMENT 
CORPORATION LIMITED., 
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have been planted is trans- 
? ferredby the taxpayer within 
! the specified period, • 

; (Clauses 5 and 2*1(1)) 

OAer Amendments 

4t. Relaxation of provision 
■elating to taxation of capital 
gains on national basis in cer¬ 
tain cases,— Section 52(2) of 
the Income-tax Act provides 
that if, in the opinion of the 
Income-tax Officer, the fair 
market value of a capital 
asset as on the date of its 
transfer exceeds the full value 
of the consideration as declar¬ 
ed by the taxpayer, by an 
amount not less than 15 per 
cent, of such declared consi¬ 
deration, the capital gains in 
respect of such asset shall be 
computed with reference to 
its fair market value. 

This provision has been 
made with a view to countering 
the avoidance or reduction of 
capital gains tax by under¬ 
stating the consideration 


actually received. A doubt 
has been expressed that these 
provisions may apply even in 
cases where the capital asset 
is transferred to the govern¬ 
ment or the consideration for 
the transfer has been deter¬ 
mined' or approved by the 
central government. 

With a view to 
removing uncertainty in 
the matter, the Bill seeks 
to provide that the provisions 
of section 52(2) of the In¬ 
come-tax Act will not apply 
in cases where a capital asset 
is either transferred to the 
government or where the 
consideration for the transfer 
of the capital asset is deter¬ 
mined or approved by the 
central government or the 
Reserve Bank of India, if the 
consideration so determined 
or approved is not questioned 
by the taxpayer, 

41. The proposed amend¬ 
ment will take effect from 
1st April, 1974 and will 
accordingly apply in relation 


MARCH OF KARNATAKA 

Karnataka region, which lay scattered under several administr¬ 
ations. was brought together to form a new State in 1956 and assumed 
the historic name of Karnataka only a year ago. The State is 
endowed with rich natural resources. A number of schemes of 
development have been launched to exploit these resources. 

In the field of agricultural production, the State has been able to 
double its production, particularly in foodgrains. Similarly, sugar 
cane, oil seeds and other ‘agricultural productions have increased. 
Thanks to the numerous irrigation projects taken up, die total 
irrigalionai area has gone up from 74 lakh hectares in 1956-57 to 17 
lakh hectares in 1973-74. 

The State has always been a pioneer in development of power 
resources. Kalinadi Project, one of the biggest in Asia, has recently 
been launched. It would add 910MW by the end of 1978 and double 
the power output of the State. 

In Industry, the State has made noteworthy progress. In 1956, 
only 1,635 factories were working and today, the number has risen to 
4,000. Mysore Silk enjoys international reputation and the State 
produces 80% of Silk in the country. Recent introduction of Bi-Voltinc 
species is going to revolutionise Sericulture Industry in the State. 

Expenditure on Social Service account for 30 % of the total revenue 
of the State. 

In 1956, only 207 hospitals and dispensaries existed- But to-day, 
there are as many as 10,500 hospitals and dispensaries. 

In recent years, Government has set up various Financial Corpora¬ 
tions to obtain and mobilise financial resources to bolster up industries 
by providing technical and administrative know-how in addition to 
finances- 

Those who have still remained below the poverty line, have not 
reaped the fruit of development and progress to the extent they should. 
For achieving this end, it is necessary to undertake effective socio¬ 
economic measures. In this direction, the Slate has already gone ahead- 
Apart from several new measures for the uplift of backward sections of 
the society, the Stale Government has distributed nearly 2,80,000 
house-sites among the weaker sections, of which 90,520 have been 
distributed to Scheduled Castes and Scheduled Tribes. 

The Land Reforms Legislation, as recently amended, opens anew 
oca- In fact, it puts an end to the era of landlordism. 

Issued by ! Director of Information and Publicity 
Govt, of Karnataka. Bangalore. 



to the assessment year $74- 
75 and subsequent years* 

(Clause 9) 

42. Rationalisation of the 




at the appropriate rate at 
which such income is charge¬ 
able to tax on regular assess¬ 
ment. 


provisions relating to deduction 
of tax at source from long¬ 
term capital gains In the case 
of non-residents.— According to 
the rates of tax currently in 
force, income-tax is required 
to be deducted at source at 
the rate of 73.5 per cent in 
respect of capital gains arising 
to foreign companies, i.e.,the 
rate at which foreign com¬ 
panies are required to pay 
tax in respect of their ordi¬ 
nary income. 

Long-term capital gains 
(i.e., gains arising from 
the transfer of a capital 
asset which is held by the 
taxpayer for a period of more 
than sixty months prior to 
the date of transfer) are, how¬ 
ever, chargeable to tax at con¬ 
cessional rates. In the case of 
companies (including foreign 
companies), long-term capital 
gains relating to buildings or 
lands or any rights therein 
are chargeable to tax at the 
rate of 55 per cent. [A lower 
rate of 47 per cent is applied 
in the case of widely-held do¬ 
mestic companies having tax¬ 
able income (other than long¬ 
term capital gains) not ex¬ 
ceeding Rs. 1 lakh.] 

Long-term capital gains 
relating to other assets 
are chargeable to tax at 
the rate of 45 per cent 
in the case of all companies. 
The effect of the existing pro¬ 
visions in the law, therefore, 
is that whereas income tax is 
deducted at source from the 
income by way of long-term 
capital gains arising to foreign 
companies at the rate of 73.5 
per cent, the long-term capi¬ 
tal gains are actually taxed on 
regular assessment ’ at much 
lower rates. This leads to the 
anomalous position that the 
tax collected at source at a 
higher rate is required to be 
refunded on assessment. In 
order to remove this anomaly, 
the Bill seeks to make a pro¬ 
vision in the Income-tax Act 
to the effect that, in the case 
of foreign companies, income- 
tax will be deducted at source 


43. This amendment will 
take effect from 1st April, 
1975. 

(Clause 21) 

44. Curtailment of time limit 
for making an order under sec¬ 
tion 104 levying income-tax on 
undistributed income of certain 
companies.-— Under section 104 
of the Income-tax Act, closely- 
held domestic companies are 
required to distribute an 
amount equal to the “statu¬ 
tory percentage" of their dis¬ 
tributable income as dividends 
within a period of twelve 
months from the end of the 
accounting year. If the distri¬ 
bution of dividends falls short 
of the minimum amount or if 
no dividends are distributed, 
the company becomes liable 
to pay additional income-tax 
at the specified rale on the 
whole of its undistributed in¬ 
come. 

45. Under section 106 of 
the Income-tax Act, an order 
levying additional income-lux 
is required to be made before 
the expiry of four years from 
the end of the relevant assess¬ 
ment year or the expiry of one 

, year from the end of the finan¬ 
cial year in which the assess¬ 
ment for the relevant assess¬ 
ment year is made, whichever 
is later. Under an amendment 
made in the Income-tax Act 
by the Finance Act, 1968, the 
time limit for completion of 
regular assessments now stands 
reduced to two years from 
the end of the relevant assess¬ 
ment year, as against lour 
years previously. In view ri 
this position, the Bill seeks to 
reduce the period of limita¬ 
tion in relation to orders to 
be made under section 104 of 
the Act for the assessment 
year 1975-76 and subsequent 
years, from four years to m 
years from the end of the re¬ 
levant assessment year. 

(Clause 18) 

46. Deduction in respect of 
reserves created or provisions 
made for payment of gratuity 
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16(1>(V> <tf tta Ineoitae-tak 
Act, adccludttoais allowed, in 
computtag the taxable profits 
and gain* of a business or pro¬ 
fession, in respect of any sum 
paid by the taxpayer as an em¬ 
ployer by way of contribution 
towards an approved gratuity 
fund created by him for the 
exclusive benefit of his emp¬ 
loyees under an irrevocable 
trust. 

Further, section 37(1) pro¬ 
vides that any expenditure, 
other than the expenditure of 
the nature described in sec¬ 
tions 30 to 36, laid out or ex¬ 
pended wholly or exclusively 
for the purpose of the busi¬ 
ness or profession will be 
[allowed as deduction in eom- 
Iputing the taxable profits. A 
reading of these two provisions 
clearly shows that the inten¬ 
tion has always been that de¬ 
duction in respect of gratui¬ 
ties should be allowed either 
in the year in which the gra¬ 
tuity is actually paid or 
in the year in which contribu¬ 
tions are made to an approv¬ 
ed gratuity fund. A doubt has 
been expressed that the rele¬ 
vant provisions, as presently 


wovdtti, do opt secure tbe un¬ 
derlying objective and that a 
provision made by a taxpayer 
in his accounts in respect of 
estimated service gratuity pay¬ 
able to employees will be de¬ 
ductible in computing the tax¬ 
able income in a case where 
the provision has been made 
on a scientific basis in the 
form of an actuarial valuation. 
In order to remove uncertainty 
in the matter, it is proposed 
to specifically provide in the 
law that no deduction will be 
allowed, in the computation of 
profits and gains of a business 
or profession, in respect of 
any reserve created or provi¬ 
sion made for the payment 
of gratuity to the employees on 
retirement or on termination 
of employment for any 
reason. 

This restriction will, how- 
evcr,not apply in relation to a 
provision made for the purpose 
of payment of a sum by way 
of contribution towards an 
approved gratuity fund that 
has become payable during the 
relevant account year, or for 
the purpose of meeting actual 
liability in respect of payment 
of gratuity to . the employees 


that has arisen during such 
year- 

47. This amendment will 
take effect retrospectively from 
1st April, 1973 and will, accor¬ 
dingly, apply in relation to 
the assessment year 1973-74 
and subsequent years. 

[Clause 6(a)] 

4$. Taxation of shipping 
profits derived by non-resi¬ 
dents.—Under the existing law, 
taxable profits of foreign ship¬ 
ping enterprises arc determined 
by suitably apportioning their 
global profits between their 
Indian business and foreign 
business or on the basis of 
“voyage accounts”. Difficult 
and complicated issues arise 
in such assessments, particu¬ 
larly in relation to depreciation 
(including unabsorbed depre¬ 
ciation of earlier years), the 
balancing charge/allowance 
and the appointment of over¬ 
head expenses. This makes 
the task of Income-tax Officers 
very onerous and, further, 
there is likely to be a loss of 
revenue due to inability of the 
Income-tax Officers to get all 
the relevant data and evidence 


necessary for examining the 
admissibility of various ex¬ 
penses, 

49 The existing law also 
makes a special provision for 
the levy and recovery of tax 
in the case of any ship, belong¬ 
ing to or chartered by a non¬ 
resident, which carries passen¬ 
gers, livestock, mail or goods 
shipped at a port in India. 
Under this provision, an ad 
hoc assessment is made before 
the ship is allowed to leave the 
Indian port unless the non¬ 
resident shipping concern has 
an agent in India from whom 
the tax would be recoverable. 
For this purpose, one-sixth of 
the amount paid or payable for 
the carriage of passangers, 
livestock mail or goods ship¬ 
ped at an Indian port is re¬ 
garded as taxable income 
which is subjected to tax at 
the rate applicable in the case 
of foreign companies. The 
taxpayer has, however, the 
option to file subsequently a 
return of income and ask for a 
regular assessment to be made 
if his actual income is less than 
the above-mentioned amount 
of one-sixth of the freight, etc. 
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Where tax already paid on the 
basis of an ad hoc assessment 
is found to be more than the 
tax determined on regular as¬ 
sessment, the excess is refund¬ 
ed. 

50. With a view to simp¬ 
lifying and rationalising the 
assessments of non-resident 
shipping enterprises, the Bill 
seeks to provide that in the 
case of a non-resident, the pro¬ 
fits and gains from the busi¬ 
ness of operation of ships will 
be taken at an amount equal 
to 7,5 per cent of the amount 
paid or payable to the tax¬ 
payer or to any other person on 
his behalf, on account of car¬ 
riage of passengers, livestock 
mail or goods shipped at any 
Indian port, as also of the 
amount received, or deemed to 
be received in India on account 
of the carriage of passengers, 
livestock, mail or goods shipped 
at any port outside India. Fur¬ 
ther, for the purpose of mak¬ 
ing an ad hoc assessment be¬ 
fore a ship belonging to or 
chartered by a non-resident is 
allowed to leave an Indian 
port, 7.5 per cent of the 


amount paid or payable to the 
non-resident* or tp any person 
on his behalf, on account of 
carriage of passengers, live¬ 
stock* mail or goods shipped 
at any port in India will be 
regarded as his taxable in¬ 
come. 

The tax on such assessment 
will ordinarily be required to 
be paid before the ship is 
allowed to leave the Indian 
port even in cases where the 
non-resident has an agent in 
India. The existing provision 
that a ship may be allowed to 
leave the Indian port without 
payment of income-tax on the 
basis of an ad hoc assessment, 
if the Collector of Customs, 
or any other officer duly auth¬ 
orised in this behalf, is satisfi¬ 
ed that satisfactory arrange¬ 
ments have been made for the 
payment of tax by the non¬ 
resident* will, however, con¬ 
tinue. 

51. The change proposed 
in respect of regular assess¬ 
ment of non-resident shipping 
enterprises will take effect from 
1st April, 1976 and will, ac¬ 
cordingly, apply in relation to 
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the assessment year 1976-77 
and subsequent years. The 
changes relating to ad hoc as¬ 
sessments before port clea¬ 
rance is granted to ships own¬ 
ed by or chartered by non¬ 
residents will apply with effect 
from 1st June, 1975. 

(Clauses 8 and 19) 

52. Depreciation allowance 
not to be allowed in respect of 
imported motor cars.—Section 
43 (1) of the Income-tax Act 
provides that where the actual 
cost of a motor car to the tax* 
payer exceeds Rs 25,000. the 
excess of the cost over Rs 
25,000 will be ignored for the 
purposes of computing depre¬ 
ciation allowance. This pro- 
vision does not, however, apply 
in respect of a motor car 
which is used in a business of 
running it on hire for tourists. 
The aforesaid provision was 
made by the Finance Act, 1966 
with a view to curbing ostenta¬ 
tious expenditure and discou¬ 
raging the use of motor cars 
of foreign make for the pur¬ 
poses of business or profession. 
With a view to further discou¬ 
raging the use of imported 
motor cars, the Bill seeks to 
make a provision in the law 
to the effect that no deprecia¬ 
tion will be allowed in respect 
of imported motor cars acqui¬ 
red by the taxpayer after 28th 
February, 1975, Simultane¬ 
ously, the monetary ceiling 
limit of Rs 25,000 is being om¬ 
itted so that taxpayers will be 
entitled to depreciation allow¬ 
ance with reference to the full 
cost of indigenously manufac¬ 
tured motor cars. 

53. These amendments 
will take effect from 1st April, 
1975 and will accordingly 
apply in relation to the assess¬ 
ment year 1975-76 and sub¬ 
sequent years. 

(Clauses 4 and 7) 

54. Modification of the pro¬ 
visions relating to deduction of 
income-tax atsource from in¬ 
terest (other than ‘‘Interest on 
securities").—Under section 
194A of the Income-tax Act, 
any person, not being an indi¬ 
vidual or a Hindu undivided 
family, is required to deduct 
income-tax at source from 
any interest (other than "Inte¬ 
rest on securities’* paid or 


credited to any person resident 
m India, where the amount: 
paid or credited at eny mie 
time exceeds Rs 40Q ( ' 1 Tax.' 
payers have been found to 
circumvent these provisions 
by so arranging their affairs; 
that the interest income recei-i 
ved by them at any one time 
does not exceed Rs 400 by 
splitting up the deposits or by 
receiving interest at periodical 
intervals. With a view to 
counteracting attempts at cir¬ 
cumventing the provisions of 
section 194A in this manner, 
the Bill seeks to provide that 
tax will be deducted at source 
from such income where the 
income credited or paid or 
likely to be credited or paid 
to the payee during the finan¬ 
cial year exceeds Rs 400. 

55, The penal provisions 
of the Income-tax Act, includ¬ 
ing the provisions for payment 
of interest, will, however, not 
apply for failure to deduct 
tax in accordance with the 
proposed provision, in relation 
to any interest credited or 
paid before 1st June, 1975. 
where the income so credited 
or paid at any one time does 
not exceed Rs 400. 

56, Under the existing pro¬ 
vision in section 194A, gov¬ 
ernment departments are also 
under the obligation to deduct 
tax at source from the interest 
paid by them to any person. 
One of the objectives under¬ 
lying the provision in section' 
194A of the Income-tax Act 
is to prevent loss of revenue 
arising from the non-disdo-l 
sure of interest income by 
taxpayers in their return of in¬ 
come. This consideration, 
however, does not apply in 
regard to interest paid by the 
central government under the 
provisions of various direct 
taxes enactments because, in 
such cases, the interest pay¬ 
ment is known to the officers 
of the Income-tax Department. 
On the other hand, the re¬ 
quirement of deduction of tax 
at source in such cases re¬ 
sults in unnecessary account¬ 
ing and avoidable extra work. 
It is, therefore, proposed to; 
provide that income-tax will- 
not be required to be deduct-; 
ted at source under section 
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194A from any payments by 
way of interest made by the 
central government under the 
provisions of the specified 
direct taxes enactments. 

57, These amendments take 
effect from 1st April, 1975, 

(Clause 20) 

58. Certain allowances not 
to qualify for exemption under 
section 10(14) of the Income-tax 
Act,— Under section 10(14) of 
the Income-tax Act, any spe¬ 
cial, allowance or benefit (not 
being in the nature of enter¬ 
tainment allowance or other 
perquisite) specifically granted 
to meet expenses wholly, 
necessarily and exclusively in¬ 
curred in the performance of the 
duties of an office or employ¬ 
ment of profit is exempt from 
income-tax, to the extent such 
expenses are actually incurred 
for that purpose. In a recent 
decision in the case of Com¬ 
missioner of Income-tax, Bombay 
v. /). R. Pathak, the Bombay 
High Court has held that Com¬ 
pensatory (City) Allowance 
paid to compensate govern¬ 
ment servants for the extra 
expenditure which they are 
called upon to bear by reason 


of'their posting ala garticblar 
place is exempt .from income- 
tax under section 10(14) of 
the Income-tax Act. The 
decision of the Bombay High 
Court has far-reaching impli¬ 
cations. Compensatory (City) 
Allowance has been charged to 
tax in the assessments of sala¬ 
ried taxpayers made in the 
past. 

If the decision of the 
Bombay High Court is follow¬ 
ed, innumberable assessments 
of salaried taxpayers made 
during the last several years 
would have to be rectified. 
This would generate enormous 
administrative work andWould 
also entail refund of crores of 
rupees paid as income-tax at¬ 
tributable to the Compensatory 
(City) Allowance included in 
computing the taxable income. 
Besides, the ratio decidendi of 
the decision of the Bombay 
High Court could also lead to 
considerable abuse by em¬ 
ployers coliusively describing 
a substantial part of the re¬ 
muneration paid to favoured 
employees as being in the 
nature of compensatory city 
allowance. With a view to 


getting over the difficulty aris¬ 
ing from the interpretation 
placed by. the Bombay High 
Court on- the provisions of 
section 10(14) of the Income- 
tax Act, the Bill seeks to make 
a retrospective amendment in 
the Incomertax Act with effect 
from 1st April, 1962 (i.e„ the 
date from Which that Act came 
into force) to clarify that any 
allowance (other than house 
rent allowance which is exempt 
from income-tax under section 
10(!3A) of the Income-tax Act) 
granted to a person to meet 
his personal expenses at the 
place where his duties are ordi¬ 
narily performed or at the 
place where he ordinarily re¬ 
sides will not be regarded, for 
the purposes of section 10(14) 
of the Act, as a special allow¬ 
ance granted to meet expenses 
wholly, necessarily and exclu¬ 
sively incurred in the perform¬ 
ance of the duties. 

(Clause 3(d)) 

V. PROPOSED AMEND¬ 
MENTS TO THE WEALTH- 
TAX ACT. 

59. Exemption from wealth- 
tax of equity shares of certain 


industrial companies.—With a 
view to encouraging investment 
in new equity issues made try 
certain priority industries, the 
Bill seeks to make a provision 
in the Wealth-tax Act, 1957 for- 
exemption from Wealth-tax Act, 
of the value of equity shares in 
companies established with the 
main object of carrying on the 
business of construction, 
manufacture or production of 
any one or more of the arti¬ 
cles or things specified in the 
list in the Ninth Schedule to 
the Income-tax Act. This 
exemption will be available 
only where such shares form 
part of the initial issue of 
capital made by the company 
after 28th February, 1975. The 
exemption will be available for 
a period of five successive 
assessment years commencing 
from the assessment year next 
following the date of issue of 
such equity shares. 

[Clause 27(a)(iv)&(v) 
und(c)(i)] 

60. Exemption of trees on 
agricultural laud from wealth- 
tax.—Under the existing pro¬ 
visions in the Wealth-tax Act, 
a taxpayer is entitled to exemp- 
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tion in respect of specified 
assets op to an aggregate value 
of Rs 1,50,000. Agricultural 
land owned by a taxpayer is 
included in the categories of 
assets qualifying for this 
exemption, under another 
provision in the Wealth-tax 
Act, growing crops (including 
fruits on trees) on agricultural 
land and grass on such land 
are exempt from wealth-tax 
without any monetary limit. 
As trees standing on agricul¬ 
tural land are not regarded as 
part of the agricultural land, 
the value of such trees is not 
exempt from wealth-tax under 
the aforesaid provisions. The 
conservation of trees is in our 
national interest. With a view 
to preventing indiscriminate 
felling of trees, the Bill seeks 
to make a provision in the 
Wealth-tax Act exempting the 
value of trees standing on 
agricultural land (not being 
trees in any orchard or plan¬ 
tation) from wealth-tax. 

61. The proposed provi¬ 
sion will take effect from 1st 
April, 1976 and will according¬ 
ly apply in relation to the 
assessment year 1976-77 and 
subsequent years. 

[Clause 27(a) (iiY| 

62. Exemption from wealth 
(ax of foreign companies having 
no place of business in India.— 

Under section 3 of the Wealth 
tax Act, wealth-tax is leviable 
on the three categories of 
taxpayers, namely, individual 
1 Hindu undivided families and 
I companies. The levy of wealth 
tax on companies was sus¬ 
pended in 1960 as part of 
the scheme for reform of 
company taxation and has 
not been revived since then. 
Under section 2(h) of the 
Wealth-tax Act, the term 
“ company” has been defined 
to, inter alia, include “a com- 
i pany incorporated outside 
i India which has a place of 
t business in India The effect 
; of the words italicised above 
is that wheras a foreign com¬ 
pany which is carrying on busi¬ 
ness in India* either directly 
or through a branch, is regar¬ 
ded as a “company”, a 
foreign company operating in 
India through a subsidiary or 
otherwise owning shares in an 
, Indian company will not be 


regarded as a company. Fur¬ 
ther in view of certain judicial 
pronouncements to the effect 
that the word “individual” 
does not include only a natural 
person but also includes juri¬ 
dical persons as Weil as group 
of individuals, it is possible 
to urge that foreign companies 
having no place of business in 
India (which do not fall with¬ 
in the definition of the term 
“company”) are liable to pay 
wealth.tax as individuals. 

This would lead to the ano¬ 
malous position that whereas 
foreign companies holding 
shares in Indian companies 
would be liable to pay wealth- 
tax at progressive rates appli¬ 
cable in the case of individuals, 
foreign companies carrying on 
business in India would be 
altogether exempt from wealth 
tax. With a view to removing 
this anomaly, the Bill seeks 
to make a specific provision in 
the Wealth-tax Act to the 
effect that no tax shall be levi¬ 
ed under that Act in respect 
of the net wealth of any com¬ 
pany incorporated outside 
India which lias no place of 
business in India. 

63. The proposed amend¬ 
ment will take effect retros¬ 
pectively from Ut April 1957, 
i.e., the date of commencement 
of the Wealth-tax Act. 

(Clause 28) 

64. Definition of “company” 
under the Wealth* tax Act to be 
brought on par with the defini¬ 
tion under the Ineome-tax Act. 
—At present, the definition 
of the term “company” in 
section 2(h) of the Wealth-tax 
Act differs in certain material 
respect from the definition of 
that term in section 2(17) of 
the Income-tax Act. This 
may give rise to the anomo- 
lous position that a taxable 
entity which is regarded as a 
“company” for the purposes 
of the Income-tax Act may not 
be regarding as a company for 
the purposes of the Wealth-tax 
Act. In order to remove this 
anomaly, the Bill seeks to 
substitute the definition of 
the term “company” in section 
2(h) of the Wealth-tax Act by 
a new definition so as to 
bring the definition brodaly 
in line with the definition of 


the term “company’* in the 
Income-tax Act. 

* 65. The propdMtfmehWr 
raent wilt take effect from 1st 
April, 1975. 

(Clause 25) 

66. Monetary celling limit 
in respect of value of conveyan¬ 
ces exempt from wealth-tax.— 
Under the existing provisions 
of the Wealth-tax Act, the 
value of any conveyance own¬ 
ed by a taxpayer is exempt 
from wealth-tax up to an 
aggregate amount of Rs 
25,000. In view of the in¬ 
crease in the price of indigen¬ 
ously manufactured motor 
cars, the Bill seeks to increase 
this limit to Rs 30,000. 

67. The proposed amend¬ 
ment will take effect from 1st 
April, 1975 and will apply in 
relation to the assessment 
year 1975-76 and subsequent 
years. 

[Clause 27(a) (i)] 

68. Removal of certain 
anomalies in the Wealth-tax 
Act,— Under section 4(l)(a) of 
the Wealth-tax Act, assets 
transferred by an individual 
without adequate considera¬ 


tion to his minor children or 
Spouse or to trustees for the 
immediate or deferred bene** 
fit of his minor children or 
spouse, as also assets transfer* 
red to any other person under 
a revocable transfer, are to 
be included in computing the 
net wealth of the transferor. 
Some of the assets so trans¬ 
ferred by an individual may, 
however, be exempt from 
wealth-tax under specific pro¬ 
visions contained in section 
5 of that Act; as for instance, 
one house or part of a house or 
agriculturalland ‘belonging’to 
the individual. A view has been 
expressed that assets which 
arc required to be included 
in the net wealth of the indi¬ 
vidual under section 4(l)(a) 
of the Wealth-tax Act will not 
be entitled to the benefit of 
the specific exemptions con¬ 
tained in section 5(1) of that 
Act because of the assets so 
transferred can not be regar¬ 
ded as “belonging” to the 
individual. With a view to 
removing this anomaly, the 
Bill seeks to amend section 
4 of the Wealth-tax Act to 
provide that the exemption in 




TIIG ENTERS GOLDEN ERA. 


*TIIC, the premier State Level Development Bank 
of the country, which celebrated its Silver Jubilee 
during 1974, now enters Golden Era, with the gross 
financial assistance sanctioned upto 31st Dec. 1974 
reaching Rs. 100 crores. 

**TIIC grants Foreign Exchange loans under IDA Line 
of Credit upto Rs. 30 lakhs per unit. 

***TIIC now offers assistance to small scale industries/ 
units in backward areas, to technocrats, and to rural 
medical practitioners on concessional terms. 

For details please contact : 


TAMILNA0U INDUSTRIAL INVESTMENT 
CORPORATION LIMITE0 

“Arul Manai” 26, Whites Road, 
MADRAS-600 014, 

or Branches at Thanjavur, Madurai, Coimbatore, 
Salem, Vellore and Tirunelveli 

Managing Director : S.N. PAI 
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respect of/ Specified asse ts 
under section 5 of that Act 
will apply to relation to the 
asse ts transferred by an indi¬ 
vidual to his spouse, minor 
children, etc. as if such assets 
belonged to the transferor. 

69. Exemption in respect 
of certain shares specified in 
section 5(l)(xx) (xxiii) and 
(xxvtii) of the wealth-tax Act 
is available where such shares 
are “held by the assessee'*. 
Section 5(3) of the Wealth-tax 
Act provides that wealth-tax 
shall be payable by the as¬ 
sessee in respect of specified 
assets, which are exempted 
from tax under section 5(1) of 
that Act, unless these assets 
are held by the assessee for 
a period of at least six months 
ending with the relevant valu¬ 
ation date. (In the case of 
shares, the date from 
which the shares were first 
issued may be taken into ac¬ 
count if the period between 
the date of issue and the 
relevant valuation date is 
shorter than six months.) In 
relation to shares of companies, 
the expression ’held by the 
assessee” has been judicially 
interpreted to mean registered 
in the name of the assessee. 
The effect of these words in 
the aforesaid provisions in 
the Wealth-tax Act is that 
investment in certain shares 
and securities would be exempt 
from tax only if they are re¬ 
gistered in the name of the 
assessee and they have stood 
in his name for the requisite 
period specified in section 
5(3) of the Wealth-tax Act. 

70. Shares, securities, etc. 
arc sometimes held by an 
individual, for the sake of 
convenience, in the name of 
his spouse or children or joint¬ 
ly with his spouse and child¬ 
ren. In view of the position 
that these assets are regarded 
as assets belonging to the 
taxpayer and are, therefore, 
included in his net wealth, it 

; is but fair that the value of 
such assets should enjoy exem¬ 
ption under the provisions of 
^ction 5(1) of the Wealth- 
ta * Ac t in the same manner 
and to the same extent as 
assets held in his own name., 
Wit h this ojectiyc in view,. 


the Bill seeks to make certain 
amendments in section 5 of 
the Wealth-tax Act to secure 
that exemption in respect of 
specified categories of assets 
owned by an individual is not 
denied on the technical con¬ 
sideration that these assets 
are not registered or held in 
his own name. 

71. The proposed amend¬ 
ments refered to in para¬ 
graphs 68 to 70 take effect 
from 1st April, 1975 and will 
accordingly apply in relation 
to the assessment yeor 1975- 
76 and subsequent years. 

[Clauses 26 & 27 (a) (iii) 

and (v) and (c) (ii) & (iii)] 

VI. PROPOSED AMEND¬ 
MENTS TO THE GIFT-TAX 
ACT 

72. Special provisions for 
computation of taxable gifts 
not to apply in certain cases.— 
Section 4(l)(a) of the Gift- 
tax Act, 1958 provides that 
where property is transferred, 
otherwise than for adequate 
consideration, the amount by 
which the market value of the 
the property on the date 
of the transfer exceeds 
the value of the consideration 
shall be deemed to be a gift 
made by the transferor. This 
provision has been made in 
the Gift-tax Act with a view 
to countering attempts at 
avoiding gift-tax through the 
device of transfering property 
at a nominal price, instead of 
making a direct gift. A 
doubt has been expressed that 
the deeming provision contai¬ 
ned in section 4(l)(a) of the 
Gift-tax Act may be invoked 
even in cases where the pro¬ 
perty is transferred to the 
government or where the 
consideration for the transfer 
of any property is determined 
or approved by the govern¬ 
ment. Since the levy of gift- 
tax in such cases, by invoking 
the deeming provision men¬ 
tioned above, will be clearly 
unfair and inequitable, the 
Bill seeks to provide that these 
provisions will not apply in 
cases where the property is 
either transferred to the go¬ 
vernment or where the con¬ 
sideration for the transfer of 
the property is determined or 


approve# by the centra 
Government or the Reserve 
Bank oF India. 

73. The proposed amend¬ 
ment takes effect from I st Ap¬ 
ril,1974 and will, accordingly, 
apply in relation to the assess¬ 
ment year 1974-75 and subse¬ 
quent years. 

(Clause 29) 

V1L MISCELLANEOUS 

74. Continuance of deve¬ 
lopment rebate in respect of 
ships for a further period.-' 

Under notification of the 
government of India in the 
ministry of Finance (Depart¬ 
ment of Revenue & Insurance) 
dated 28th May, 1971, issued 
under section 33 (5) of the 
Income-tax Act, the tax conce¬ 
ssion by way of development 
rebate was withdrawn in res¬ 
pect of ships acquired or 
machinery or plant installed 


af^er May3l/#M. Tilts *** . 
concession was,; , however, 
continued for a limited l&itod" 
in certain cases specified iii 
section 16 of the Finance Act* 
1974. This provided for the ; 
continuance of development 
rebate, inter alia, in the case 
of any ship acquired after 
May 31,1974 but before June 
1, 1975, where the contract 
for the purchase of the ship 
had been entered into by the 
taxpayer with the builder or 
owner thereof before Decem¬ 
ber 1, 1973. In view of the 
consideration that the execu¬ 
tion of ship building contracts 
takes considerable time and, 
as such, ships contracted for 
before December 1, 1973 may 
not be ready for delivery be¬ 
fore June 1, 1975, it is pro¬ 
posed to extend the date for 
the acquisition of ships in such 
cases up to December 31, 
1976. 

(Clause 30) 


BHARAT OVERSEAS BANK LIMITED 

Registered Office : 

Oxford House, Mount Road, 
Madras-600 006 


A Scheduled Bank backed by 
Seven Banks. 

Transacts all kinds of banking business 
including foreign exchange. 


Correspondents in principal cities 
' abroad. 
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CUSTOMS 


The proposals include: 

(a) Continuance upto 30.6.1976 of the provision for the levy of auxiliary duties of customs similar to the provision in 
section 19 of the Finance Act, 1974. The effective rates are being maintained at the existing level. Alt the exist, 
ing exemptions in respect of auxiliary duties of customs are also being continued. 

(b) Increase in the exempted rate of additional (countervailing) duty on imported copper and copper alloys. The 
additional revenue expected is Rs 1050 lakhs in a year. 

(c) Withdrawal of the partial exemption from additional (countervailing) duty on imported zinc and subjecting it to 
the full rate of excise duty. The additional revenue expected is Rs 1400 lakhs in a year. 

(d) The additional revenue amounting to Rs 955 lakhs per annum is also expected from additonal (countervailing) 
duties consequent on the changes in Central Excise Duties except in respect of graphite electrodes and anodes and 
articles covered by the new Central Exise Item No. 68, which have been exempted from the whole of the additional 
(countervailing) duty. Details are given below: 


S. No. Item No. in the Import Schedule Brief description of Additional revenue 

to the Indian Tariff Act. goods. expected per annum. 


1. 27(6) 

3 47$ (b)(2) 

4. Various others 


(Rs Lakhs) 


Motor spirit 

70 

Furnace oil 

620 

Synthetic yarn 

160 

105 


955 


2 . 


There will thus be a net increase in customs revenue of Rs 3405 lakhs per annum. AH of this will be from Addi¬ 
tional (countervailing) duties. 

(Clause 31) 


CENTRAL EXCISES 

It is proposed to bring ‘‘hand-made bins'*; “chewing tobacco” and “snuff” under the purview of Central Excises. Through 
executive notification, the levy is confined only to branded bins and branded chewing tobacco. In these industries, the labelling 
or re-labelling and packing or repacking agency may by different from the actual manufacturers. It is therefore necessary io 
exercise licensing control on such re-packers and re-labelling ageneies so that the lawful dues to government could be ’collected. 
With the object in view a new sub-clause (ia) is being added in clause (f) of Section 2 of the Centaal Excises and Salt Act, 1944 
making it clear that the term “manufacture” will include labelling and re-labelling of containers and re-packing from bulk packs 
to retail packs, etc. 

(Clause 33(a)) 


UNION EXCISE DUTIES 


General Notes 



0) 

Percentages indicated under the “Rate of duty” column are “ad valorem ” 

(2) 

Abbreviations : 



B 

— 

Basic duty 


A 


Additional duty of excise inlieu of sales-tax 


AY 


Auxiliary duty 


E 

-- 

Exempted from duty 


NC 

rs 

No change 


DR 

= 

Different rates 


T 

— 

Metric tonne 


Qtl. 

= 

Quintal 


Rs. 

=s 

Rupees 


d 


denier 


sq. m. 

= 

square metre 


kg. 

= 

kilogram 


NOS 


Not otherwise specified 


NES 


Not elsewhere specified 


gms. 

= 

grammes 


NF 


New French 

(3) 

neg. 

Indicators 


Negligible 

* 

= 

Revenue measure 


# 


Rationalisation with revenue significance 


t 


Rationalisation with little or no revenue significance 
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Si. Tariff 
No. item 
No. 

Commodity 

Unit 

Rate of duty (Basic) 

Estimated 
additional 
revenue in 




Existing 

Proposed 

UIlC 1UU 

year 

I 2 

3 

4 

5 

6 

7 

1. *1(D 

#(2) 

A—Changes Proposed by Bill 
Sugar other than Khandsari or Palmyra 

Khandsari sugar 

(30%) 

(74%) 

15% 

371% 

(NC) 

NC 

(Rs. lakhs) 
4985 

(4635 B 350A) 


Infective rates 
0) 


( 2 ) 


Sugar other than Khandsari or Palmyra 

(a) levy sugar 

( b ) non-levy sugar 

Khandsari 

sugar 


[ 7 *%] 
15% 
(5%) 
30% 
(74%) 
15% 
or, (24%) 
Appropriate 
compounded 
levy rates 


NC 

NC 

(NC) 

374% 

(NC) 

NC 

(NC) 

15% 

[2.5%] 


Note 

(4) 

I. 

(5) 


There will be no change in the present duty on levy sugar. 

2. It is proposed to withdraw the compounded levy scheme of duty collection hitherto available to Khandsari manu¬ 
facturers. 

3. As in the case of Free Sale Sugar Tariff values are being fixed for Khandsari sugar also. 

:—Figures in double brackets in the Rate Columns indicate the rates of Additional excise duty in lieu of sales-tax. 

[SI. No. (i) of Part I of the Second Schedule.] 


( 6 ) 

( 8 ) 

Effective rates 

(5) 


Tobacco 
Unmanufactured tobacco— 

If other than flue-cured and not actually used for the Kg. 
manufacture of (a) cigarettes, (b) smoking mixtures 
for pipes and cigarettes (c) biris. 

If other than flue-cured and N.O.S. Kg. 


Stalks Kg. 


above Kg. 


B Rs. 3.00 

NC 

A [Re 0.50] 

[NC] 

AY[20%] 

[NC] 

BRs. 4.00 

NC 

A [Re. 0.75] 

[NC] 

AY [20%] 

[NC] 

B Re. 0.50 

Rs. 1.90 

A [Re. 0.10] 

[NC] 

AY [20%] 

[NC] 

BRs. 2.50 

NC 

A [Re. 0.50] 

[NC] 

AY [10% of 

fE] 

[effective Basic 


dity] 


BRs. 3.50 

Rs. 2.25 

A [Re. 0.75] 

[NC] 

AY [10% of 

[E] 

effective Basic 


duty] 


B Re. 0.50 

Rs. 1.90 


(—) 334 B 
[(-) 491 AY] 


(R$. lakhs) 


(6) above Kg. 


(S) above Kg. 

A [Re. 0.10] [NC] 

AY [10% of [E] 

effective Basic duty] 

Tobacdo Excise Tariff Committee has recommended a uniform rate of duty for all varieties of non-flue-cured tobacco 
(other than that used for the manufacture of cigarettes). They have also suggested a lower rate for stalks vis-a-vis the uniform 
rate recommended for all non flue-cured tobacco other than that for cigarettes. A further levy on branded biris and branded 
chewing tobacco and snuff has also been recommended. In pursuance of these recommendations, rates of duty on such tobacco 
are readjusted. With regard to further levy on biris, chewing tobacco and snuff, see notes under “Manufactured tobacco” 
4 II (3), (5) and (6). 

Nora <I) Effective rates of Basic, Auxiliary and Additional duties will be Rs. 2.50, nil and Re. 0.50 per kg. respectively 
for dust of other than flue-cured tobacco of prescribed specifications, Rs. 2.50, Re. 0.25 and Re. 0.50 per kg. 
respectively for dust and stems of flue-cured tobacco of prescribed specifications. 

(2) Loss of revenue under ‘AY’ has been taken into account under Part “B”. 

[SI. No, (ii) of Part I of the Second Schedule] 
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u K/frg/ien/qn djatm 


i 


;j, : (j .: ■■ 

i -‘-pi-p-.'-“| l ri''i nil 'j)i 


(Rs. lakhj) 

KL Rs. 2000/- Rs. 2100/- I WO 

[SI. No. (iii) of Part I of the Second Schedule) - 
20% 25% 375 B "* 

[75 AY] 

(0 Pigment Dye-stuffs so far exempted will also pay duty at the revised tariff rate. 


3. * 6 

4. * 14D 

Note : 


Motor Spirit 

Synthetic Organic Dye-stuffs 


5. * 14F 
Effective rates 


(ii) The present effective rate of Auxiliary duty of excise which is 20% of effective Basic duty of excise continues 
unchanged. 

(//) Additional revenue under ‘AY’ which is consequential to the change in the rate of Basic duty of excise has been 
taken into account under Part ‘B’. 

[SI. No. (iv) of Part I of the Second Schedule] 

Cosmetics & Toilet preparations 30% 40% 230 B 

[115 AY] 


(a) Perfumed hair oils (sold in unit containers) 12% NC 

(h) Shampoos whether or not containing soap 

or detergents 24% 40% 

Note (/) The present effective rate of Auxiliary duty of excise which is 50% of effective Basic duty of excise continues un¬ 
changed. The exemption to small scale sector manufacturing Cosmetics & Toilet preparations also remains 
unchanged. 

(ii) Additional revenue under ‘AY' which is consequential to the change in the rate of Basic duty of excise has been 
taken into account under Part “B'\ 

[SI. No. (v) of Part 1 of the Second Schedule] 

6. # 16 Tyres DR NC 200 

Description of the Item has been amended to include “tyre flap” so as to subject it to excise duty at appropriate rates 
depending on the type of ‘tyre’ for which it is used. 

[SI. No. (vi) of Part I of the Second Schedule] 


more people come to UNION BANK... 


...became 

UNION BANK 


more to offer! 


Union Bank has grown incredibly since 
nationalisation. And it is growing still. 

Union Bank was the first to have 
introduced a 3-tier interest rate 
structure to offer cheaper credit to 
small farmers and to smaJler/new 
borrowers in the small-scale industry. 

From June 1969 to December 1974 
the number of farmers assisted rose 
from 6543 to 81263 and borrowers in 
the small-scale industry from 1632 
to 10796. 

Besides, as of today, around 
Rs. 110 lacs have been disbursed to 
very small borrowers at the 
concessional rate of 4%. 


PRO 

F 1 L 

E 

„ 


June December 
1969 1974 

Increase 

1. Branches No. 

— (Of which Rural Cr 

240 

644 

404 

Semi-Urban) 

(98) 

(392) 

365.13 

(294) 

2. Deposits (Rs. crores)* 

124.22 

240.91 

3. Advances (Rs. crores)* 

74.13 

274.32 

200.19 

— Of which to 




A. Priority Sectors 
(Rs. crores)* 

21.79 

138.14 

118.38 

i) Exports 

15.41 

36.47 

.21.06 j 

i») Other Priority b 

\ 


• 95 - 2 ? 

Neglected Sectors 

4. % Share In Total 

6.38 

101.67 

Advances (3A :3) 




Priority Sectors 

29.39 

60.36 


i) Exports 

20.79 

13.29 


ii) Other Priority b 


37.06 


Neglected Sectors 
* As of last Friday 

8.60 




UNION BANK OF INDIA 

(A taovernment of India Undertaking) 
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3 


4 


5 


6 


7 


17 Paper and paper boards 735 jj 

1245 AY! ' 

(3) Printing and writing paper, packing and wrapping Kg. Re. 0.60 Re. 0.90 

paper, straw-board and pulp-board, etc. 

(4) All other kinds of paper and paper boards N.O.S. Kg. Rs. 1.20 NC 1 

The present effective rates on printing and writing papers, mill-boards and straw boards and corrugated boards remain 
unchanged. 

2. It is also proposed to step up the present effective dul} on solid fibre boards falling under sub-item (4) of this item 
from Re. 0.50 to Re. 0.65 per kg. 

Note (/) The present effective rale of Auxiliary duty of excise which is 33J% of effective Basic duty of excise, wherever 
applicable, continues unchanged. 

(//) Additional revenue under ‘AY’ which is consequential to the change in the rate of Basic duty of excise has been 
taken into account under Pari “B”. 

[SI. No. (vii) of Part I of the Second Schedule] 

18A Cotton twist, yarn and thread, all sorts— 1210 

(1) of counts 29 or more Kg. Rs. 5.00 Rs. 10.00 

(2) of counts less than 29 Kg. Re. 1.00 Rs. 4.00 


;ffect?ve rates 

I. No. 


Cotton twist, yarn and thread, all sorts— 

(1) of counts 29 or more 

(2) of counts less than 29 

Description 

Cotton twist, yarn or thread [other than plain 
(straight) reel hank yarn, and yarn used for weaving 
by composite mills] 


Rs. 5.00 
Re. 1.00 


(Rs. per Kg.) 


of or more counts 

84 

Less than 

3.75 

5.00 

69 

84 

3.40 

4,50 

51 

69 

3.15 

4.25 

40 

51 

2.85 

3.85 

34 

40 

1.25 

1.70 

29 

34 

1.10 

1.50 

22 

29 

0.60 

NC 

14 

22 

0.20 

NC 

— 

14 

0.J0 

NC 


(Rs. lakhs) 

2. Yarn used in making cotton fabrics by composite 
mills working under special procedure 

(Paisc per sq. m.) 

(/) Yarn used in making cotton fabrics falling under 

sub-item J(l) of Item No. 19 5.00 NC 

(//) Yarn used in making superfine fabrics 30.00 40.00 

(i7/) Yarn used in making the fine fabrics 20.00 27.00 

3. Cotton yarn contained in fonts arising out of .cotton (Rs. per kg.) 

fabrics produced.by factories working.under special 

procedure. 

(/) Cotton yarn contained in fents of fabrics falling 

under sub-item 1(1) of Item No. 19 0.30 NC 

(it) Cotton yarn contained in fents of superfine fabrics 4.00 5.40 

(Hi) Cotton yarn contained in fents of fine fabrics 1.40 1.90 

4. Cotton twist, yarn and thread used for weaving of 
cotton fabrics by composite mills working under nor¬ 
mal procedure 

, of 29 or more counts but less than 34 counts 2.00 3.00 

There will be no change in the present rates of duty on straight reel hank yarn, generally consumed by handloom sector 
and also in duty on yarn of less than 29 counts (NF) generally going into the manufacture of medium-A, medium-B and coarse 
fabrics* 

{SI. No. (viii) of Part I of the Second Schedule] 
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23 

Note 


Cement 


10. * 23 A 


30% 35% 1450 B 

{145 AY] 

(/) The present elective rate of auxiliary duty of excise which is 10% of effective Basic duty of excise.continues 
unchanged. 

(//) Additional revenue under “AY” which is consequential to the change in the rate of Basic duty of excise has 
already been taken into account under Part “B”, 

[SI* No. (ix) of Part I of the Second Schedule]. 

Glass and glassware 180 

(1) sheet glass and plate glass 25% 30% 

(2) laboratory glassware 10% NC 

(3) glass shells, glass globes, etc. 10% 15% 

(4) other glassware including table-ware 25% 30% 

There is no change in the existing concessional rate of duty of 5% on laboratory glassware. 

[SI. No. (x) of Part l of the Second Schedule] 

* 23 B Chinaware and porcelain ware, all sorts 190 

(1) Tableware 25% 30% 

(2) Sanitaryware 30% 40% 

(3) Glazed tiles 30% 40% 

(4) N.O.S. 20% 25% 

Effective rates 


11 


12 . 


<0 

Sanitaryware 

30% 

35% 

(2) 

Glazed tiles 

30% 

35% 

(3) 

Electrical insulators made of porcelain 

10% 

15% 


Notf, :—The existing criteria of concession to small manufacturers of chinaware and porcelainware has been suitably modi¬ 
fied so as to facilitate natural healthy growth of the industry and to improve revenue collection. This change comes 
into force with effect from 1st of April, 1975. * 

[SI. No. (xi) of Part i of the Second Schedule] 

t 26AA Iron or Steel Products 

An explanation is being inserted under this item to define® ‘skelp’ with regard to Iron or Steel products. It has no revenue 
significance. 

(@ See also p. 577, see B-l ) [SI. No. (xii) of Part I of the Second Schedule] 


HEXT ike winner ! 
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13. * 27 Aluminium 


(a) (i) In any crude form including ingots, bars, etc* 


(») Wire bars, wire rods and castings, etc. 


{b) Manufactures, namely plates, sheets, etc. 


(c) Foils, etc. 


( d ) Pipes and tubes, other than extruded pipes and 
tubes 

(e) Extruded shapes and sections including extruded 
pipes and tubes 

( f) Containers made of aluminium 

Effective rates 

(a) (/) above— 

(1) electrical conductor grade 

(2) Others 


(it) above— 

(1) electrical conductor grade 

(2) Others 


( b ) above 

(1) Circles of thickness of and above 0.56 mm 
but not above 1.22 mm (generally used for 
utensils) 

(2) Others 


(c) above 

(d) above 

(1) aluminium pipes of specified dimensions for 
agricultural irrigation purposes 

(2) Others 

(e) above— 

(1) aluminium pipes of specified dimensions for 
agricultural irrigation purposes 

(2) Others 


wm NUMBER 




(R$. lakhs) 
1125 B 
[375 AY] 

30% 

30% plus 

Rs, 2,000/- 
per tonne. 

30% 

30% plus 

Rs. 2,000/- 
per tonne. 


30% 

30% plus 

Rs. 2.000/- 
per tonne. 


30% 

30% plus 

Rs. 2,000/- 
per tonne. 


30% 

30% plus 

Rs. 2,000/- 
per tonne. 


30% 

30% plus 

Rs. 2,000/- 
per tonne. 


30% 

30% plus 

Rs. 2,000/- 
per tonne. 


o o 

ro f'i 

NC 


30% plus 

Rs. 1,500 
per tonne. 


30% 

NC 


U 

o 

vC 

C 

30% plus 

Rs 1,500/- 
per tonne. 


21% 

21% plus 

Rs. 1,500/- 
per tonne. 


30% 

30% plus 

Rs. 1,500/- 
per tonne. 


24% 

24% plus 

Rs. 1,500/- 

pet tonne. 


12% 

12% plus 

Rs. 1,500/- 
per tonne. 


30% 

30% plus 

Rs. 1,500/- 
per tonne. 


12% 

120% plus 
. Rs. 1,500/- 

per tonne. 


30% 

30% plus 

Rs. 1,500/- 
per tonne. 
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1 


2 


3 


4 


5 


(f) above 30% 30% plus 

Rs. 1,500/- 
per tonne. 

Note :— (») The present effective rate of auxiliary duty of excise which is 33J % of effective basic duty of excise continues 
unchanged. 

(//) Additional revenue under ‘AY’ which is consequential to the change in the rates of basic duty of excise has 
been taken into account under Part ‘fi’. 

This measure is intended to act as a restraint on the production of commercial grade aluminium and an indirect 
encouragement to the production of electrical conductor grade aluminium. 

[SI. No. (xiii) of Part I of the Second Schedule] 

360 


14. * 29A Refrigerating and air conditioning appliances etc. 



and parts thereof. 

(1) Refrigerators and refrigerating appliances, etc. 

75% 

NC 

(2) Air conditioners and air conditioning appliances etc. 

(3) Parts of refrigerating and air conditioning 

75% 

100% 

appliances and machinery, ail sorts. 

100% 

125% 


Notes :—(<) The present effective rates for domestic refrigerators and other refrigerating appliances and machinery remain 
unaffected. 

(ii) The present concessional rate for evaporative type of coolers and that available to air-conditioners for use in 
hospitals run by the Central or State Governments, a local authority or a public charitable institution, remain 
unchanged. 

(iii) The present concessional rates on parts of refrigerating and air-conditioning machinery (a) for cold storage 
plants, (b) for hospitals run by the Central or State Governments, a local authority or a public charitable ins¬ 
titution and (c) factory establishments, remain unchanged. 

[SI. No. (xiv) of Part I of the Second Schedule] 


15. * 33. 


Effective rates 


Electric fans 

(1) Table, Cabin, etc. 

(2) Those designed for use in an industrial system, etc. 

(3) N.O.S. (i.e. ceiling fan, etc.) 

(1) Table, Cabin, etc. 

(2) Those designed for use in an industrial system, etc. 

(3) N.O.S. 


150 


10% 

15% 

15% 

NC 

15% 

20% 

7.2% 

10% 

12% 

NC 

12% 

10 /0 

[SI. No. (xv) 

of Part 1 c 


16. * 33 B. 


(Rs. lakhs) 
280 


15% 

10 % 


171 % 
NC 


Electric wires and cables. 

(i) Insulated wires and cables of copper, aluminium 
or other metals and alloys, whether sheathed or 
unsheathed (of specified core sections are), etc. 

(/i) Others 

It is also proposed to raise the present effective rates of duty on winding wires and cables classified under sub-item (i) 
by 5% ad valorem. The present concessional rate of 12% applicable to the produce of industrial units where capital investment 
does not exceed the prescribed limit, is proposed to be raised to 14.5%. 

2. There will be no change in the present duty on telecommunication wires and cables falling under sub-item (i). 

3. The duty on wires and cables falling under sub-item (ii) of this item which includes AAC and ACS£ cables also re¬ 
mains unaffected. 


17. * 48 


18. 


# u 


Safes, strong boxes, etc. 
Manufactured tobacco— 
(3) (i) Machine made bins 
(3) (ii) Other biris 


[SI. No. (xvi) of Part I of the Second Schedule] 
10% 20% 60 
[SI. No. (xvii) of Part I of the Second Schedule] 

2906 


per 1000 
per 1000 


B Rs. 3.00 
A [Re. 0.60] 
B NIL 
A [NIL] 

B. NIL 
B. NIL 


Rs. 3.80 
[Re. 0.80] 
Re. 0.80 
[Re. 0.20] 
10 % 
10 % . 


[2210 B 
480 A) 


■) 


Note 


(5) Chewing tobaco 

(6) Snuff 

~ (i) This measure is in pursuance of a suggestion made by the Tobacco Excise Tariff Committee.'' 

(ii) Under, 3(ii) above only “branded” hand-made biris will pay duty. 

(iii) Only “branded” chewing tobacco will pay duty. Where the value of such chewing tobacco does not exceed 
Rs. 10/-per Kg., it will pay duty at lower rate of 5%. 

[SI. No. (i) of Part II of the Second Schedule and 
entry in the Third Schedule]. 
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] 9 . #18 Rayon and synthetic fibre and yarn including textured 

■ yam, etc. 

(/) fibres and yarn, other than textured yarn 
(//) Textured yarn 


Kg. 

Kg. 


Effective rates 
SI. No. 
i. (0 


Description 

Yarn spun wholly out of synethelic staple fibre of 
celluiosic origin, or Yarn spun out of staple fibre 
aforesaid and cotton only, provided that the cotton 
content of the yarn does not exceed 10 per cent of 
its weight. 


(ii) 


2. (a) Yarn spun wholly out of synthetic staple fibre of 

non-cellulosic origin, other than aervlic fibre, 
or 

(b) partly out of the staple fibre aforesaid and partly 
any other fibre or fibres (including acrylic fibre) 
provided that the natural fibre content, if any, 
of the yarn does not exceed 10 per cent of its 
weight—If the non-cellulosic fibre content of its 
is— 

(/) 50 per cent or more 
(ii) less than 50 per cent but not less than 25 
per cent 

(Hi) less than 25 per cent but more than 10 per cent 
(iv) 10 per cent, or less 

3. Yam spun either wholly out of acrylic fibre or partly 
of such fibre and partly or any natural fibre, the 
natural fibre content of such yarn being not more than 
10 %— 

(1) manufactured on worsted system— 


( 2 ) 


4940 


::P 


Rs. 60.00 


Rs. 85.00 
The duty for the 
time being 
leviable on the 
base yarn, if not 
already paid, plus 
rupees twenty per 
Kg. 


(Rs. per kg.) 


of or more 
counts 

84 

Less than 

2.50 

4.00 

69 

84 

2.00 

3.20 

51 

69 

1.75 

2.80 

40 

51 

1.50 

2,40 

34 

40 

1.00 

1.60 

29 

34 

0.90 

1.45 

22 

29 

0.40 

0.65 

14 

22 

0.20 

0.30 

.... 

14 

0.10 

0.15 

Yurn spun out of staple fibre aforesaid and any 
natural fibre other than cotton, provided that the 
natural fibre content of the yarn does not exceed 10 
per cent of its weight. 

7.50 

12.00 


15.00 

12.00 

10.00 

7.50 


24.00 

19.20 

16.00 

12.00 


(a) hand-knitting 

7.00 

11.20 

(b) others— 

(/) of 40 counts and above 

14.00 

22.40 

(ii) of above 20 counts but below 40 counts 

8.00 

, 12.80 

(iii) of 20 counts and below 

4.00 

6.40 

manufactured onotber systems— 

(0 of 40 counts and above 

8.00 

12.80 

(ii) of above 20 counts but below'40 counts 

5.00 

8.00 

(Hi) of 20 counts and below 

3.00 

4.80 
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INDIANOIL 

SERVICE TO 

SERVICES 



India's Defence Services, no doubt are our valued 
customers. But we do not look at it that way. As a 
leading public enterprise, we deem it our prime 
responsibility and our duty to rally round the 
Services and help keep round-the-clock vigil 
across the national frontiers. 
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Army, Navy or Air Force—Indianoil is there to 
meet all the requirements of petroleum products 
conforming to correct specifications wherever 
they are needed. 

The recent Indo-Pakistan hostilities posed a 
challenge to provide the logistic support. 
Indianoilmen accepted the challenge and met it 
squarely, irrespective of the odds, risks and costs, 
thus earning the nation's gratitude for their 
efforts in war and no less in times of peace. 
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4. Staple fibre and tew— 

(/) of cellulosic origin 

(//) of non-cellulosic origin— 

(а) acrylic fibre 

(б) polyester fibre 
(<?) others’®'* 

♦♦Nylon staple fibres falling under this Item shall be 
exempted from so much of the duty as is in excess of 
Rs. 6 per kg. upto and inclusive of 1-1-1976. 

5. Rayon and synthetic yarn consisting entirely of 
cellulosic derivatives or regenerated cellulose or both - 


' 5 " ' ■ '6; 1 

1.50 

NC 

6.00 

NC 

40.00 

NC 

30.00 

NC 


Acetate yarn— 
of and above 

below 

— 

75 d 

75 d 

100 d 

100 d 

120 d 

120 d 

150 d 

150 d 

350 d 

350 d but not 



above 1100 d 
above 1100 d 


(b) Others 


of and above 

below 

75 d 

100 d 

120 d 

150 d 

350 d but not above 
above 1100 d 

75 d 
100 d 
120 d 
150 d 
350 d 
1100 d 

Other synthetic yarn- 


fa) Man-made metallic yarn 
of and above 

below 

30 d 

75 d 

100 d but not 

above 750 d 
above 750 d 

30 d 
75 d 
100 d 

(6) Polyamide (nylon) yarn— 
of and above 

below 

35 d 

80 d 

110 d 

150 d but not 

above 750 d 
above 750 d 

35 d 
80 d 
110 d 
150 d 

(c) Polyester yarn— 
of and above 

below 

30d 

75 d 

100 d but not 

above 750 d 
above 750 d 

30 d 
75 d 
100 d 


(Rs. per kg.) 


10.35 14.50 

7.80 10.90 

5.80 8.10 

4.00 5.60 

370 5.20 


3.05 4.25 

2.55 NO 


14.25 

9.25 
6.60 

5.50 
4.70 
3.15 

2.50 


19.95 

12.95 
9.25 
7.70 
6.60 
4.40 
NC 


40.00 56.00 
35.00 49.00 
25.00 35.00 

20.00 28.00 
5.00 NC 


(Rs. per kg.) 


42.00 

58.80 

37.00 

51.80 

32.00 

44.80 

27.00 

37.80 

14.00 

19.60 

6.50 

NC 


55.00 

77.00 

50.00 

• 70.00 

45.00 

63.00 

35.00 

49.00 

15.00 

NC 


pecial budget number 
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375 



1 


2 


3 





4 



(rf) Others— 


of and above below 



30 d 

40.00 

56.00 

30 d 

75 d 

35.00 

49.00 

75 d 

ICO d 

25.00 

35.00 

100 d but not 

above 750 d 


20.00 

28.50 

iibjve 750 d 


5.00 

NC 


Non : There is no change in the present concessional rates of duty for godet waste or for nylon yarn for use in the manu¬ 
facture of fishing nets or parachute cords. 

A substantial part of the excise duty now payable on artsilk fabrics falling under Tariff Item No. 22 is being transferred 
to yarns falling under this item. [See notes under SI. No. 9 in Part-C.] 

[SI. No. (ii) of Purl li of the Second Schedule] 

20 t 33A Wireless receiving sets, all sorts and combination sets, — 


etc. 


(1) Broadcast television receiver sets 

(2) Radios including transistor sets 

(3) Radiograms including radio or transistor sets 
with extra space in cabinet for fitting in record 
players or record changers 

(4) Others 



20% 

NC 

Per set 

Rs. 300 

NC 

Per set 

Rs. 300 

NC 


D.R. 

30% 


Tarifl'description has been amended as a measure of rationalisation. It has very little revenue significance. 

[SI. No. (ii!) of Part II of the Second Schedule] 


21. 143 Wool tops Kg. Rs. 5.00 Rs. 10.00 — 

Effective rate Kg. Rs. 5.00 NC 

It is proposed to keep adequate cushion in the duty on wool tops for any future transfer of a part or whole of the duty 
leviable on woollen yarn to the wool top stage by notification. This will ensure better revenue collection. This proposal 
has no immediate revenue significance as there is no change in the present effective duty on wool tops. 


2. The amendment of tariff description is of a clarificatory nature and has little revenue significance. 

(SL No. (iv) of Part II of the Second Schedule] < 


22. * 67 Graphite electrodes and anodes, all sorts 

Its is a new levy 

* 68 All other goods, not elsewhere specified (with a few 

exclusions) manufactured in a factory as defined in 


15% 

150 

the Factories Act, 1948. 

It is a new levy 


1% 

2400 

(Rs. lnklisl 


2. By executive notification, this levy will be confined to goods produced only in factories which employ more than 49 
workers in the case of power operated factories, and more than 99 workers in the case of non-power operated factories. 

3. It is also proposed to exempt the following ilems/commodities from this levy— 

(a) electric light and power; 

(/>) all kinds of food products and food preparations. (However, the preparations and products falling under Tariff 
Items Nos. 1B and 1C will continue to pay the present duty under the said Tariff Items); 

(c) goods produced by factories belonging to the Central Government for departmental purposes; 

U1) goods produced by the State Governments for purposes declared by law to be incidental to the ordinary func¬ 
tions of Government; and 

(e) intermediate products or component parts produced in a factory and consumed within the same factory. 

[SI. No. (v) of Part II of the Second Schedule] 


B—Auxiliary Duties of Excise 


Estimated additional revenue Rs 534 lakhs 

Under Clause 34 of the f inance Bll, 1975, the provision for levy of Auxiliary duty of excise on all excisable goods mentioned 
in Central Excise Tariff Schedule at an amount equal to 20% of the value ol the goods, is being continued. 

2, There is no change in the present list of commodities effectively subjected to Auxiliary duty of excise and in the existing 
effective rates of Auxiliary duty of excise thereon except that unmanufactured tobacco covered under sub-items 1(5), 1(6) and 1(8) of 
Tariff Item No. 4 will be exempted from this levy. However, on account of changes in the Basic, duty of excise on cigarettes, smok¬ 
ing mixtures for pipes and cigarettes, synthetic organic dyestuffs, cosmetics and toilet preparations, paper and paper Boards, cement 
and aluminium, consequential accruals under Auxiliary duty of excise have been taken into account under this head. The break-up 
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3 


4 


5 


7 


1 


2 


6 


if the total accrual of Rs 534 lakhs from Auxiliary duty is shown separately elsewhere against the respective commodities in square 
riickets. All other excisable commodities continue to be exempted from the levy of Auxiliary duty through notification. 

Bl—Special Provision as to Duties of Excise on Skelp 

Duty on “Iron or Steel products” which inter alia included ‘Strips, all sorts’ was imposed for the first time with effect front 
4-4-1962 under item 26AA of the First Schedule to the Central Excises and Salt Act, 1944. “Skelp”, a special type of ‘Hot Rolled 
;trip\ was by notification(s) subjected to an effective rate of duty different from that on other types of stripes also 
ffcctive from 24-4-1962. With effect from 1-3-1964, ‘Skelp’ is being expressly mentioned in the said tariff item. However, the rate 
duty on skelp, by notifications issued from time to time since 1-3-1964, has been always higher than that on other hot rolled strips, 
n the absence of any definition of ‘Skelp’ in the statute, the collection of duty on skelp at higher rales than on other hot rolled strips 
m disputed by a manufacturer on the ground that the two terms skelp and strips were practically synonymous. The Supreme Court 
n their judgment dated 31st day of January 1975 in Civil Appeal No. 1527 of 1974 (Union of India and other Vs. the Tata Iron and 
jteel Co. Ltd.) upheld the contention of the manufacturer, and observed: 

“Since the duties on Strip and Skelp are not the same, it is absolutely necessary to define the word skelp so that there 
can be no doubt or confusion in the mind of cither of the taxing authority or of the tax payer with regard to the tax liability 
qua skelp as opposed to strip.” 

b all along the legislative intent has been to differentiate in respect of levy, assessment and collection of duties between skelp and 
trip, art explanation is being added to the aforesaid item 26AA so as to define‘Skelp’retrospectively from 24-4-1962 in order to vaii- 
late the levy, assessment or collection of duties already made from that date onwards. Provision is also being made for reopening 
he past assessments, wherever necessary, for collecting duty on ‘Skelp’ at the appropriate rates effective from time to time. 

[Clause 37) 


G—Changes Proposed by Notifications 


I. # 3(1) Tea, all varieties except package tea and instant tea 

Kg. 

Rs. 2.00 

NC 

340 

Effective rates 

Zone 1 

Kg. 

Re. 0.25 

Re. 0.40 


Zone II 

Kg. 

Re. 0.50 

Re. 0.60 


Zone III 

Kg. 

Rs. 1.50 

Rs. 1.40 


Zone IV 

Kg. 

Re. 1.00 

Rs. 1.10 


Zone V 

Kg. 

Rs. 1.15 

Rs. 1.30 


,f Along with the above changes in duty, it is simultaneously proposed, as 
or rebate of excise duty on teas exported, from 75 paise to 85 paise per kg. 

an export promotion measure, to raise the upper limit 

M 

2. Loose green tea will continue to pay the present excise duty. 

2.* 411(2) Cigarettes 


250% 

NC 

750 B 
{70 AY) 

Effective rates 

(i) Cigarettes of which the value per 1000 does not 

exceed Rs. 10/- 
(ii) Others 


85% 

85% 

plus 3% for 
every additional 
rupee or part 
thereof in excess 
of a value of 
rupees 10 per 
1000 cigarettes. 

90% 

90% 

plus 3% for 
efery additional 
rupee or part 
thereof in excess 
of a value of 
rupees 10 per 

100 cigarettes. 



Note :— (i) There is no change in the present effective rates of Additional duty of excise. 

(//) The present effective rate of Auxiliary duty of excise which is 10% of effective Basic duty of excise continues 
unchanged. 

(i Hi ) Additional revenue under “AY” which is consequential to the changes in the rates of Basic duty of excise has 
already been taken into account under Part ‘B’ 


!•* 411(4) Smoking Mixtures for pipes and cigarettes 

200% 

cc 

3 B 



[neg. AY] 

Effective rates 

150% 

155% 



4 

Note :— (i) There is no change in the present effective rate of Additional duty of excise. 

(if) The present effective rate of Auxiliary duty of excise which is 10% of effective Basic duty of excise continues 
unchanged. 

(iii) Dae to this change in Basic duty, additional revenue under Auxiliary duty is negligible. 
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4* 10 Furnace Oil KL Rs. 100.00 NC 80 

Effective rate KL Rs. 70.75 Rs. 100.00 

L. S. H. S. falling under thb item used for electricity generation will continue to be completely exempt. The present concessioi 
rate for Furnace Oil supplied to Bunker Coastal Vessels also remains unaltered. 

5. #13 Vegetable Product 160 

It is proposed to modify the rebate scheme for use of cotton seed oil in the manufacture of vegetable product. No rebate wou 
be admissible in future for the first 30% usage of cotton seed oil as against nil rebate for the first 15% usage at present. The stru 
lure of the existing rebate scheme will be continued intact except for this increase in the minimum percentage. 


6 . 


# 15 Soap 180 

It is proposed to modify the present rebate scheme for use of rice bran oil in the manufacture of soap as follows:— 

(a) no rebate will be made admissible for first 25% use of rice bran oil as against present nil rebate for first 15% use ■ 
such oil: 


(h) for every additional percentage point increase, a rebate of Rs. 3.50 per tonne of soap 
against the present rebate of Rs. 7.50 per tonne of soap. 

7. # J8E Yarn all sorts, N. E. S. Kg. Rs. 50.00 

Effective rates 


would be made available ; 

NC 460 

(Rs. lakhs 


1. Yarn containing partly synthetic staple fibre on non-cellulo- 
sic origin and partly wool, the content of such synthetic 
staple fibre being more than 50 per cent by weight of such 
yarn—if non-cellulosic fibre content of it is— 

(/) 60 per cent or more 

(//) more than 56 per cent but less than 60 per cent 
(///) more than 50 per cent but not more than 56 per cent 


(In Rs. per Kg.) 
15.00 24.00 

12.00 19.20 

10.00 16.00 


2. Yarn containing partly synthetic staple fibre of non- 
cellulosic origin other than acrylic fibre and partly any 
other fibre or fibres (excluding wool) if the non-cellulosic 
fibre content, by weight, of such yarn is 

(/) 50 per cent or more 

(ii) less than 50 per cent but not less than 25 per cent 
(Hi) less than 25 per cent but more than 10 per cent 
(iv) 10 per cent or less 

3. Yarn containing partly synthetic staple fibre of cellulosic 
origin and/or cotton and partly wool, provided that the 
content of synthetic staple fibre of cellulosic origin and/or 
cotton is more than 50 per cent, by weight of such yarn: 

If the wool fibre content of it is— 

(/) 40 per cent or more, but less than 50 per cent. 

(ii) 20 per cent or more but less than 40 per cent. 

(iii) less than 20 per cent. 

4. Yarn containing partly wool and/or acrylic fibre and partly 
any other fibre or fibres provided that the wool and/or 
acrylic fibre content is more than 50 per cent by weight of 
such yarn— 

(J) worsted yarn— 

(a) Hand knitting - 

(0 grey 

(ii) processed and/or dyed 

(b) Hair belting yarn 

(c) Others 

(/) of 40 counts and above 
(ii) of above 20 counts but below 40 counts 
(Hi) of 20 counts and below 

(2) Yarn (containing not less than 60 per of wool and not 
more than 5 per cent of virgin wool) commonly 
known as shoddy 

(3) All others 


15.00 

24.00 

12.00 

19.20 

10.00 

16.00 

7.50 

12.00 


8.00 12.80 

6.00 9.60 

4.00 6.40 


(Rs. per Kg.) 


3.20 

5.10 

10.60 

17.10 

Nil 

Nil 

15.00 

24.00 

5.75 

9.20 

3.20 

5.10 


1.00 

1.60 

2.50 

4.00 


mMst % 
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Coffee Board's ©r 
blend coffee powder 
at pegged price of 

Rs. 11.70 per kg. 


Coffee Board's blend coffee powder 
is sold at a pegged price of Rs. 11.70 
per Kg. (against its actual cost price 
of Rs. 16 per Kg.) for the benefit of 
bonafide coffee consumers. This has 
been made possible by a subsidy from 
growers. 

Available at all India Coffee Depots 
and Coffee Houses of the Board. 




COFFEE BOARD 

Bangalore 
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5. Yam containing partly silk fibre and partly any other fibre 
or fibres, provided that the silk fibre content is more than 

50 per cent by weight of such^yarn. 15.0 24.00 

6. Yarn containing two or more of (a) Synthetic staple fibre of 
cellulosic origin , (ft) jute and (c) cotton, provided that the 
jute content, if any, is less than 50 per cent by weight of 
such yarn. — 


(NF Counts) 


(Rs per Kg.) 


of or more 
counts 

less than 

Rs 

Rs 

84 

— 

2.50 

4.00 

69 

84 

2.00 

3.20 

51 

69 

1.75 

2.80 

40 

51 

1.50 

2.40 

34 

40 

1.00 

1.60 

29 

34 

0.90 

1.45 

22 

29 

0.40 

0.65 

14 

22 

0.20 

0.30 

— 

14 

0.10 

0.15 



7. Yarn containing partly jute and partly any other fibre or 
fibres (other than cotton fibre and synthetic staple fibre of 
non-cellulosic origin), provided that the jute content is more 
than 50 per cent by weight of such yarn. 

8. Yam, not otherwise specified 10.00 16.00 

lnthecaseofyarnmentionedagainstSl.Nos. 1 (iii),3, 5 and 

8 the duty shall be reduced further by Rs 2/- per Kg if such 
yarn is of 34 counts or less. 

9. Yarn containing two or more of (a) synthetic staple fibre of 
cellulosic origin (ft) jute (including Bimplipatam jute or 
mesta fibre) and (c) cotton, wherein the jute (including 
Bimplipatam jute or mesta fibre) content, if any, being less 
than 50 per cent by weight of such yarn and falling under 
Item No. 18E and of the description specified below (This is 
for yarn used under special procedure) 

(In paise per sq. m.) 

1. Yarn used in making cotton fabrics falling under sub- 

item 1(1) of item No. 19 5.00 NC 


1 A. Yarn used in making superfine fabrics 


30.00 40.00 


2. Yarn used in making fine fabrics 20.00 27.00 

No change is proposed in respect of yarn used in making 
Medium ,A, Medium B, Coarse fabrics and Malimo type 
of fabrics. 


10. Yarn containing two or more of (a) synthetic staple fibre 
of cellulosic origin, (ft) jute (including Bimplipatam jute or 
mesta fibre) and (r) cotton, wherein the jute (including 
Bimplipatam jute or Mesta fibre) contents, it any, being less 
than 50 per cent by weight of such yarn and falling under 
Item No. 18E and contained in fents, rags and chindies 
arising out of cotton fabrics produced by factories working 
under the special procedure, and of the description 
specified below: 

1. Yarn contained in fents of cotton fabrics failing 
under sub-item 1(1) of item No. 19 

1 A. Yarn contained in fents of superfine fabrics 

2. Yarn contained^ fents of fine fabrics 

No change is proposed in respect of yam contained.])! feats 
of Medium A, Medium B, Coarse fabrics and Malimo type 
of fabrics 


(In Rs. per Kg.) 


0.30 

NC 

4.00 

5.40 

1.40 

1.90 
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UKAND 


for 

STEEL CASTINGS 

M.S. BARS & RODS 

HIGH CARBON WIRE RODS 

RIBBED TORSTEEL 

E. O, T. & OTHER CRANES 

RE-ROLLING MILLS 

PLANT & EQUIPMENT FOR CHEMICAL INDUSTRIES 

MUKAND IS STEEL TECHNOLOGY 
Mukand Iron & Stool Works Ltd. 

Lai Bahadur Shastri Marg, Kurla, Bombay-400 070 
Phone : 5 5 5 6 4 1 






Lowest in capitel cost/lowest 
In opesstfftg cost, Hindustan trucks 
operate on diesel as well as 
petrol giving you the best mileage 
to every litre. 

Available in a range of 1 tonne 
to 7.5 tonnes, the Hindustan 
chassis can be adapted to mini 
buses, passenger coaches, petrol 
tankers, fire engines and load 
carriers. 



Beat 

high cost 
of fuel 

with 


HINDUSTAN 


TRUCKS 

Lowest in capital investment 
Lowest in operating cost 



• Powerful, economical 5408 ce 
diesel engine developing 
112 BHP (SAE) 

• Normal and full forward control 
W Available in different wheel 

bases : 3.04m, 3.93m, 4.25m, 

4 55m and 5.48m 

• Heavier front (4355 kg) end 
Rear (8636 kg) axles 


• Differential gears and pinions 
with wider teeth 

• Shot peened gears for 
increased life 

O Induction hardened sturdier 
axle shafts 

• CAV-DPA fuel injection 
equipment 


HM 




HINDUSTAN 


— the profit-earning vehicle 


•'* 

t 


eastern economist 
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8, # 19; , Cotton fabrics 500 

Itisproposed to put quantitative limits upto which fcnts and rags of cotton fabrics may be cleared at existing conces¬ 
sional rates, Fcnts and rags cleared in excess of the prescribed limit will be required to pay higher duty. These steps arc 
intended to discourage deliberate cutting of good fibnes to claim special concessional duty applicable to genuine fents and 
rags. 

2. It is also proposed to fix a uniform rate of compounded duty of Rs 200/- per loom per year for units where not more 
than 40 powerlooms are installed. 

(Rs. lakhs) 

9 . zfr 22 Art silk fabrics (—)2200 

It is proposed to exempt completely from basic duty of excise, processed art silk fabrics whose value does not exceed 
Rs 15 per sq. metre. {See also notes under S. No. 19 in Part A. Processed fabrics whose value exceeds Rs. 15 per sq. metre 
will pay basic duty of excise at 5 per cent as against the present rate of 9.5 per cent. 

2. All processed Fabrics, irrespective of value, will continue to pay the present additional duty of excise (in lieu of 
sales.tax) and Hand-loom cess. 

JO. t 34A Motor vehicle parts 12 

Gudgeon pins and circlips have been included in the dutiable list. However, when intended for use as original equip- 
g iTicnt, they will not have to bear this duty. 

37 Cinematograph films— 150 

II. Exposed— Existing Proposed 


of a width 
of 30 mm 
or higher 


below 
30 mm 
in width 


of a width 
of 30 mm 
or higher 


below 
30 mm 
in width 


(1) news-reels and shorts not exceeding 500 metres 

(2) feature films, advertisement shorts and films N.O.S. 

Effective rates on films exposed 


(Rs. per metre) 
0.50 
1.00 


Existing 


Proposed 


Description 


less Width 30mm or more Description less Width 30mm or more 
than-than- —.. . 


30 

does not 

exceeds 

30 

does not 

exceeds 

mm 

exceeds 

4000 

mm 

exceed 

4000 

width 

4000 
metres 
in length 

metres 
in length 

width 

4000 
metres 
in length 

metres 
in length 

(i) 

(ii) 

(ii*) 

(In Paise per metre) 

0) 

(ii) 

<iii) 


I. Films made in colour (other than advertisement shorts) if cleared for home consumption 



(a) 

First 12 prints 

Nil 

Nil 

Nil 

(«) 

First 15 

(/) ’“Nil 

Nil 

Nil 







prints 

*(if the total 

No. of 

prints 


(*) 

Next 8 prints 






cleared for home consumption 









does not exceed 15) 




(i) First 3 prints 

10 

15 

20 



(ii) 10 

15 

25 



(ii) Balance 5 prints 

10 

15 

20 

1 (*>) 

Next 










10 





(c) 

Next 15 prints 





prints 

25 

35 

60 



(i) First 5 prints 

20 

25 

40 






i 


(ii) Balance 10 prints 

20 

25 

40 

| (c) 

Next 

15 

prints 




(0 

Next 15 prints 





50 

80 • 

120 



(i) First 5 prints 

35 

50 

75 






t 


((0 Balance 10 prints 

35 

50 

75 

1 H> 

On balance 

8 

150 

200 
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(e) Next 10 prints 

60 

90 

125 

1 




(J) On the balance 

85 

150 

200 j 




Films made in black and white (other than Advertisement shorts) 






if cleared for home consumption 








(a) First 12 prints 

Nil 

Nil 

Nil 


(0 Nil 

Nil 

Nil 




(a) First 

*(if the 

total 

No. of 

(b) Next 8 prints 




15 

prints cleared 

for home 




prints 

consumption 

does not 

(i) First 3 prints 

10 

15 

20 

[ 

I 

exceed 15) 






1 

00 5 

10 

20 

(ii) Balance 5 prints 

•10 

15 

20 

(b) Next 




(c) Next 15 prints 




10 

prints 

15 

20 

40 

(i) First 5 prints 

15 

25 

40 





(ii) Balance 10 prints 

14 

25 

40 

(c) Next 

15 

prints 




(d) Next 15 prints 




35 

50 

75 

(i) First 5 prints 

25 

40 

60 j 

! 

i 




(ii) Balance 10 prints 

25 

40 

60 

i 

[ 




(e) Next 25 prints 

40 

60 

80 

{d) On the balance 60 

f 

80 

100 

(f) On the balance 

60 

80 

100 

t 





Note (1 ) Prints cleared for home consumption after 12 months from the date of certification by Central Board of Film Censors. 

which were hitherto exempted, will in future pay duty at appropriate rates indicated above according to the print 
numbers and duly slabs applicable. 

(2) Advertisement shorts which were so far assessed on slab basis at rates applicable to feature films, will now pay duty al 
uniform rate irrespective of the No. of prints. For advertisement shorts of width 30 mm and above, the rate will be 
rupees two per metre, if coloured, and rupee one per metre if in black and white. In the case of advertisement shorts 
of width less than 30 mm, these rates will be one rupee per metre if coloured and fifty paisc per metre if black and white. 

(Rs. lakhs) 

12. # 37 A. Gramophones, etc. and parts thereof. 50 

Certain categories of amplifiers and speakers and speaker systems which are not dutiable at present, have now been subjected 
to duty. 

13. 37AA. Tape recorders (including cassette recorders) Rs. 250/-each NC (—) 3 


Effective rates Rs. 250/- each Rs. 100/- each 

Present complete exemption to tape recorders including cassette recorders produced in a small-scale unit judged by the 
criterion of initial capital investment on plant and machinery not exceeding Rs 7.5 lakhs, continues. 

14. 66 Permanent magnets 50% NC (—) ^ 

Effective rate 50% 25% 

There is no change in the present complete exemption to permanent magnets, other than cast-alloy magnets containing 

(e) cobalt or (b) nickel or (c) both. $ 


EASTERN ECONOMIST 



SUNDARAM FINANCE 

Give you a good deal 

Will provide finance for the purchase of: 

LEYLAND TRUCKS AND BUSES 
PREMIER TRUCKS AND BUSES 
PREMIER CARS 

On Straight forward and easy terms : 

LOWEST HIRE CHARGES 
INSURANCE IN EASY INSTALMENTS 
36 MONTHS TO REPAY 

SUNDARAM FINANCE LIMITED 

37, MOUNT ROAD, MADRAS-6 






SAIL INTO A GLORIOUS FUTURE 


Renowned the world over as ''Queen of the Arabian Sea”, Cochin is the most 
beautiful natural harbour with modern port and shipping facilities for all types 
of cargo to and from every important port of the world. We don't stop with 

the present.we plan to usher in most modern port services of international 

standard by providing facilities for container ships, super tankers and bulk 
carriers. 

Come .. ship with us.. We promise to sail you to a glorious future. 


COCHIN PORT TRUST, COCHIN-3 
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PARTNERSHIP 
IN PROGRESS 
AND 

PROSPERITY 

INDUSTRY 

•Design & Manufacture of Die, 
Tools & Fixtures. 

•Heavy Structural & Plates 
Fabrications. 

•Semi-finished Non-ferrous & 
Ferrous Castings 

•Light Forgings 
•Enamelled & D.C.C. Wires 

•Finished Leather for 
Industrial use 


AGRICULTURE 

•Improved Agricultural 
Implements 

•Plant Protection 
Implements. 

•Tractor Drawn Implements 
& Trailers. 

•Paddy Boilers & Threashers. 


FOR DETAILS 


SERVING THE 
NATION IN 
SEVERAL FIELDS* 


UTILITY PRODUCTS 

•Steel & Wooden 
Furniture 

•Hospital Equipments 
•Steel Windows Doors 
•Door Locks 

•Footwear & Leather goods. 


Managing Director \ 

Tamilnadu Small Industries Corporation Ltd. 1 

“Arul Manai”, 26, Whites Road, 1 

Madras-600014 (Phone No. 82161) Gram: TANSI 

n\n fifw niaviifsr ■ ■ V* * n^T' wff i w^r a nv • ''I 1 * wr \*• •'V * "l 11 ■■ 1 11 1* ■ mfn rr^sv nUTn^vi^ 


When he 
takes over 
his 
country, 
who ' 
pays you: 




Revolution isn't good for an export business. 

A coup that gets a two-line mention in the 
Indian newspapers might get an exporter 
into serious trouble in that particular country. 

The new government may pay. Or may 
not. Or delay the payment so much that it win 
throw an exporter into grave crisis. 

ECGC can cover your exports against 
such risks. And others. Like your buyer’s 
protracted default to pay. His insolvency. 

Moratorium on payments by your buyer's 
government. 

Other services of ECGC include extended 
credit coverage, and performance 
guarantees. 

If you read about a coup tomorrow, 
relax. With an ECGC cover, it won't kill 
your export business. 

A EXPORT CREDIT 

$ GUARANTEE 
Jm eelk CORPORATION 
LIMITED 

(A Government of India Concern) 

Xy* REGD# OFFICE: 

, Express Towers. 10th Floor. Nariman fool 
B ombay 400001 

BRANCHES: 

BOMBAY: Cambria Bldg., Ind floor. 41 
CALC UTTA: Tala Comtro. lOtbFloor. “ 

MSWPELVB: GbandriHouao *" * 

MADRAS: Indian Bank ^ 

BMg»« Ftawi 

GoflMnSVOU 

• ....... .. AltAU. K6C.iH. 
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ABSTHACT^CfNTHAt EXCISE 


1 

No. 

Tariff 

Item 

No. 

Commodity 


Additional Revenue in 

one full 

year 



Basic 

Additional 

Auxiliary 

Total 

(+) 

(-) 

(+) (") 

(+*) 

(~) 

(+) 

<-) 

1 

2 

3 

4 

5 

6 7 

8 

9 

10 

11 



I- 

-Existing Items 


(Rs. lakhs) 




1 

1 

Sugar 

4635 

— 

350 — 

— 

*-- 

4985 


2 

3(1) 

Tea 

340 

— 

- - 

— 

— 

340 

— 

3 

4 

Tobacco 

2629 

— 

480 — 

_ 

421 

2688 


4 

6 

Motor spirit 

1800 

— 

- 

— 

-- 

1800 


5 

10 

Furnace oil 

800 

— 

_ _ 

_ 

—,. 

800 

— 

6 

13 

Vegetable product 

160 

— 

- - 

— 

,—„ 

160 

— 

7 

14D 

Synthetic organic dyestuff 

375 

— 

- - 

75 

— 

450 

_ 

8 

14F 

Cosmetics and toilet preparations 

230 

— 

- - -—- 

115 

—. 

345 

— 

9 

15 

Soap 

180 

— 

— 

— 

— 

180 

— 

10 

16 

Tyre flaps 

200 

— 

- - 

— 

— 

200 

-- 

11 

17 

Paper 

735 

— 

- - 

245 

— 

980 

— 

12 

18 

Rayon and synthetic fibre and yarn 

4940 

— 

- - 

— 

— 

4940 

— 

13 

18A 

Cotton yarn 

1210 

— 

— —. 

— 

- . 

1210 

—- 

14 

18E 

Yam, all sorts, NES 

460 

— 

- - 

_ 

— 

460 

— 

15 

19 

Cotton fabrics 

500 

_ 

— — 

_ 

— 

500 

— 

16 

22 

Art silk fabrics 

-, 

2200 

- — 

— 

— 

— 

2200 

17 

23 

Cement 

1450 

— 

- - 

145 

— 

1595 

— 

18 

23A 

Glass and glass-ware 

380 

— 

- - 

— 

—* 

380 

— 

19 

23B 

Chinaware and porcelain-ware 

190 

— 

- - 

— 

— 

190 

— 

20 

26A\ 

Iron or steel products 

— 

— 

- - 

— 

— 

— 

-* 

21 

27 

Aluminium 

1125 

— 

-- - 

375 

— 

1500 

-- 

22 

29A 

Air conditioners and parts thereof 

360 

— 

- - 

— 

— 

360 


23 

32 

Electric fans 

150 

-. 

- - 

— 

— 

150 

— 

24 

33A 

Wireless receiving sets 

— 

— 

- - 

— 

— 

— 

— 

25 

33B 

Electric wires and cables 

280 

— 

- - 

— 

— 

280 

— 

26 

34A 

Motor vehicle parts 

12 

— 

- - 

— 

— 

12 

— 

27 

37 

Cinematograph films—exposed 

150 

— 

- - 

— 

— 

' 150 

— 

28 

37A 

Gramophones and parts 

50 

— 

- - 

— 

— 

50 

-- 

29 

37AA 

Tape recorders 

— 

3 

— 

— 

— 

— 

3 

30 

43 

Wool tops 

— 

— 

- - 

— 

— 

— 

,— 

31 

48 

Safes and strong boxes 

60 

— 

- -- 

— 

— 

60 

— 

32 

66 

Permanent magnets 

— 

65 

- - 

— 

— 

— 

65 



Total of I above 

23401 

2268 

830 

955 

421 

24765 

2268 



Net 

21133 


830 

534 


22497 




II- 

--New Levies 







1 

67 

Graphite Electrodes, etc. 

150 

— 

— — 

— 

— 

150 

"i - 

2 

68 

All other goods N. E. S. 

2400 

— 

— —- 

— 

— 

2400 




Total of new levies 

2550 

— 

— — 

-7- 

— 

2550 

— 



Grand Total of I & II 

23683 

— 

830 — 

534 

__ 

25047 

t—■ 




SUMMARY 










Centre 

States 

Total 









(Rs in crores) 







(a) Basic duty 


4 89.47 

47.36 

236.83 






(b) Additional duty 










(in lieu of sales tax) 

— 

8.30 . 

8.30 



'■ 



(c) Auxiliary duty 


5.34 

— 

5.34 






Total 


194.81 

55.66 

250.47 
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Amendment ofC«fttralS»Y«a 1^xAcfc»}9Si . j 

Under Articta,269(l )(g) of the Constitution taxes on the sate or purchase of goods other than newspapers, Where such sale or 
purchase takes place it) the course of inter-state trade or commerce, are levied by the Government of India but are assigned to the' 
Stalest collections in the union territories form part of the Consolidated Fund of India. Further, Article 286(3) of the Constitu¬ 
tion empowers the Parliament to declare by law any goods as of special importance to inter-State trade or commerce and to Jay 
down restrictions and conditions in regard to the system of levy, rates and other incidents of tax subject to which any state law 
might authorise the imposition of tsfx on sale or purchase of such goods. 

Under section 8(1) of the Central Sales-tax Act, 1956, the rate of sales-tax in respect of inter-state sales either to government 
or to registered dealers of goods of the description specific in section 8(3) of that Act, which are meant for resale, or for manufacture, 
etc., is three per cent. It is proposed to increase this rate to four per cent. However, if the rate of sales-tax obtaining in the state 
in which the goods are purchased is less than four per cent, the lower rate will be applicable. The new rate will become effective 
from the 1st July, 1975. , 

It is also proposed to amend section 8(2)(a) of the Act to provide that inter-state sales of declared goods not falling within 
section 8(1) aforesaid would be taxable at twice the rate applicable on sale or purchase of such goods inside the appropriate State. 
The amendment has been proposed with a view to ensuring flow of inter-state trade through media of registered dealers. 

The amendment of section 15 of the Central Sales-tax Act. 1956 is with a view to raise from three per cent to four per cent 
the ceiling prescribed in respect of sales-tax on goods declared to be of special importance in inter-state trade or commerce. This 
is a permissive amendment and would enable the states to re-fix the rates oflocal sales-tax on coal, cotton, cotton-yarn, hide >-< 
and skins, iron and steel, jute and oil-seeds within the increased ceiling, if they so desire, with effect from the July 1, 1975. 

[Clause 38] 


Kandla Free Trade Zone 
offers you something 

hew to'maximise export 
earnings 





MAG* r* 




Duty-free Import of capital goods 
and equipments from preferred 
•ourcaa 

import Licences to meat raw mate* 
rial requirements for Puffer stock 
upto 12 months 

Exemption from customs and addl- 
tlonal (countervailing) duty on 
consumable raw materials, com¬ 
ponents, spares, tooling and pack¬ 
aging materials Imported 

Exemption from Central Excise 
duties and other levies on products 
manufactured within the Zona 

Exemption from Central Excise 
duties of specified excisable Indi¬ 
genous raw materials brought Into 
the Zone 

Transport subsidy equal to 1% of 
the f.o.b. value of exports 

Finance at e concessional rats 
available from Gujarat State Finan- 
I ciel Corporation, Gujarat Industrial 
Investment Corporation etc* 

Exemption from tax levy under the 
Gujarat Sales Tax Act on raw 
materials, machinery, components, 
packaging material etc. brought 
into the Zone 

Exemption from municipal taxes and 
octroi duty 


Exemption from Income tax on 20% 
of profits for 10 years 

Non-restriction on the line of 
manufacture so long as it la 100% 
export-oriented and la not reserved 
exclusively for public sector. 
Import of Items banned In the rest 
of the country, with a few excep¬ 
tions, it also permitted 

Concessions such as cash as¬ 
sistance, duty drawbacks etc. as 
ere available to unite in the domes¬ 
tic tariff area exporting out of India, 
on capital goods, equipments, raw 
materials, components, spare 
tooling and packaging materials 
supplied to the Zona from the rest 
of the country 

Special facilities, on merit*, 
of blanket permits of foreign ex¬ 
change for visits abroad for export 
promotion without any condition of 
export performance 

AND MANY MORE 

Write for • free folder: 

D e velopment Commission sr 
Kandla Free Trade Zone, 
Oandhidham (Kutch) 
Gujarat. j 


What more do you want? Only the will to tnvoat. 


Something unheard of in the realm of any 
investment programme... 


74/40 
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making priorities a basis 
for action 


Through technology, our critical input. For GKW is a world of processes and 
products—among the most advanced of their kind in the country 

Our involvement in steelmaking and engineering technology is vitally linked to our 
responsibility to industry. That is why we feel the need to innovate 
continuously And strengthen the basis of our commitment. 

Our record shows it High quality boron, free cutting and leaded steels, stripwound 
cores for miniaturisation, elastic rail fasteners for modernising the railway system, precision 
pressed and deep drawn sheet metal components, high strength friction 
grip bolts and nut 9 , hardened self tapping screws, tubular and semi-tubular rivets, 
high tensile fasteners for advanced metal assembly jobs, a sophisticated 
range of alloy steel automotive forgings, and. more recently, custom-built special 
purpose machinery. These vital intermediates have helped industry attain a degree of 
sophistication By improving performance, stepping up productivity, 
increasing durability in some of the most crucial sectors of national activity. 

And the final testimony of our achievements is the fact that our products are continually 
finding acceptance in some of the most discriminating markets overseas 
This year, for Instance, we have more than doubled our exports 

Our achievements are only a step towards greater efforts. Efforts to realise our commitments 
as a corporate citizen. To reconcile our activities with the priorities of the nation. 



GUECT KEEN WILLIAMS ITO 


GKW—The Engineers' Engineers 

. . . 
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External assistance 


Given below is a brief 
description of the assistance 
in the form of loans and 
grants received from friendly 
foreign countries and inteN 
national, organisations. The 
estimates of net flow of ex¬ 
ternal assistance during the 
year 1974-75 and 1975-76 are 
summarised in Table I : 

Two statements, one show¬ 
ing amounts of loans authori¬ 
sed and the sums drawn against 
them and another showing the 
repayments in respect of each 
loan are added at the end. 


A—Loans 

1. Loans from the USA 

Loans extended by the 
United States government 
upto December 31, 1974 

amounted to $8116.64 million 
(net of cancellation). 

(i) Loans from USAID: 
Loans from US AID total 
S 2560.45 million net of can¬ 
cellations. These are repay¬ 
able in dollars. Repayment 
is scheduled for 40 years, 
with no payments of principal 
during a grace period of first 
ten years. 

Besides loans to govern¬ 
ment, certain loans have been 
given by the A fD directly to 
private and public sector 
undertakings. The repayment 
of sueh loans is governed by 
the special loan repayment 1 
procedure agreements between 
the Government of India and 
the US AID. In these cases the 
loans are repaid in rupees by 
the borrowers to the govt, 
of India in varying numbers of 
instalments according to the 
terms of the loan agreements. 
The government assumes liabi¬ 
lity for payment to AID in 
dollars of the .principal 
amount in 40 years with a 
moratorium of 10 years. 

(ii) PL 4%0 convertible 
currency credits The PL 480 
Commodity Agreements signed 
since 1967 also provide for 
*mport of agricultural comnio- 
duies against convertible local 
currency Credit which will be 
analogous:’ ;tp: other dollar 
credits. This credit is repayble 

special BUDGET number 


in 31 annual instalments begin¬ 
ning 10 years after the imports 
are made. 

The US government have 
so far provided debt relief 
to the extent of $34.92 million 
by deferring principal and inte¬ 
rest payments during theye ars 
1968-69 to 1971-72. From 1972- 
73 the debt relief assistance is 
in the form refinancing credits 
repayable in 20 equal annual 
instalments excluding a grace 
period of seven years. The 
debt relief for the year 1972-73 
and 1973-74 was $ 29.14 mil¬ 
lion and $ 29.34 million res¬ 
pectively. The debt relief for 
the year 1974-75 is estimated 
at $ 45.00 million. 

(iii) Loans from US Exim 
Bank Loans from the US 
Export Import Bank for finan¬ 
cing the imports from USA of 
capital equipment and related 
spares and services to the end 
of 1974 amount to $ 346.66 
million. These loans are re¬ 
payable in dollars in 20-23 
semi-annual instalments com¬ 
mencing after an initial period 
of moratorium extending upto 
five years. 

IK. Loans from the USSR 

The Soviet assistance for 
India's economic development 
commenced in 1955 with eight 
credit agreements (the latest 
signed in December 1966) for a 
total value of 1225. 36 million 
Roubles. These are govern¬ 
ment credits, cconfined to 
public sector projects towards 
the basic and heavy industries 
and development projects 
included in the five year Plan. 

2. Soviet credits carry an 
interest at 2| per cent per annum 
and are generally repayable over 
a period of 12 years starting 
one year after the completion 
of shipments of equipment 
required foj putting the pro¬ 
ject into operation. Exceptions 
are the Credit for the drugs 
project for roubles 18 miilion 
which was repayable in seven 
years, and the credit for the 
Bokaro Steel Plant under 
which repayment of the prin¬ 
cipal starts one year after a 


given amount is disbursed. 
There are no commitment 
charges payable on the Soviet 
credits and interest is charged 
on the amount drawn. 

3. Both the payment of 
interest and repayment of 
principal are made in Indian 
Rupees which are utilised by 
the Soviet authorities for 
purchase of Indian goods in 
accordance with the Indo- 
Soviet Trade £ind Payments 
Agreement in force at the 
time. 

4. Among the projects 
which have been financed 
wholly or in part with Soviet 
assistance are the , Bhilai 
and Bokaro Steel Plants; 
the Heavy Machine Building 
Plant, Ranchi, a larger number 
of power projects such as 
Neyveli, Korba, Singrauli; the 
Kota Precision Instruments 
Project; exploration for oil and 
gas; the Barauni and Koyali 
Refineries; the Coal Mining 
Machinery Plant: the Ophthal¬ 
mic Glass Project, etc. 

5. USSR have provided two 
million tonnes of wheat on loan. 
Its replacement to the Soviet 
Union would commence two 
years after full delivery and be 
effected in the course of five 
years in equal annual instal¬ 
ments. On the basis of the 
issue price prevailing at the 
time of the shipments were 


required in India, Food Cor* 
poration of India has paid Rs 
$02 crores to government for 
the wheat. 

Ilf . Loans from the UK 

1. The UK government 
have been extending long term 
Loans through the Aid India 
Consortium since its formation 
in 1958. The total value of the 
loans granted upto December, 
31, 1974 has been £701.4 mil* 
lion. In addition to the above, 
a credit of £ It.5 million wa$ 
extended to the government of 
India by Lazard Brothers head* 
ing a Syndicate of British 
banks for the setting up of the 
Durgapur Steel Plant. A finan¬ 
cial agreement was also signed 
by the government of India 
with Barclays Bank Ltd, UK 
for the amount of£2.55 million 
in October, 1966 to provide 
foreign exchange for the import 
of raw materia! and . compo¬ 
nents required by M/s. AVB 
Durgapur for manufacture of 
two boilers each for the ther¬ 
mal power Station at Santhal- 
dih of the West Bengal Electri¬ 
city Board and* for DVC . 

2. The terms of British aid 
have progressively softened 
over these years and these 
credits are now repayable over 
a period of 25 years with a 
grace period of seven years. The 
credits are also now complete* 


Table I 

Estimates of Net flow of External Assistance in 
1974-75—*1975-76 

(In crores of rupees) 



Budget 

Estimates 

1974-75 

Revised 

Estimates 

1974+5 

Budget 

Estimates 

1975-76 

Loans 

Receipts 

. +849.79 

888.32 

928.47 , 

Repayments . 

. —297.32 

—293.39 

—315.78; 

Interest Payments 

. —169.37 

—166.90 

—172.11 ; 

Grants 

PL 480 

. +11.60 

16.40 

i 

Others 

\ +12.12 

71.72 

37:50 ‘ 

, 

Net 

406 82 

516.25 

471,08 ; 
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ly interest free. Quantitatively, 
the British aid has been show* 
ing an upward trend, pie 
total quantum of aid increased 
from £ 47 million in the year 

1969- 70 to £51.S million in 

1970- 71 and to £ 54.5 million 
in the year 1971-72. The credit 
agreements signed during the 
year 1972-73 and 1973-74 
amounted to £ 71.5 million 
and £ 73 million respectively. 
Agreements for £ 39.4 million 
have been signed upto Decem¬ 
ber, 31, 1974 and for £ 55.6 
ntillion are expected to be sign¬ 
ed before March 31. 1975. 
The assistance from UK is 
discernible into Project aid and 
non-Project aid as under: 


Assistance, Debt Relief Assis¬ 
tance, Kipping Loads, JPbod 
Relief Assistance aftd ethers. 
The UK-India Maintenance 
Loans are for the import of 
non-project goods from Britain, 
Amongst these are raw mate¬ 
rials, spare parts and compo¬ 
nents required to service 
India’s agricultural and indus¬ 
trial production. 

The total debt relief assis¬ 
tance received so far from 
Britain is £75.4 million. 

6. Terns of Lending by the UK 

The loans granted in the 
second Plan were repayable 
over a period varying from 61 


to 20 years whereas there ex- 
tdndcdin the thud Piatt were 
repayable over a period 
of 25 years with a grace 
period of . 5 to 7 years. 

Following the Consortium 
meeting helaon June 5,1963 
the UK government waved 
payment of interest for the 
first seven years for loans made,, 
in 1963-64 and thereafter. Com¬ 
mencing with the General 
Parpose Loan Agreement sign¬ 
ed on October 20, 1965, no 
interest is payable on their 
loans. The present loans, as 
stated earlier, are all repayable 
over 25 years inclusive of a 
grace period of seven years with 


no interest payments or any 
service charges; 

IV, Loans from Canada 

The loans from Canada are 
(a) Wheat Loans, (jbj Rxpon 
Development Corporation Crc- 
dits, and (c) Development 
Loans. The credits against the 
Wheat Loan amounted to 
Canadian *33.00 million for 
purchase of wheat and flour. 
The Export Development Con 
poration Credits are mediunt- 
lerm supplier credits from the 
government owned Export 
Development Corporation of 
Canada, amounting to c. 
1120.09 million. The Develop. 


3. Project Aid 

Out of the total economic 
assistance of £ 701.4 million 
the project assistance has been 
of the order of £225.50 million. 
The project assistance is (a) for 
the financing of large value 
projects by meeting their re¬ 
quirements under the UK- 
India Mixed Project Loans and 
(b) for the import of capital 
goods that are needed for 
India’s economic development 
being met from the UK-lndia 
Capital Investment Loans. 

4. The principle on which 
the British project aid is 
administered is known as 
‘partial funding' system. 
This method of financing 
permits the foreign exchange 
requirements of large value 
projects by ensuring them their 
year to year offtake of British 
aid funds. In short, under 
this system a number of pro¬ 
jects arc simultaneously taken 
up for British aid financing, 
their yearly foreign exchange 
requirements being met out of 
the current Mixed Project Loan 
with their further requirements 
of foreign exchange till com¬ 
pletion of the project assured 
out of future Mixed Project 
Loans. This form of assistance 
has been helpful for financing 
large value projects in the 
priority aud core sectors of our 
economy. 

5. Non-Project Aid 

The Non-projeci aid forms a 
substantial part of aid given by 
the UK government and com¬ 
prises of Balance of Payment 
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ANY DAY CAN BE SAVINGS 

if. " 



If you decide fo save. 
a. Pay day is but an occasion. 
Without your resolve to save, 
djjljp pay days will remain spend- 
JF* ing days. 

When you resolve to 
save (why not now?), think 
of the Post Office Recurring 
Deposits. Rs. 10 a month 
in this account will grow to 
Rs. 750 in 5 years- It works 
out at 9.25% compound 
interest. 

1 And if you save regularly 
for two years, we give you a 


Tssa 
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smalt insurance; the full : :5r 
value of Rs. 750 is guaran¬ 
teed, without any further 
payment, in the event of ,|y||i 
the premature death of the 
account holder. 

For details: 

CONTACT 
THE NEAREST 
POST OFFICE 


« 
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NATIONAL SAVINGS 
ORGANIZATION 
POST BOX NO. 96 
NAGPUR 
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IMPORTANT LINK 
BETWEEN BREEDER 
AND FARMER 


'India has made amazing progress during the 
last few years in quality seed production.., 

... I am happy NSC is endeavouring to 
strengthen the seed industry.. NSC is useful 
and important link between the breeder and 
the.farmer." Or. Norman E. Borlaug, an eminent 
agricultural acientttl and Nobel laureate. 

NATIONAL SEEDS CORPORATION LTD. 

(A Govt, ot Indie Undertaking) 
j 4/E. JHANOEWALAN EXTENSION. 

I NEW DELHM10056 


SPECIAL BUndl^NtMOER ' 591 



FROM THE CRACK 
OF DAWN . 

IN 1897 

...SERVING CALCUTTA'S 
GROWING NEEDS 

Over the years, Calcutta has emerged as a 
leading industrial complex. It is an emergence 
in which we at CESC take pride. For, ever : 
since we began in 1B97, we have tried to 
keep our Calcutta going with an unbroken 
record of service, by supplying cheap power 
in abundance. We admit we have had our 
problems. We have been unhappy over the 
inconvenience caused to our consumers dur¬ 
ing the recent power crisis. But it is with hope 
in our hearts that wa look to the future 
when again wa shall be able to back up 
this great City and its growth plans with 
the service that has been our tradition in > 
the past. 

CESC 

Serving night and day, 
everyday since 1897 
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mem Logins amounted to C 

*437.08 million. 3 ! 

1 ' ' 

2 . Canadian development 
aid is channelised through 
Canadian International Deve¬ 
lopment Agency (CIDA) and 
has so far come in the shape of, 
(a) grants for food and non¬ 
food items, (b) non-project 
loans for purchase of industrial 
commodities, fertilisers and 
miscellaneous capital goods 
and (c) project loans for meet¬ 
ing the import requirements of 
specific projects. In addition, 
Canada extended credits 
through the government owned 
Export Development Corpo¬ 
ration (EDC). 

3. The non-project assis¬ 
tance mainly relates to import 
of commodities, fertilisers and 
capital goods while the project 
assistance was extended to 
Rana Pratap Sugar Project, 
Oil and Natural Gas Commis¬ 
sion, port handling equipment 
at Kandlu and Haldia, Syn¬ 
thetic Rubber Project, Second 
Satellite Communication, die¬ 
sel loco works etc. 

4. The general terms and 
conditions of Joans extended 
by Canada are given in Table 


■ 'fttfi&'ttc; and for purchase of 
commodities like fertilizers* 
capital goods, components, 
machinery and raw materials. 
The terms of W. German loan 
have been soft particularly in 
respeef of loans pertaining to 
more fecent years. Until 1968-69 
the period of repayment was 
25 years with a grace period 
of seven years. This has been 
improved upon since 1969-70 to 
30 years repayment period in¬ 
cluding grace period of eight 
years. The grace period has been 
increased to 10 years in re¬ 
spect of agreements concluded 
from 1972-73. 

The Federal Republic of 
Germany have also provided' 
assistance in the form of “debt 
relief*’ as part of Consortium 
Aid to India in the form of 
refinancing repayments of ear¬ 
lier loans, earmarking of certain 
portions of commodity credit 
for the financing of purchases 
from third countries and fore¬ 
going a portion of interest on 
certain earlier loans and treat¬ 
ing it as a grant to the govt, 
of India. The total value of 
debt relief received or com¬ 
mitted so far is DM 874.05 
million. 


First Yen Credit relating to 
Shipping Corporation of India. 
Debt relief expected for 1974- 
75 is 12.14 billion Yen. 

VII, Loans from Switzerland 

The government of Swiss 
Confederation had up to the 
end of December 31, 1974 
provided four credits totalling 
300 million Swiss Francs for 
capital goods & machinery 
required for development pro¬ 
grammes. This includes a 
development loan of 35 mil¬ 
lion Swiss Francs signed in 
October 1973 for capital goods 
and services for 400 KV Sub¬ 
stations being constructed at 
Obra, Sultanpur and Luck¬ 
now in Uttar Pradesh. The 
transfer credits are made avai- 
able through a consortium 
of banks and by Swiss gov¬ 
ernment. The credits cover 
generally 90 per cent of the FOB 
value of the goods contracted 
for and financed under the 
credits, the balance of 10 per 
cent being met by importers 
from free foreign exchange made 
available. The credits through 
a consortium of banks are 
repayable in 10 years from the 
date they are made use of with 
a grace period of 3—5 years 


While the government credits 
are repayable in 15—40 

VHL Loans from 
Czechoslovakia 

The government of CzeJ 
hoslovakia has signed three 
credit agreements with the 
government of India for a 
total value of Rs 176.2(0 cro- 
res. 

2. Among the projects 
which have been financed uru 
de* these credit are, Foundry" 
Forge Plant, Ranchi, Heavy 
Machine Tools Project, Ranchi, 
High pressure Boiler Plant! 
Tiruchirapalli, Heavy Power 
Equipment Plant, Hyderabad, 
Heavy Duty Electric Locomo¬ 
tives, components for manu^ 
facture of turboblowers and 
compressors at Hyderabad, 
Bharat Heavy Plate and 
Vessels Works. Vishakhapat. 
nam, Ennore Thermal Power 
Station, Ajmer Machine Tools 
Factory etc. 

The terms and conditions 
of the credits are given in 
Table HI ; 

3. Under all the three cre¬ 
dits both the repayment of 
principal and payment of 
interest are made in rupees 


Table II 

Terms and Conditions of Canadian Loans 
Nature of Credits Terms and Conditions 


Debt Relief 

5. Canadian government 
had provided debt relief since 
1968-69 in the form of post¬ 
ponement for 10 years of speci¬ 
fied principal payments as well 
as cash grant in lieu of waiving 
of interest due on payments so 
postponed. 

V. Loans from the Federal 

Republic of Germany 

The government of Federal 
Republic of Germany have so 
far committed loan assistance 
to India to the extent of DM 
6245.16 million. The assis¬ 
tance provided is made avail¬ 
able for utilisation through 
specific agreements signed with 
KreditanstaJt Fur Wiederau- 
fbau (KFW), the German 
Bank for Reconstruction. Ag¬ 
reements totalling DM 6029.93 
million have so far been signed 
with the KFW. The credits so 
made have been used for 
for financing specific projects 
such as Rourkela Steel Plant, 
Mysore Iron & Steel Works, 
Neyveli Lignite Mining Project, 
coal washeries, railways. 


During 1974-75, the Federal 
Republic of Germany is also 
providing grants up to DM 10 
million for Rural Development 
Programme. 

VI. Loans from Japan 

The Japanese government 
have so far extended eighteen 
credits for a total amount of 
267.34 billion Yen through 
the Japanese Export Import 
Bank, intended for purchase in 
Japan of equipment for rail¬ 
ways, power projects, fertiliser' 
projects, petrochemicals and 
fibre projects, coal and iron 
ore mining and processing 
equipment, for ports, machine 
tools, ships, other industrial 
machinery and components, 
etc. The loans are repayable 
over a period of 10 to 20 years, 
with a grace period of 3 to 7 
years. 

The above excludes Japan¬ 
ese assistance for debt re¬ 
scheduling of principal repay¬ 
ments for 59.51 billion Yen 
from 1967-68 to 1973-74 and 
815 million Yen out of the 


1. Wheat Loans 

2. Export Development Corpo¬ 
ration Credits. 

3. Development Loans 


Repayable in seven equal an¬ 
nual instalments— -interest 
at 4 per cent 

Repayable between 15 to 20? 
years—Interest at 6 percent 

Repayable over a period of 50 
years—Free of interest 
charges. 


Table III 

Terms and Conditions of Czechoslovak Loans 


Rate of 
Interest 


■ Period of 

Repayment 


First credit 

Second 

and 

Third credits 


2 *% 8 years 

f 12 years 
f for capi- 
2\°/A tal goods. 

■ g years 
for com- 
_ponents 


EASTERN ECONOMIST 


592 


1975 I 





THE LACCIFER LACCA 



a little red insect 
that serves you in 
your everyday life 

A microscopic insect It secretes that indispensable resin, lac...„. 
serving you quietly in things of everyday use. That wonderful 

polish on your furniture.it's Shellac. Added to rubber as 

a hardener......your shoe soles wear longer. Used in tablets and 

capsules as a preservative. The electrical industry can't do without 

it.insulators. It has innumerable other uses in cosmetics. 

photography, printing, ceramics and even confectionery. 

Yes, its difficult to find a thing that hasn't used Shellac at some 
stage or the other. 

Shellac earns valuable foreign exchange for India......to the 

tune of Rs. 6 crores annually. 


SHELLAC EXTORT PROMOTION COUNCIL 

14 /IB,Ezra Street, Calcutta-700001 • INDIA 





Some fans offer 

MORE BREEZE 


Some offer 

LONGER LIFE 


Others offer 

ECONOMIC 

OPERATION 


A few offer 

SMARTER DESIGN 


And a fewer still 
TROUBLE-FREE 
SERVICE 



Ves, whichever way you 
look at it. 6.E.C. TOOFAN 
Ceiling Fan is the one 
fan that can provide all the 
benefits you’re looking for. 

Its highly powerful motor is 
efficiently designed and 
sturdily constructed. What is 
more, it is fitted with two 
ball bearings. These special 
features and scientifically 
angled aluminium blades ensure 
maximum breeze and many 
years of trouble-free service. 

Of course, its elegant design 

hornfandoffic^eco^ 0 ^ rest comfortably for 8 lifetime! 


TOOFAN 

CHUNG FAN 

Install it today- 


THE GENERAL ELECTRIC COMPANY OF INDIA LIMITED 

Tiad* mack MT iwnnkM oaa»—Tli« 8 <mmI Haouie Co. o> India Lid. 


Gilt. iV 


'VitmX 800NOMBT 
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whicharedtilised by the Czech 
authorities for the purchase of 
Indian goods according to the 
provision of the Indo-Caech 
Trade Plan. 

IX Loans from Yugoslavia 

The government of Yugo¬ 
slavia have extended two credits 
fora total sum of Rs 128.48 
crorcs for purchase of ships 
and tor import of capital 
goods and equipment for 
power projects, marine diesel 
engines, for fisheries etc. While 
the first credit is repayable in 
equal consecutive semi-annual 
instalments within such periods 
as may be specifically agreed 
to in the contracts, the second 
credit of Rs 60 crores was 
mainly suppliers credit, govern¬ 
ment credit constituting only 
Rs 10 lakhs. 

X. Loans from Poland 

The government of Poland 
have extended three credits for 
a total value of Rs 38.16 crores. 
Thccrcdits were repayable over 
a period of 8-12 years and 
carried a rate of interest @21 
per cent per annum. Both the 
payment of principal and the 
payment of interest arc made 
in rupees which are utilised by 
the Polish authorities for the 
purchase of Indian goods 
according to the provisions of 
the (ndo-Poiish Agreement. 

XI. Loans from Austria 

The Austrain government 
have so far extended eight 
credits tor a total amount of 
664.85 million Austrian Settli¬ 
ngs for purchase ,of Austrian 
goods. These credit’s are re¬ 
payable in consecutive half 
yearly instalments over a period 
of 10 to 18 years including a 
grace period of 2 to 7 years. 

The government of Austria 
have aho extended seven credits 
•or 223.74 million A.S. for re¬ 
financing of repayment of prin¬ 
cipal in respect of the earlier 
Joans. Debt Relief for 1974- 
'5 is estimated at A.S. 56,86 
million, 

X(l. Loans from Netherlands 

; The Netherlands have so 
’•?/, extended credits for 
553,5 million Dutch Guil- 
“ ers tot purchase of capital 
sopds and raw materials. This 
> s m addition to the financial 


(export) credits pledged to the 
extent of 97.8 million Dutch 
Guilders. These loans ate re¬ 
payable over a period of 19 to 
23 years. Debt Relief of DG. 
2,31 million, DG 2.18 million 
in the shape of reduction in in¬ 
terest payment was granted 
during the year 1972-73 and 

1973- 74. 

A sum of DG 12.76 million 
(Rs 3 crorcs) is expected for 

1974- 75 towards Debt Relief 
from the Netherlands as an 
out-right grant assistance. 

X1U. Loan from Denmark 

The government of Denmark 
have extended five credits to the 
extent of 165 million Danish 
Kroners for purchase of dairy 
machinery and capital goods. 
The credits are payable over a 
period of 12-25 years. In 
addition, Denmark has 
provided food assistance for 


60 million Danish Kroners for 
purchase of fertilisers and 
milk products. The credit is 
repayable over A period of 20 
to 25 years. 

The government of Denmark 
waived the repayment of prin¬ 
cipal of 16.64 million Danish 
Kroners repayable during the 
year 1974.75 to 1978-79. 

XIV. Loans front Sweden 

The government of Sweden 
have so far extended eight deve¬ 
lopment credits aggregating 
558.90 million Swedish Kroners 
for the procurement of goods 
and services for dairy projects, 
electricity power systems, for 
procurement of fishing trawlers 
drilling and mining equipment 
and materials and eqnipmcnt 
for Indo-Swedish joint indus¬ 
trial ventures and Wheat Stor¬ 
age Project undertaken by the 
Food Corporation of India. 


The first four credits am repay¬ 
able in semi-anniial instalment 
: over a period of 25 years with 
a gritce period of 10 years. 
The test are repayable over a 
period of 50 years with a grace 
period of 10 years. 

The government of Swedan 
have agreed to extend cash assis¬ 
tance in lieu of reimbursements 
on account of commodity im¬ 
ports made from Sweden. A 
sura of Rs 7.54 crores on this 
account is expected to be re¬ 
ceived in 1974-75. In addition 
a sum of Rs 65 lakhs is also 
expected in 1974-75 towards 
reduction in the payment of in¬ 
terest on earlier loans. 

XV. Loan from Bahrain 

Special Indian Rupee notes 
and Indian coins which were 
in circulation in Bahrain ceas¬ 
ed to be legal tender from 1965 
and were replaced by a new 


inscRumencflfc 



INSTRUMENTATION LIMITED, KOTA 324 005. INDIA. 


SP SCUL BODQBr NUMBER 


593 


MARCH 7* 1975 



local currency. According to 
agreement with tire govern* 
ment of Bahrein the Indian 
currency exchanged witn the 
government of Bahrain and 
returned to the Reserve Bank 
of India has been transferred 
to the government of India 


and the amount so transferred 
was treated as a loan from the 
government of Bahrain to the 
government of India repay* 
able in sterling. This loan 
amounted to Rs. 7.86 crores. 
Gne-Uiird of the Loan amoun* 
ting to Rs 2.62 crores was paid 


Procodure for registration with D.G.S. & D. f 
New Delhi. 

OBJECT OF REGISTRATION 

The main object of registration of firms as approved suppliers is 
to facilitate the location of reliable sources of supplies of various items 
as and when demands are received from the several Indenting Depart¬ 
ments of the Government of India including Defence, Railways and 
Post and Telegraphs. It may also include purchases by the DGS &D 
on behalf of the State Governments and the Public Sector Undertak¬ 
ings. These purchases embrace practically all types of stores exclu¬ 
ding food-stuffs and live-stock. The annual purchases made through 
D.G.S. &D. extend over quite a few hundred crores of rupees. 

t. BENEFITS OF REGISTRATION: 

Firms registered with DGS&D enjoy the following benefits:— 

(i) Rate Contracts and Running Contracts are normally awar¬ 
ded to registered Arms only. 

(ii) Operational demands are normally reserved for supply by 
registered firms. 

(iii) Normally 80% of the quantity against express and urgent 
demands is reserved for supply by registered firms. Even 

# ordinary demands are mostly covered from registered supp¬ 
liers. 

(iv) Demands which arc not advertised are met from registered 
firms. 

(v) In case of advertised demands, copies of the notice are sent 
to registered firms, giving them advance information of the 
demands. 

(vi) The State Governments and Public Undertakings at their 
discretion waive the requirements of Security Deposit from 
firms registered with D.G.S. &D. 

(vit) Registration with DGS&D raises the firms' status in bus - 
ness not only with Government Departments but also with 
foreign firms and establishments. 

3. APPLICATION FORM 

All firms in India and in foreign countries are eligible for registration. 
The application must be made to DGS&D, New Delhi, in the pres¬ 
cribed application form. Indian firms (SSI Units and Non-SSI Units) 
may purchase application form from DGS&D,New Delhi or Director 
of Supplies & Disposals Calcutta/Bombay/Madras/Kanpur on payment 
of Rs. 5/- either at the counter or by Money Order, Application for 
registration in the prescribed form should be submitted alongwith a 
Treasury Ohallan for Rs. 50/- in respect of Non-SSI Units and Rs. 25/- 
in the case of SSI Units on production of certificate by the firms from 
the State Director of Industries or the NSIC authorities to the effect 
that the units are registered with them as bonafide Small Scale/Cottage 
Industry Units, indicating the Revenue Head of Account—Major 
Head—"057-Supplies and Disposals, Minor Head “Other receipts” 
and sub-del ailed Head "Other items". 

The above rates are also applicable in respect Of renewal of regist¬ 
ration. These rates will come into force w.e.f. 1 st April, 1975. 

4. CATEGORIES OF REGISTRATION. 

(i) Manufacturers. 

(ii) Sole Selling Agents/Sole Distributors of Manufacturers 
registered. 

(iii) Stockists (a) of Imported stores, 

(b) of indigenous stores such as Timber, Hides and 
Skins and Cotton Waste. 

(iv) (a) Foreign firms who are manufacturers, and 

(b) Accredited agents in India of foreign firms registered. 

It pays to get registered as approved supplier with the Directorate 
General of Supplies & Disposals. 

davp 74/495" 


oa Aoril 30. 1966. Tfc ba¬ 
lance is payable in ten equal 
annua] instalments commenc¬ 
ing Bom February 5,1967. 

XVI. Loans from Italy 

The government of Italy 
under an agreement signed in 
1966 offered a credit of 1250 
million Liras for the import of 
fertilizers from that country 
and. if required, for the pay¬ 
ment of the transportation ex¬ 
penses relating to them. The 
credit is repayable over a 
period of fifteen years in 25 
equal half-yearly instalments. 
Italy has also offered three 
debt relief credits amountingto 
12,625 million Italian Liras, 

XVII. Loans from Belgium 

The government of Bel¬ 
gium have so far extended nine 
credits for a total amount of 
1585 million Belgium Francs 
(inclusive of debt relief) for 
purchase of Belgium goods in 
connection with the develop¬ 
ment plans of the government 
of India. The loans are re¬ 
payable over a period of 17 to 
20 years and carry rate of in¬ 
terest between 2-3 per cent. 

XVIII. Loans from France 

The government of France 
have so far extended 19 cre¬ 
dits aggregating FF 1718 mil¬ 
lion. Twelve credits amount¬ 
ing of FF 1460 million are for 
import of raw materials, com¬ 
ponents and capital machinery 
etc, from France. The remain¬ 
ing seven credits for FF 258 
million are cash credits towards 
Debt Relief. The credits are 
repayable over a period of 10 
to 25 years. 

XIX. Loans from Hungary 

The government of Hun¬ 
garian People’s Republic ex¬ 
tended a credit of Rs 250 mil¬ 
lion (out of which an amount of 
Rs 75 million was earmarked 
as suppliers credit) on June 
15, 1966 to finance import 
of plant, machinery, equip¬ 
ment, etc. required for com¬ 
plete projects. The credits are 
to the extent of 85 per cent of 
the FOB value and are repay¬ 
able in 10 annual instalments 
after the shipment of last con¬ 
signment. 

XX. Loan from Bulgaria 

The government of Bui- 




a gredft^of r, 

..... oh May 2, 

1967 for the establishment 0 f 
various industrial enterprises, 
of which Rs 30 million repre* 
sent* suppliers’ credit. The 
credit is to the extent' of 35 
per cent to meet the cost of 
machinery of the F.O.B. value 
repayable in all equal yearly 
instalments commencing one 
year after the final shipment. 


XXI. Loan from Qatar 

Special Indian Rupees which 
were in circulation in the Gulf 
States of Qatar, Dubai c’c., 
were withdrawn by these States 
during 1966 and 1967 and re¬ 
turned to the Reserve Bank of 
India. The amount of thd 
rupee notes returned by these 
States aggregating Rs 12.87 
crores has been transferred in 
April, 1968 to the government 
of India repayable in sterling. 
One-fifth Of the loan amount¬ 
ing to Rs 2.58 crores was paid 
on the April 5, 1968. The 
balance is payable in eleven 
equal annual instalments com¬ 
mencing from January 1, 1469. 


XXU- Loan from Romania 
The government of Peo- 
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pie's Republic of Rumania 
have so far extended two credits 
forRs 455.9 million towards 
external assistance, designs, 
plant and machinery in the 
establishment of refinery atj 
Gauhati and for economic and 
technical cooperation. The 
credit assistance given in April,! 
1968 is to the extent of 85 per 
cent of the FOB value repaytj 
able in 10 equal annual instal¬ 
ments. 

XXUl. International Bank for 
Reconstruction & Development 

The IBRD has been grant¬ 
ing ioans for various develop 
ment projects in India sin 1 
1949. The aggregate value ol 
the loans to the central govt 
direct is $ 673.31 million and 
comprise of loans for the Rail 
ways. Agricultural Machr 
nery Project, th£ DVC. th< 
Koyna Project in Maharashtra 
State, development of private 
collieries (coal Industry*! 
Kothagudem Stage II Project, 
in Andhra Pradesh, construct 
tion of transmission lines m 
various state electricity bo9«| 
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^ With Hearty Greetings from 

TAMIL NADU SMALL INDUSTRIES DEVELOPMENT 
CORPORATION LIMITED, MADRAS. 

A unique Threshould for the Small Scale Industrial Enterpreneurs dedicated for their prospects with 
its following assistance programmes:— 

1- Effective Procurements and Distribution of Scarce raw materials. 

2. Providing machinery and Industrial sheds for Hire Purchase system. 

3. Offering Technical Feasibility Reports. 

4. Assisting marketing and export programmes. 

Entrepreneurs and Technocrats: 

Chalk out plans for your industrial undertakings SIDCO is ready for assistance to realise your dreams. 
Approach its Registered Office or its Branch Offices for full particulars. 

Branches at VELLORE, TIRUCHY, COIMBATORE, MADURAI, TIRUNELVELI, 

DHARNAPURI, TANJORE, SALEM, RAMNAD at MADURAI. PUDUKKOTTAI. 


i 

$ 


Central and Registered Office : 

TAMIL NADU SMALL INDUSTRIES DEVELOPMENT CORPORATION LIMITED 
122, ANNA SALAI. MADRAS - 6. 




r 


\ 

l 


TELEGRAM: BHARCOMIND NEW DELHI 


Tele No. 385721 (Secretary—Direct) 
385743 (Sales and Liaison) 
385710 (General) 


BHARAT COMMERCE AND INDUSTRIES LIMITED 

Regd. & H.O.—Surya Kiran, 5th Floor. 19 Kasturba Gandhi Marg, New Delhi-110001 


Manufacturers of: 

Staple Fibre, Cotton, Fancy & Synthetic yarns in various blends 
and Nagda suitings — The Trend Setters 

Mills at:- 

Nagda, Thana, Rajpura, Nanjangud. 


^CUL BUDGET NUMBER 
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MADRAS PORT 

AN IDEAL PORT ON THE EAST COAST OF INDIA 
BEST SUITED TO YOUR CHOICE 


ENSURES 

SAFE. QUICK AND ECONOMIC HANDLING CARGO 

FACILITIES OFFERED 


4 sheltered harbour 
4 no tidal restrictions 
4 round the clock navigation 
+ modern cargo handling equipments 
4 wide aprons 
4 Spacious warehouses 


4 special storage for hazardous goods 
4 fumigation facilities 
4* bulk storage for edible oils 
4 heavy lift handling 
4 quick turn-round of ships 
4 moderate charges 


CONTACT 


MADRAS PORT TRUST 

SOUTH BEACH ROAD 
MADRAS-600001 
INDIA 


Telex: 041-331 


Cable: PORTRUST 
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•nd agencies, expansion of 
tek-conimunicatwns and for 
javclopment of seeds in Tarai 
Region of UP etc. (some of 
hese loans have already been 
repaid.) The World Bank ope¬ 
rates on commercial basis and 
the interest is intended to 
paver its cost of borrowings, 
yhc interest rates vary between 
7.8 per cent. The period of 
loans varies from 10 to 30 years 
generally. 

XXIV. International Develop¬ 
ment Association 

The International Develop¬ 
ment Association (IDA) an 
affiliate of IBRD has been 
providing capital to develop¬ 
ing countries on terms 
which are more flexible and 
hear less heavily on then 
balance of payments posi¬ 
tion. It has up to the end of 
December. 1974 extended cre¬ 
dits 10 the government of India 
totalling S 3015.1 million for 
various capital projects such as 
construction of National High¬ 
ways, Irrigation and Power 
Projects including those for the 
DVC and Koyna Project, 
Drainage Project, Development 
ofBombay Port, Development 
of Telecommunications, Indus¬ 
trial Imports, Railway Projects, 
Power Transmission, Agricul¬ 
tural Credit Projects in diffe¬ 
rent States, Cochin II Ferti¬ 
lizer, Wheat Storage and Agri¬ 
cultural Aviation, Gorakhpur 
Fertilizer Expansion, Agricul¬ 
tural Marketing, Population, 
"hipping and Education Pro¬ 
mts and Calcutta Urban Deve¬ 
lopment Project etc. These 
credits are repayable in 80 
semi-annual instalments, re¬ 
payment commencing after a 
moratorium, of 10 years. These 
carry no interest but only a 
Service Charge of § of one per 
<*nlp.a. to meet administra¬ 
tive cost. 


:iu 

I 


XXV. MisceiUneous Credits 

The repayment of miscella¬ 
neous credits would amount to 
Rs.3.10 crores duting 1974- 
^80^5 0.94 crores during 

XXVI. New Credits 

In addition to the various 
" a 1 DS mentioned above, dra- 
? a s from' dew credits are 

^^BUBQBT NUMBER 


expected to amount, io Rs. 
248.05 crores during 1975-76. 

B—Grants 

I. Assistance under the 
Colombo Plan 

Assistance under the Co¬ 
lombo Plan, in the form of 
equipment, materials, etc. and 
services of experts, is received 
mainly from Australia, 
Canada, Japan, New Zealand 
and the United Kingdom. 
This includes grants in kind in 
the shape of raw materials 
for industry, equipment for 
dairy development, equipment 
for College of Engineering, 
Delhi, Tea Research Associa¬ 
tion, Central Mechanical En¬ 
gineering Research Institute, 
Tata Memorial Centre, Post- 
Graduate Institute of Medical 
Research, Chandigarh, Indian 
Institute of Technology, Jawa- 
harlal Institute of Post-Gra¬ 
duate Medical Education and 
Research, Pondicherry, non¬ 
project non-commodity im¬ 
ports for private sector, etc. 
Assistance is also currently 
being received from Australia 
for sheep breeding farm at 
Hissar, and Barapetta and for 
the Modern Bakeries (India), 
Ltd. Japan is providing assis¬ 
tance for the Dandakaranya 
Agricultural Development Pro¬ 
ject and also in the field of 
Leprosy Control. 

Canada is assisting India 
for importing modern mining 
technology to miners at the 
Khetri Copper Project, Rajas¬ 
than. They are also assisting 
in equipping National Institute 
of Oceanography’s first Ocea¬ 
nographic Research Vessel 
Gaveshani. The UK govern 
ment have agreed to assist 
India through the Indo-UK 
Dry land Farming Project at 
Indore. The assistance for 
this project will comprise of 
expert services and equipment 
spread over a period of five 
years. 

II. Assistance from the USA 

Grants Under PL 480 

A sum of Rs 16.40 crores 
being the unspent balance in <. 
the ‘Transition Account’ of US : 
government in the Public Ac- \ 
count was transferred to the 


Consolidated Account of tndia 
in July, 1974 hail been reckoner 
as a grant receipt in the RE 
1974.75, No grant is expected 
during 1975-76. 

Grants from US Aid 

US Aid had extended in 
June, 1970, a grant ^of *20 
million for Family Planning 
Programe. An amount of *1.70 
million was available under 
this grant and has been fully 
utilised during the year 
1974-75. 

III. Assistance from the 
Sweden, Norway, Federal Re¬ 
public of Germany New 
Zealand, Ireland and Denmark. 

Under an agreement signed 
in May, 1972, Sweden is 
supplying free of cost . 20,000 
tons of paper valued at Rs 35 
million. The sale proceeds 
of the paper are to be utilis¬ 
ed for development schemes 
included in the five year 
Plan. Sweden is also pro¬ 
viding the services of Swe- 


experts, equipment and 
supplies and training awards 
for Indian personnel sent for 
training in Sweden. A sum 
dr Rs 59 lakhs and Rs 30 
lakhs has been assumed as 
assistance in 1974-75 and 
1975-76 respectively. 

The government of Norway has 
proposed to provide develop¬ 
ment assistance to the extent of 
N. Kr. 160 million during the 
period 1973 to 1976 in various 
fields such as development of 
fishing industry. Post Partum 
Programme / Mother - Child 
Health Programme, supply of 
fertilisers and other equip¬ 
ments for fisheries. Details 
of the proposals will be work¬ 
ed out from time to time bet¬ 
ween India and Norwegian 
authorities. 

Federal Republic of Ger¬ 
many continued to extend 
technical assistance in the 
shape of equipment, mate¬ 
rials and services of experts 
to the various Indo-Ger- 
man projects in the country 


bVVVVVWVVVVWWWViVVVVVWVVVVVVVVVWVVUVVVV,^ 


TO MEET HER HALF-WAY 


The capital of Andhra Pradesh — Hyderabad — has in recent 
years become the focal-point of vigorous industrial development, south ■ 
of the ageless Vindhya* The location of many a prestigious project 
like the Bharat Heavy Electricals, the Indian Drugs and Pharmaceuti¬ 
cals, a unit of the Hindustan Machine Tools, the Electronics Corpo¬ 
ration of India, and the HindustanAeronautics to mention a few of the 
central Public Sector units and the Republic Forge Company and the 
lndo-Nippon Precision Bearings in the State Public Sector, besides . 
numerous projects in the joint and the private sectors, testifies to the* 
growing attraction of Hyderabad for the location of new industrial 
ventures. 

During 1973-74, the Government of India have granted industrial 
licences for fifty industries — in the large-scale sector — involving a 
total outlay of Rs. 161.67 crores, with an employment potential of 
17,000 persons. Indeed, this represents a substantial progress consi¬ 
dering the fact that during 1972-73 licences were given to 60 industries 
involving an investment of Rs. 67 crores. 

Andhra Pradesh extends a warm welcome to entrepreneurs to break \ 
fresh ground here. Today in this State opportunity is looking out 
for men- It is hoped there will be enough people to meet her half-way* 

THE DIRECTOR OF INFORMATION 
AND PUBLIC RELATIONS 
GOVT. OF ANDHRA PRADESH. 
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and facilities for graining 
of Indian nationals 4n various 
technical fields in West Ger¬ 
many. A sum of Rs 2.56 
crores towards the cost of 
TV equipment to be received 
In 1975-76 has been assumed 
in the budget of 1975-76. 

The government of Ireland 
have provided cash assistance 
to meet the foreign exchange 
cost of the import require¬ 
ments of the Regional Sophis¬ 
ticated Instrumentation Centre 
at the IIT, Madras to the ex¬ 
tent of £ 150,000 in 1974-75. 

The government of Denmark 
continues to provide consi¬ 
derable assistance for Animal 
Husbandry Project in India, 
Cancer Control Project in 


Kerala and fool Room Projects 
in Bangalore. The development 
assistance for new projects 
would be for the setting up 
of an Abbatoir in Mysore and 

’or PTC Leather Project. 

+ 

Governments of Denmark 
ana New Zealand have also 
provided assistance by way 
of equipment and frozen semen 
for production of high yiel¬ 
ding cross-breed milk cattle 
in large number in selected 
mi Ik-shed areas and intensive 
cattle development project 
areas by intensive cross-breed¬ 
ing of local cows with use of 
imported semen from superior 
bulls of breeds like Jersey, 
Holstein etc. and for streng¬ 
thening the activities of Frozen 
Semen Bank, Hessarghatta and 
supply to cattle breeding units 


in ditferept stitets—Rf lS lakhi 
from Denmark and Rs 10 
lakhs from New Zealand have 
been assumed as their assist 
iance in 1975-76. 

IV. Assistance from Canada 

Grant assistance from 
Canada to be received during 
1974-75 would amount to C$ 
41.70 million consisting of (i) 
commodity assistance in the 
form of supply of rapesecd/ 
oil worth C# 16.70 million 
and (ii) wheat worth C$ 25.00 
million. Grant assistance 
during 1975-76 is expected to 
be of the order of C$ 15.20 
mililon, consisting ofCS 15.0 
million for rapeseed/oii and 
C$ 0.20 million to cover the 
costs of the supplier's assis¬ 
tance in the installation and 
commissioning of the equip¬ 
ment in the Kundah power* 
houses (Stage IV Extension). 


V*m 

Programme (UNDP)* & & 
form of provision of the set 
vices Of experts and equipme* 
and training facilities ft 
Indian personnel abroad, 

2. Technical' _ assistant 
was earlier received iron 
UNDP on project to projeo 
basis. However, with effect fron 
January 1,1972 a new sysien 
of “Country Programme" has 
been introduced. This invol- 
ves a time-framed programme 
approach and the programming 
of ; UNDP assitance at the 
country level on the basis of 
an Indicative Planning Figure 
constituting an order of ma$ 
nitude of the resources ex¬ 
pected to be available from 
UNDP during the period cove¬ 
red by the Country Program¬ 
me. 


I 

i WITH BEST WISHES FROM 

i The Oriental Fi re & General Insurance Co. Ltd. 

1 (Subsidiary of General Insurance Corpn. of India) 

1 Registered Office: 

Jecvun Udyog, Asaf Ali Road, New Delhi. 
PREMIUM INCOME IN 1974 EXCEEDS Rs. 65 
CRORES. 

ALL CLASSES OF GENERAL INSURANCE BUSINESS 
TRANSACTED. 

REGIONAL OFFICES 
AT 

BOMBAY, DELHI, CALCUTTA AND MADRAS 
AND 

55 DIVISIONAL OFFICES 
AND A NET-WORK OF BRANCHES IN INDIA 
ALSO FOREIGN OPERATIONS 
IN 

Kathmandu (Nepal) Hong Kong 


Kuala Lumpur (Malaysia) 
Penang (Malaysia) 
Singapore 

Dubai (Arabian Gulf) 


Hong Kong 
Kabul (Afghanistan) 
Kenya 
Kuwait 
Mahc-Seychelles- 
(Vicloria) 
Mauritius 


ORIENTAL FOR SERVICE 
AND 

OVERALL PROTECTION 


Credit for Rs 13.74 crores in 
the revised and for extinates 
Rs 12.54 crores in the budget 
extinates for 1975-76 on this 
account has been assumed on 
the revenue side. 

V World Bsnk/SIDA 

Under an agreement with 
International Development 
Association (IDA) and SIDA 
signed on June 14, 1972 a 
grant of$ 10.6 million from 
SIDA and a credit of S 21.2 
million from IDA will be 
made available for the India 
Population Project for inten- 
siefiation of Family Planning 
Programme, Rs. 2.03 crores 
and Rs 2.10 crores respectively 
have been assumed in RE 
74-75 and BE 75-76 on this 
account. 

V. UN and EEC 

Assistances to the extent 
of Rs 20 crores from EEC 
in RE as well as in BE 75-76 
and Rs 23 crores from UN 
in 75-76 are expected to be 
received as emergency relief 
for the most seriously affected 
developing countries. 

VII. Assistance under the 
United Nations Development 
Programme (UNDP) 

Technical assistance is re¬ 
ceived by India' under the 


3. The UNDP at its gov¬ 
erning council session held in ; 
June, 1972 has approved the 
Country Programme for India, 
with an Indicative Planning 
Figure of $ 50.00 million (or 
five-year period 1972—76. The 
actual deliveries received in 
1972 and 73 amounted $14,5 
million. The UNDP projects 
in pipeline, awaiting approval 
are in the order of $ 16.37 
million. 


VIII. Other Assistance 1 

The Ford Foundation,m 
private non-goyernment Pirn 
anthropic Organisation, ha. 
been providing assistance K 
India's development activity 
coinciding with five 
Plans The assistance, is j 
the form of training of pro.wf 
personnel abroad, provision o 
equipment not indigenous! 
available and also in sold 
cases o‘f experts. Grants worth 
12.29 million this year and 
$ 2 million next year are ex¬ 
pected to be received. Amis- 
taace is also received fro" 
certain specialised agencies a 
the United Nations Org* 
sation such as United Natnx 
Technical Assistance Adminis¬ 
tration, United Nations Spj 
cial Fund, United Natiotj 
Children's Emergency F*H 
«tc. m 
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Created in 1966 to establish a solid infrastructure for international 
tourism, 1TDC is today the largest accommodation chain in the country—-the 
only organisation with nation- wide facilities stretching from deluxe hotels to 
inexpensive Travellers Lodges. ITDC’s transport network is co-extensive 
with this, the only one operating throughout India. Publicity and publication 
services by JTDC support tourism promotion activities abroad and at home. 
Ancillary facilities include entertainment and Duty Free Shops. 


A Reviewl969-74 



1969-70 

1970-71 

1971-72 

(Rs ih lakhs) 

1972-73 1973-74 

Financial Aspects Paid-up capital 

237,91 

596.84 

721.84 

901 84 

1051.84 

Grots Block including 
Capital-work-in-progress 

163.61 

1001 04 

1270.84 

1646.69 

1954.33 

Turnover 

111.21 

565.13 

655 80 

934 46 

1088.55 

Gross Profit 

11.71 

11001 

11856 

187 94 

217,82 

Net Profit 

2 .6b 

22 96 

1.69 

2(5 89 

38 16 

Gross Return on 

Equity Capital 

4.92% 

18.43% 

16.42% 

20.84% 

20.71% 

Estimated Foreign 

Exchange Earnings 

25.00 

295.00 

310.00 

420 00 

526.00 

Internal Resources 
Generated 

9,07 

72 96 

95.29 

146 07 

159 94 

Physical Aspects Accommodation 

Rooms 

135 

1251 

1505 

1718 

1816 

Transport 

Cars & Coaches 

71 

140 

150 

204 

205 

Sound & Light Shows 

1 

1 

1 

3 

3 


Fourth Plan Highlights 

• Foreign exchange earnings estimated at Rs. 15 crores. 

• Plan utilization 96% of ITDC's Rs. 12.77 crore outlay. 

• New Accommodation 

11 new units. 600 new rooms at Akbar Hotel, Qutab Hotel, New Delhi; Hotel 
Ashoka, Bangalore. Kovalam Grove; Temple Bay, Mahabalipuram, Varanasi 
Hotel: Khajuraho Hotel; Laxmi Vilas Palace Hotel, Udaipur: Aurangabad 
Hotel; Hassan Motel; Jammu Motel. 

• More Transport 

15 new units at Jaipur. Patna. Madras. Srinagar, Khajuraho. Aurangabad. Hyderabad. Agra. 
Bombay. Udaipur. Bodhgaya, Bangalore. Kovalam. Calcutta and Varanasi. Fleet 
strength 205. 

• Two new Sound & Light Shows : Sabarmati Ashram, Shalimar Gardens. 

• A new Duty Free Shop at Madras. 


Achievements 1973-74 


J 


Turnover up from Rs 934.46 lakhs in 1972-73 to Rs 1088.55 lakhs in 1973-74. 
Net profit up from Rs 26.89 lakhs to Rs 38.16 lakhs. 


Foreign exchange earnings rise from Rs 420.00 lakhs to Rs 525.00 lakhs. 


HOTELS 
New Delhi 
Ashoka Hotel 
Akbar Hotel 
Outab Hotel 
Hotel Janpath 
Hotel Ranjit 
Lbdhr Hotel 


Aurangabad 
Aurangabad Hotel 
Bangalore 
Hotel Ashoka 
Calcutta 
Airport Hotel 

Khajuraho 
Khajuraho Hot?* 


Mysore 
Lahtha Mahal, 
Palace Hotel 

.Udaipur 
'Laxmi Vitas 
Palace Hotel 
Varanasi 
Varanasi Hotel 


BEACH 

RESORTS 

Kovalam 
Kovalam Palace 
Hotel 

Kovalam Grove 
Mahabalipuram 
Temple Bay 


MOTELS CAR RENTAL 

Hassan & TOURS 

Hassan Motel Agra • 

sr 

Plus 15 Travellers Bombay 
Lodges around the Calcutta 
country. Hyderabad 

Jaipur 


Khajuraho 

Kovalam 

Madras 

Mysore 

New Delhi 

Patna 

Srinagar 

Udaipur 

Varanasi 
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Do You Know 

k, 

i) that different speetes of wood, hitherto used only as firewood, 
are now used as raw material in the manufacture of RAYON* 
GRADE PULP? 

ii) that GWALIOR RAYONS, MAVOOR, was the first and 
foremost to find out the suitability of such species of wood 
for the manufacture of Rayon*gradc Pulp ? 

iii) that MURUKKU (Erythriua Indica) and UPPOOTHY (Maca* 
ranga Peltata), among those woods, are outstandingly good 
as raw material for Pulp ? 

iv) that GWALIOR RAYONS, MAVOOR, will be pleased to 
receive offers for such species of wood for producing Rayon* 
grade Pulp? 


Contact 

THE GWM.I0R RAYON SILK IE6. (WIG.) CO. LTD. 

(PULP DIVISION) 

Birlakootam - MAVOOR - Koihikode Ot. 
KERALA 

Grams . "WOODPULP" Calicut Telex: 084-210, Phones : 3973 & 3974 (Calicut) 

St & 52 (Mavoor) 
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Annexure 1 


External Anfttance 

(Statement of Receipts) 

(Ift lakhs of Rupees) 


Details of Loans 

Amount 

of 

loans 

authorised 

Actuals 
up to 
i 965-66 

Actuals 
up to 
1968-69 

Actuals 

1969-70 

Actuals 

1970-71 

Actuals* Actuals 
1971-72 1972-73 

Actuals 

1973-74 

Revised Estimat- Budget 
1974-75 cd ba- 1975-76 
lance as 
on 31-3-75 
at post 
devaluation 
rate of 
exchange 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 n 

12 

—_ — 


COUNTRIES 







~Loans from U.S.A.: 











(/) American Wheat Loans 

90,31 

90,31 

... 

... 

... 

... 

... 

... 

... 

*** 

(,/l Development Assistance Loans 

61,91 

61.91 




... 

... 

... 

... 


(, ft ) D.L.F./A.I.D. Loans 

1K.93.12- 

6.65,28 

6,24,98 

1,11,42 

1,84,87 

1,52.54 

37,93 

63,00 

30,56 47,22 

9,82 

(,v) Asian Economic Development Fund Loan 

8,74 

8,46 

39 





... 

... ... 


(v) P.L. 480 Rupee Loans 

15.24,00 

5,28,85 

7,71,40 

60,50 

50,00 

,.. 

12,12 


M( g # @ 


(vi) P.L. 480 Convertible Local Currency Credit 

3,30,35 


1.03,88 

62,00 

44,40 

1,03,09 

4,46 




(v,7) IJ.S. Export Import Bank Loans : 











(a) First Loan 

71,43 

71,43 



... 

... 

... 


... ... 


( b) Second Loan 

23,81 

23,81 




... 


... 

... 


(r) Third Loan 

11,90 

11,90 


... 

... 

... 

... 


... ' 


(<{) Fourth Lnan 

11,90 

3,36 

12,84 








It;) Credit for Diesel Loco Works, Varanasi 











<1 Tranche) 

9,05 

8,71 

75 


• -» 

• * * 





if) Credit for Diesel Loco Works, Varanasi 











(H Tranche) 

8,10 

7,29 

1,28 

... 

... 

... 

... 

• -« 

• • * a|| 


{$) Credit for Diesel Loco Works. Varanasi 











(III Tranche) 

9,57 


9,64 

4 


... 

... 

... 

... ... 


(h) Fifth Loan 

15,00®. 

... 


4,02 

10.98 

... 

... 

... 

... ,,, 


(t ) Loans to Air India : 











First Loan 

2,29 

2.29 

... 


... 

... 





Second Loan 

4,53 

4,53 

... 

... 

... 

... 


... 

... ... 

... 

(/) Sixth Loan 

11,25 (ft) 



... 

91 

9,67 

... 


... * ... 

• • * 

(r/77) Debt Relief 

21,86m 

... 




... 


... 

• • • >M 

... 

(lx) Debt Relief (1974-75) 

33,75m 


. . . 

... 


... 



33,75 











4.81(b) 

80(b) 

Total 

41,42,87 

14.88,13 

15,25,16 

2,37,98 

2,91,16 

2,65,30 

54,51 

63,00 

69,12 47.22 

JO,62 

1. Loans from U.S.S.R. ; 











(0 Bhilai Loan 

64,74 

64,74 


... 


... 

... 


... 

, 19 

{ih Industrial Enterprises 

59.53 

44.51 

1,99 

36 

30 

21 

1 

1 

1 20,72 

5 

0«) Drugs Credit 

9,52 

9,4C 

8 


... 




"• ... 


(*Vi Barauni Credit 

11,91 

11,31 

55 


... 

1 

... 

... 

••• ... 


O’) 337 5 million Rouble Credit 

L78,58 

1,33,55 

23,60 

3,2 

11.4 

61 

56 

69 

1,50 38,17 

2,00 

(»■/) 112 5 million Rouble C v edit 

59,53 

18,49 

24,54 

2,14 

3,26 

1,07 

2,64 

10,72 

5.00 

5,00 

(«*) Bokaro Credit 

1,05,82 


72,08 

43,53 

31,18 

8,44 

4,28 

87 

1,20 5,08 

1.20 

.««) 300 million Rouble Credit 

2,50,00(<' 


13,64 

48 

87 

3,69 

1,03 

1,50 

8,CO 2.20,80 

12,CO 

Total 

7,39,63 

2,82,06 

1,36.48 

49,55 

36,75 

14.03 

8,52 

13,79 

15,71 2,84,77 

20,25 

MJ.K. Credit*: 











0 U.K. Government Loans : 











(0 Durgapur Credit 

20,00 

20,00 

... 

... 

... 

... 

... 

... 

,,, ... 

... 

(i/) Second E-C.G.D. Credit 

38,00 

38,00 


... 


... 


... 

... 


(Hi) U.K. India (Oil Pipe Line) Credit 

4,00 

4,00 

... 

... 

... 

... 

... 

... 

... 

**• 

(iv) U.K. India (General) Credit, 1959 

25,33 

25,33 

... 


... 

... 

... 

... 

... 


(v) First U.K. India (General) Credit, 











1960 

13,33 

13,33 

... 

... 

... 

... 

... 

... 

. . . . . . 

' 

(W) Second U.K, India (General) Credit, 











1960 

6,67 

6,67 

... 

... 

... 

... 


... 

... 

••• 


Rs. 8,99*00 ialchi at pre-devaluation rate of exchange and Rs. 9,94, J 2 lakhs at post-devaluation rate of exchange. 

iOTES : (/) Figure shown under Columns 2 to 4 of this statement are at pre-rupee devaluation rate (except where otherwise specified) and figures in 
latet columns are at post-rupee devaluation rate. 

(if) Figure* shown in Columns 2 to 10 are departmental actuals. 

#atposMe^i|uation rate of exchange. 

Kb) Exchange variations. 














2 


3 


5 


6 


7 


■jfi 


(w'O First U-K. India (General) Credit, 

1 96 1 

(v/w) UK. India (Five-Year *?lan) Credit, 

(ix) Second U.K. India (General Credit, 

1961 

(x) First U.K, India (General) Credit, 

1962 

(*/) UK. India (Ourgapur Extension) 
Credit, 1962 

(xii) Second U.K. India (General) Credit, 
l%2 

(xiii) U.K. India (Five-Year flan) Credit, 

1962 

(xiv) UK. India (Steel) Credit, 1963 
(at) First U.K. India (General) Credit, 

1963 

(xvi) Second U.K. India (General) Credit, 

1963 (Kipping Loan l) 

(xvii) First U.K. India (General) Credit, 

1964 

(xviii) First U.K. India (Bhopal) Credit, 

1964 

(vix) First U.K. India (Five Year Plan) 
Credit, 1964 

(xx) Second U.K. India (General) Credit, 
1964 

(xxl) Second U.K. India (Five Year Plan) 
Credit, 1964 (Oil India Ltd) 

(xxii) t hird ,U.K. India (Five Year Plan) 
Credit, 1964 

(xxiii) Fourth U.K. India (Five Year Plan) 
Credit, 1964 

(xxiv ) T hird U.K. India (General) Credit, 
1964 (Loan II) 

(amt) Fifth UK. India (Five Year Plan) 
Credit, Kipping J 964 (For Singare- 
ni Collieries) 

(xxvi) Second U.K. India (Bhopal) Credit, 

1964 

(xxvii) Sixth UK. India (Five Year Plan) 
Credit, 1964 

(xxviii) First U.K. India (General) Credit, 

1965 

(jca/a) U.K. India (Five Year Plan) Credit, 
1965 

(aaa) Second U.K. India (General) Credit, 
1965 

(iw.vO U K. India (General Purpose) Loan, 
1965 

(xxxii) U.K. India (Non-Project) Loan, 

1965 (Ul Kipping Loan) 

(xxxiii) U.K. India Food Emergency Loan, 

1966 

(xxxiv) First U.K. India (Bhopal) Loan, 

1966 

(,vxn) U.K. India (General Purpose) Loan, 

1966 

(a v vr/) First U.K. India (Non-Project) 

Loan, 1966 (IV Kipping Loan) 

(xxxvii) Second IJ.K. India (Non-Project) 

' Loan, 1966 

(xxxvtii ) Second U.K. India (Bhopal) Loan, 

1966 

{xxxix) U.K. India Sindri loan, 1966 
(v/) U.K. India Non-Project Loan, 1967 
(V Kipping Loan) 

(v//) U.K. India Debt Refinancing and 
General Purpose Loan, 1967 
(xlii) U.K. India General Purpose Loan, 
1%7 

Cv////> U.K. India General Purpose Loan, 
1968 

(xiiv) U.K, India Debt Refinancing Loan, 
1968 

(xiv) U.K. India—Capital Investment 
Loan, l%8 

(jc hi) U.K. India -Non-Project Loan, 

1968 (VI Kipping Loan) 

(xlvii) U.K. India—Mixed Project Loan, 

1968 
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India Foils at work 



The Big Little Help 
in The Packaging industry 


The food and dairy, 
pharmaceutical, 
toiletry and 
cigarette industries 
rely on foil 
packaging— 
to protect products 
and please customers. 


All those products up there have 
one thing in common : aluminium 
foil. Aluminium foil used either 
as a wrapper or pouch, bottle cap 
or tagger top. helps keep the 
products fresh, tasty and 
wholesome. 

Aluminium foil comes from India 
Foils—the people who pioneered 
and developed the foil industry 
in this country by discovering new 
and improved uses of foil. 

Right from the start. India Foils 
put their research, skill, knowledge 
of Indian conditions and 
know-how of the latest foil t 

technology to work—developing * 

new directions in packaging. 


Aluminium foil today performs 
a variety of packaging functions 
in a wide range of industries. 



India Foils 
Limited 

(incorporated in Greet Britain. 
Debility of Members Limited) 

4, Mango* Lane. Celeune-1 
Calcutta Bombay New DatW 
iongafme Coohia 
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THIS IS DCORANK TODAY: 

Helping people to hdp 

themsaws-profitaMy 



In keeping with our national 
aims and aspirations, UCOBANK 
has crossed over from being a 
traditional bank to a bank with 
firm social commitments. 

The organisational set-up is 
going through radical changes 
where decision-making will be 
further de-centralized. 

Here, we tell you some new 
dimensions of UCOBANK. 


THIS IS UCOBANK TODAY 
taking hanking 
facilities to the 
doorstep. 

A rapid expansion of 
branch network has made 
us over 740 branches 
strong in this country. And 
we have a programme to 
open many more in the 
ft •. W near future. 

United . 



THIS B UCOBANK TODAY 
helping to 
nnt nrilliea bands 
to work. 



> "Half-a-miflion job 
cell” baa been set 
up at UCOBANK’* 
headquarters to help you 
analyze feasibility and project 
studtes,capitat goods purchase etc. 


Commercial Bank 


IK Hdphig p eople to 1 

IBCHBCWB8 yl-Mwy 


toMp 
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(xbiiO 
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(th) 


1968 

U.K. India—Loan for I.C.I.CX 

1968 

U.K,—India Debt Refinancing 
Loan.1969 

U.K.—India Maintenance Loan. 

1969 

U.K.—India Capital Investment 
Loan, 1969 

U.K. India—India Mixed Project 
Loan 1969 

U.K.—India Mixed Imports Loan, 
1969 (VII Kipping Loan) 

( Iv ) I.CI.C.L Loan, 1969 
(hi) First Maintenance Loan, 1970 
(Ivii) Second Maintenance Loan, 1970 
(Iviii) Durgapur, 1970 
(lix) Debt Relief Loan, 1970 
(lx) Mixed Project Loan, 1971 
Oxi) Vlltth Kipping Loan, 1971 
(Ixii) Capital Investment Loan, 1971 
UxW) I.C.I.C.I. Loan, 1971 
(Ixiv) Mixed Project Loan, 1971-72 
(jxv ) Capital Investment Loan, 1971-72 
(ixvi) Debt Refinancing Loan, 1971 
(Ixvii) Maintenance Loan, 1971-72 
(Ixviii) Debt Relief, 1971-72 
(Ixix) Mixed Project Loan, 1972 
( Ixx ) Maintenance Loan, 1972 
(ixxO Capital Investment Loan, (£ 14 mil¬ 
lion) 

(Ixxii) Mixed Project Loan (£ 18 million) 
(Ixxiii) Maintenance Loan, 1973-74 (£ 35 
million) 

(Ixxiv) Debt Relief (£ 8 million) 

(Ixxv) Capital Investment Loan 1974 
(£ 2 million) 

(Ixxvi) Maintenance Loan II of 1974 
(£ 30 million) 

(fxxvil) Debt Relief for 1974-75 
(£ 9 4 millions) 

Uxxviii) Mixed Project Loan 1974 
(£ 22 million) 

(/>) Lazard Brothers 
lc) Barclays Bank 

Total 


VI -Loans from Canada 
(0 Wheat Loan 

(//) Rana Pratap Sagar Hydro Electric 
Project 

(Hi) Diesel Locos for Indian Railways 
(iV) Rajasthan Atomic Power Project (Candu 
Atomic Power Projxt) 

(v) Wind Tunnel Project 

(vi) Durgapur Alloys Steel Project (Amco 
Furnace) 

(vii) Indalco Expansion 
(vi70 Kota Dam Hydro Electric Project 

(ix) Development loans: 

(a) Diesel Locos for Calcutta Port, 1966 
(h) Diesel Locos for Railways, 1966 

(c) Geological Survey of India, 1967 

(d) Iddiki Hydro Electric Power Pro¬ 
ject, 1967 

(e) Purchase of Fertiliser and Fertiliser 
Material, 1967 

(/) Purchase of Industrial Commodity, 
1967 

Qr) Non Project Development Loan, 
1967 

(h) Non Project Non-Commodities 
Loan, 1.968 

(0 Industrial Commodities Credit, 1968 

post-devaluation rates of exchange, 
ft) Exchange variations. 

SPECIAL Btj&OBT NUMBER 
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(j) FfcrtilizjeaK^edit, 1968 

(k) FertUfeier Credit, 1969 

(/) Non-Project Non-Commodity Loan 

1969 

(m) telecommunication Equipment for 
P&TJ969 

(i») Non Project Commodities Loan, 

1970 

(o) Non Project Commodities Loan, 

1970 

(p) Purchase of Components for D.L.W., 
Varanasi 

I Rajasthan Atomic Power Project IT 
) Oil & Natural Gas Commission, 197* 

(in three tranches C S 12 million) 

) Purchase of Commodities, 1971 
) Purchase of Equip./Machinery, 1971 
and 1973 

> Fertilizer Bulk/Handling facility at 
Kandla 

» Non-Project Loan, 1972 
I Second Satellite Earth Station 
\ Synthetic Rubber Project 
I Fertilizer Loan, 1973 
) Tamil Nadu Electricity Board, 1973 
l Non-Project Loan, 

) New Potash Agreement 1974 


V*~Loans from Federal Republic of Germany : 

**(i) D.M. 660 million Rourkela Credit 
**(//) D. M. 168 million credit 
070 First D. M. 125 • I million Credit 

(iv) Second D.M. 125 1 million Credit 

(v) D. M. 98 -36 million CrediU-Rour- 
kela Prolongation Credit (First) 

(vi) D. M. 230 million Credit, 1961— 
Rourkela Prolongation Credit 
(Second) 

(v/i) D. M. 70 million Credit, 1961 
iv///) D. M. 170 million Credit, 1961 

(ix) D. M. 85 million Credit, 1962— 
Rourkela Prolongation Credit 
(Third) 

(x) D. M. 100 million Credit, 1962 
(x/) D. M. 264 million Credit, 1964 
(xii) D. M. 400 million Credit for Rour¬ 
kela Repayments 

(xii 0 D. M. 61 -4 million Credit for 
Rourkela Steel Plant 
(xiV) D. M. 40 million Credit, 1964 

(xv) D. M. 28 1 million Credit, 1964 

(x vi) D, M. 90 million Credit, 1965 
(xvii) D. M. 55 million Credit, 1965 
(xviii) D. M. 40 million Credit, 1965 

(Selected Project I) 

(xix) D. M. 93 6 million Credil, 1965 
(Consolidation of Rourkela Liabi¬ 
lities) 

(xx) D. M. 10 million Credit, 1965 (Ex¬ 
tension of Ncyveli Mining Scheme) 

(xvi) D. M. 6 *4 million Credit, 1965 


(Coal Washery, Sawang) 

(xxii) D. M. 23 *5 million Credit, 1966 
(Commodities V.) 

( xxiii ) £>. M. 7 *25 million Credit, 1966 
(Telco Tool Factory) 

(xxiv) D, M. 18 million Credit, 1966 
(Ind an Railway I) 

(x.nO D. M. 60 million Credit, 1966 
(Commodities V) 

(xxvi) I). M. 12 million Credit, 1966 


(Ind an Railway 1) 
v) f>. M. 60 million Credit, 1966 
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1 , 21 * 

5 , 20 * 

6,94* 

275* 

34,69* 
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11 87 

17,74 13,30 


27 1,25 69 

3,65 

28 

44 4,18 3,7, i 

3,89 
77 

17,34 6,73 6,73 

5,55 1,39 1,39 

7,41(b) 332(b), 


M. 12 million Credit, 1966 


(xxv/0 D.M. 52 16 million Credit, 1967 1 0,69 ... 5,25 ... 21 7 80 1,13 

(xrriiO D. M. 180 million Credit, 1967 33,75 ... 33,61 14 . 

* At post-devaluation rates of exchange. 

*»Due to revaluation of DM from 6-3-1961, the actual amount repaid o^ to be repaid is more than the amount actually drawn, 
(b) Exchange variations. 
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For maximum safety on the road, 

trust 

BRAKES INDIA 

Manufacturers of BI Girling Brakes, Hydraulic 
Brake & Clutch Actuation Systems for cars, 
commercial vehicles, tractors and Hydraulic 
Clutch Actuation Equipment. 

Buy only genuine BI Girling spares 

BRAKES INDIA LIMITED 

PADI, MADRAS -600 050 


AS DURABLE AND TRADITIONAL AS 


cc 


CHARMINAR 


91 


CHARMINAR ASBESTOS CEMENT PRODUCTS 

NEWKOR CORRUGATED SHEETS 
FLEX-O-BOARD FOR CEILING AND PARTITIONING 
PRESSURE PIPES FOR WATER SUPPLY AND DISTRIBUTION 
CABLE DUCTS 

GUTTERS AND ACCESSORIES 

“SPECIFY CHARMINAR A. C. PRODUCTS AND 
ENSURE QUALITY AND LONGEVITY*’. 



Manufactured to the relevant I. S. I. Specifications by: 

HYDERABAD ASBESTOS CEMENT PRODUCTS LIMITED 

REGD. OFFICE : SANATNAGAR, HYDERABAD-S90018 (A.P.) 

FACTORIES AT : HYDERABAD (A.P.) s : BALLABGARH, (HARYANA) 
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Hscl 


The Premier 

Construction Company *\ 
in the Country 


BA9TERN ECONOMIST 


construction technologists combine 
together with the experts in the other fields 
of management and come together under 
a single organisation to share a dedication 
to common goal to bring peace and 
prosperity to the people a great promise 
ushers in—promise of a better tomorrow. 

Working together round the clock 
in the Construction of giant Steel Plants. 
Industrial Projects. Power Plants. Bridges. 
Dams. Dry-Docks.Townships etc. 
all over the country a huge labour force of 
HSCL are marching ahead tuwdids 
fulfilling the great promise. 



HINDUSTAN STEELWORKS 
CONSTRUCTION LTD. 

(A Government of India Undertaking) 

6/1 COMMISSARIAT ROAp 
CALCUTTA-700022 


Sekei/HSCL/229 
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{Mix) 0. M. 28 ‘25 million Credit, 1967 
(Indian Railways Tl) 

(xxx) D. M. 30 million Credit, 1967 ] 
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26.25 


18.67 

6,50 


2.41 

• 4 m 


#M 



(xxtft) 0. M. 7Q million Credit, 1967 J 
(xxxHl) D. M, 16 million Credit, 1968/ 

(Indian Railways Til) 

3,28* 

• - • 

14 

57 

1,18 

56 

78 

13 

8 

16 

16 

(xxxiv) D. M.17*4 million Credit, 1968 

(Ncyveli Lignite Project) 

3,49* 


75 

35 

78 

45 

39 

3 

?1 

37 

37 

(xxxv) D. M. 102 million Credit for Com- 

modities 

19,13* 

R.. 

6,08 

J 2,71 

J,;2 


J 


ptl 

... 

... 

(xxxvi) D. M, 58.94 million Credit for 

Debt Rescheduling 

11,05* 


10,83 







(xxxvi?) D. M. 62 million (Debt Reschedule) 

12,70* 

• » » 

12,70 





g . • 


... 

(xxxviii) D. M. 29 million Credit (Gujarat 
Aromatic) 

7,99* 



2,93 

2,21 

1,23 

1,31 

31 



... 

(xxxix) D. M. 35 million Credit (Capital 

Goods) 

7,17* 

* . t 




2,29 

3,43 

71 

20 

53 

53 

(xf) D. M. 99 million Credit (Commo- 

dities) 

20,28* 



6,22 

14,06 


... 

4 . . 




(xli) D. M. 28 -97 million. Credit (Iple- 

rest Rescheduling) 

5,43 



5,43 



... 



f ,, 


(xlii) D. M, 101 -5 million Credit, 1970 

20,80* 



3.89 

17,70 




M< 


(xliii) D. M. 76 3 million Credit 

15,63* 




15,63 


* 




* ■ * 

(xliv) D. M. 25 million Credit, 1970 

5,12* 


A . * 


1,04 

2.90 

49 

20 

49 

49 

(xfv) D. M. 30 million Credit., 1969 

(Ships) 

6,15* 




3 


33 



... 


(xlvi) D. M. 9 million Credit, (N.L.C.) 

1,84* 

Jtl 




87 

55 

9 

io 

22 

22 

(xhit) D. M. 100 million Credit, 1971 

20,49* 



... 



20,49 




... 

(xhiii) D. M. 71 million Credit, 1971 

14,55* 

• . • 


g. . 

..« 

14,55 



« » i 


Mix) D. M. 4 million Credit. 1971 

82* 

. . • 

1 • g 

• i . 


54 

9 

*5 

1 

2 

i 

(/) D. M. 30 million Credit, 1972 (Cap. 

Goods) 

6,15* 






... 

3,80 

73 

82 

82 

an D. M. 21.36 mil. Credit, 1972 

(MICO Expansion) 

4,38* 

... 

... 


... 


... 

1,44 

1,37 

1,57 

74 

(60 D. M. 17 6 mil. Credit 1972 (Bihar 

Alloy Steel Pr.) 

3,61* 


. . . 

... 


... 

5 

2,01 

72 

83 

82 

(Jiii) D. M. 27.1 mil. Credit, 1972 (Tyre 
Plant) 

5,55* 






10 

3,49 

1,45 

51 

33 

(//»») D. M. 4 mil. Credit, 1972 (Gujarat 

Acetate pr.) 

82* 


... 

... 

... 

... 


31 

20 

30 

30 

(/.) D. M. 80 mil. Credit, 1972 (Com- 

modities) 

16,39* 


... 

... 

M| 

... 

6.98 

9,42 

•s* 

... 

M| 

(Ivi) D. M. 30 mil. Credit. 1972 (Capital 

Goods) 

6,15* 

||# 


... 



80 

68 

3,69 

1,78 

1,78 

(hii) 0. M. 98 mil. Credit, Debt Relief 

24,18* 


... 

... 


... 

24,18 


... 


(hiii) D. M. 12 million Credit, 1971 (Tra- 

vancore Cochin) 

2,46* 


»•» 




... 

51 

1,46 

49 

31 

(lix) D. M. 10 9 million Ramon and 

Demm 

2,23* 

... 

... 

... 

... 

... 

... 

... 

1,02 

1.21 

1.03 

(lx) D. M. 14 million Gujarat Caustic 

Soda 

2,87* 


... 



... 

... 

... 

41 

2,46 

82 

(Ixi) D. M. 57 -7 million Telco Expansion 

11,82* 


... 


... 

... 



... 

11,82 

3,07 

(Ixii) D. M. 12 million MISL 
(/xi n ) D, M. 100 million. Commodity Loan 

2,46* 




... 



... 

14,28 

2,46 

20,49* 


... 



... 


6,21 


» 1 9 

(fxtv) D. M. 20 million Capital Loan 

4,10* 








82 

3,28 

1,64 

Uxv) D. M. 98 million Debt Relief, 1973 

and 

24,18* 

... 

>|# 




20,08 

... 

... 

... 


(Ixvi) DM 100 Million Commodity credit 

1974 including liquidity assistance 

DM 24 million 

20,49* 








8,20 

12,30 

12,30 

Uxvli) DM 15 million credit of 1974 

3,07 


... 


... 


... 



3,07 

1,02 

(txviii) DM 130 million Debt Relief 1974 

26,64 

... 







26,64 

... 








19,90 

33,68(b) 

14.97(a) 


Total 7,97,24 3,16,70 1,32,08 50,86 41,57 42,65 64,14 51,08 97,70 46,78 43,35 


V.—Loans from Japan : 

(/) First yen Credit 

21,93 

21,93 

(ii) Second Yen Credit 

45,24 

45,12 

(iii) Third Yeti Credit 

30,95 

2L05 

(/v) Fourth Yen Credit 

28,57 

6,24 

(v) Fifth Yen Credit 

28,57 

2,04 

(W) Sixth Yen Credit 

32,11* 

(vii) Seventh Yen Credit 

29,40* 

... 

(viVV) Eighth Yen Credit 

21,30* 

... 

(/x) Ninth Yen Credit 

19,22* 

... 

(x) Food Aid 

5,29* 

... 

(xi) Vizag Outer Harbour 

5,25* 

... 

(xii) Tenth Yen Credit 

19,04* 

... 


'At post devaluation rates of exchange, (b) Exchange variations 


SPBClAt BUDGET NUMBER 


8,37 

#t# 

• «» 

26,84 


... 

26,47 

12,71 

1,48 

31,41. 

23,90 

5,05 

... 

... 

13,20 

7,60 

8,30 

5,29 

... 


607 


2 A' 


... 

8,59 

1,48 

37 

1,69 

i'i 

99 

7,53 

9M 

1,70 


74 1,58 79 

32 . 
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(IV) First Food Loan 
(»0 Second Food Loan 
(vi) Fourth Credit 
(v/f) Fifth Credit 


(V—Loan from New Zealand : 

Credit for purchase of wool 

XVI.—Loans from Sweden : 

(/) First Credit, 1964-65 
(//) Second Credit, 1965-66 

(iii) Third Credit 
(iV) Fourth Credit 

(i v) Fifth Credit 

(vi) Sixth Credit 

(vii) New Project Loan, 1973 for SK 70 
million 

(v/ii) Credit 1974 
(f'x) Wheat Storage 


XVU.-Loan from Bahrain : 

XVin.—Loans from Italy : 

(0 Italian Fertilizer Credit 

(ii) First Italian Debt Relief, 1969 

(iii) Second Italian Debt Relief, 1969 

(iv) Third Italian Debt Relief 

(v) Debt Relief, 1973 


XIX.—Loans from Belgium : 

(0 First Belgian Credit 

(ii) Second Belgian Credit 

(iii) Third Belgian Credit 
(/V) Fourth Belgian Credit 
(»>) Fifth Belgian Credit 

(vi) Sixth Belgian Credit 

(vii ) Debt Relief 

07/0 Seventh Belgian Credit 

(nr) Eight Credit (including Debl Relief) 

( x ) Ninth Credit (including Debt Relief) 


XX. - Loans from France: 

(/) S 17 million Credit, 1966 
(ii) F.F. 150 million Credit, 1968 
(Hi) F.F. 25 milliori Credit, 1968 (Debt 
Relief) 

(iv) F.F. 125 million Credit, 1969 

(v) F.F, 27 -7 mUlion Credit, 1970 (Debt 
Relief) 

(v’O F.F. 27 -7 million Credit, 1970 (Debt 
Relief) 

(vii) F.F. 125 million Credit, 1970 
(wVi) F.F. 130 million Credit, 1971 
(ix) F.F. 150 million Credit, 1971 
« F.F. 27-7 million Credit, 1971 (Debt 
Relief) 

(*0 F.F. 150 million Credit 1972 
(xii) F.F. 35 million Credit, 1972 
(xiii) Debt Relief, 1972-73 

(xiv) Debt Relief, 1973-74 (F.F. J47 29 
million) 

(xv) Atomic Energy Credit, 1973 (FF 56 
million) 

M FF t80 million Credit, 1973 
(xvii) FF 214 million Credit 1974 
(xviii) FF 60 million credit 1974 

*At post-devaluation rates pf exchange 
W Exchange variation 


io u it 


9 1,54 1,12 1,25 US 

5,00 ... 1.00 1,00 

38(b) 81(b) 81(b) 


20,48 

82 4,77 1,25 

1,43 1,41 

87 1 ,56 1,51 

6,67 

3,U 

33 

33 . 


... 

... 

*11 


3,48 

M6 

48 

62 

39 

42 

2 

9 



5,07* 

19 

67 

3,61 

41 

2 

20 



5,80* 


19 

2 59 

2,44 

29 

... 

27 



18,13* 



... 

2,00 

2.34 

198 

US 

1.0,33 

5.80 

25,37* 

... 

... 

... 

... 


4,35 

8,70 

10,15* 




... 



. 

10,(5 

8.70 

18,13* 

• - • 


r . • 


... 

... 

15,22 

2,90 

2,90 

377* 

••• 

... 


... 

... 

... 

36 

707(b) 

341 

{02 

508(b) 

93,38 

4,89 

92 

3,88 

8,44 

3,46 

6,37 

33,36 

26,79 

23,50 


1,50 

4,13* 

5,51* 

5,51* 

4,20 

1,46 

... 

4,13 

... 

5,51 

5,51 

... 

... 

4,38 

* 4 . 

20,85 

1,46 


4,13 

... 

1 .1,02 

... 

... 

4,38 

... ' 

90 

90 









1 ,88* 

1,79 

9 

... 

61 

... 

... 

... 

t|( 


1 ,88* 

83 

1,03 

1 

81 

... 

... 

... 



2*75* 


1,12 

79 

34 

... 

1 

... 



2,63* 



1J7 

M2 

4 

... 




3,00* 





1.11 

39 




1,13* 




... 

1,13 

... 

... 



2,25* 




... 

10 

51 

1,57 

1,64 


3,75* 



... 

... 

... 

1.12 

12 

2,51 

2,13 

4,13* 




... 

... 

... 

1.50 

2,63 









135(a) 


85(b) 

23,80 

3,52 

2,24 

2,57 

2,88 

2,38 

2,03 

4,61 

5,14 

2,98 

12,75* 

9,94 

1,16 

50 

56 

2 

3 




20,25* 

4 

4,95 

6,86 

5,55 

1,87 

55 

68 

104 

S 

13,75* 

2,84 

94 








6 ,88* 

* 

1,09 

1,09 

6,4 j 

1,88 

2,04 

81 

27 

27 

3.74* 

.* 

... 

3,74 

... 

... 

... 

• •• 

... 


3,74* 



3,74 







16,88* 

.. 



6,76 

1,86 

4,49 

74 

20 

8 

17,55* 


... 

... 

8 ,U 

4,83 

1,45 

2,97 

2,25 

1,59 

20,25* 

- 

... 

... 

93 

9,87 

6,10 

1,08 

2,28 

1,38 

3,74* 


... 

... 

3,75 






20,25* 

,, ... 

... 

... 

... 

4,40 

'12,84 

2,24 

77 

40 

4,73* 

.. 

... 

... 

... 

20 

28 

67 

2,31 

1,35 

4,49* 

• 

... 

... 

... 

4,49 

... 

•*• 

• 

• •• 

6,36* 

.. 

... 

... 

... 

*#* 

6,36 




7,56* 

i. ... 

... 


... 

g|# 

1,27 

2,43 

3,86 

1,76 

24,30* 

. 


... 

... 

* 

4,86 

9,32 

10.13 

3*56 

28,89* 

.. 


... 

... 


... 

41 

28,48 

5,40 
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XV 


(xlx) Debt Relief W4-75 (FF 692.80 
million) 


Total 


XXI.—Loan from Hungary: 

XXIL—Loan from Bulgaria: 

XXin.—Loan from the Government of Qatar: 

XXIV. —Loan from Romania: 

XXV. —Loan from Norway: 


XXVI.-LB.R.D. Ilians 

(/) Agricultural Machinery Project Loan 
(ii) Railway Project Loan I 
(///) Railway Project Loan TI 

(iv) Railway Project Loan III 

(v) Railway Project Loan IV 

(vi) Railway Project Loan V 
(WO Railway Project Loan VI 
(viii) D.V.C. I 

(ix) D.V.C, H 

(x) D.V.C. Ill 

(xi) fCoyna Project Loan (First Stage) 
(xil) Coal Industry 

(xiii) Power Transmission 

(jf/i*) Kolhagudem Power Project II 

(xv) Third Telecommunication 

(xvi) Tarai Seed 

(xvii) Chambal Valley Development Project 
Total 

xxvn. -I.D.A. Credits: 

(i i ) Roads Project 
(it) U.P. Tubewcll Project 

(iii) Shetrunji Irrigation Project 

(iv) Salandi Irrigation. Project 

(v) Punjab Drainage Project 

(vi) D.V.C. IV 


(vii) Sone Irrigation Project 
(viii) Puma Irrigation Project 
(ix) ICoyna Project (Second Stage) 

(jc) Bombay Port Project 
(xi) Telecommunications Project I 
(tit) Railway Project Loan VII 
(xiii) Kolhagudem Power Project 
(civ) Industrial Imports I 

(xv) Telecommunications Project II 

(xvi) Railway Project Loan VIII 
(xvii) Industrial Imports II 

(xviii) Betts Project 

(xix) Railway Project Loan IX 

(xx) Industrial Imports III 

(xxi) Industrial Imports IV 
(xxii) Industrial Imports V 
(xxiii) Third Telecommunications 
(xxiv) Railway X 

(xxv) Kadana 

(xxvi ) Industrial Imports VI 
(xxvii) Gujarat Agricultural Project 
(xxviii) Punjab Agricultural Project 
(xxix) Andhra Pradesh Agricultural Proj 
(xxx) Agricultural Aviation 
(xxxi) Telecommunications Project IV 
(xxxii) Power Transmission II 
(xxxiii) Haryana Agricultural Project 
(xxxiv) Tamil Nadu Agricultural Project 
(xxxv) Cochin II Fertiliser Project 
(xxxvi) Wheat Storage 
(xxxvii) Pochatnpad Irrigation 
(xxxviii) Railways XI 
(xxxix) Mysore Agricultural Project 

(xi) Gorakhpur Fertilizer Expansion 

(xii) Maharashtra Agricultural Credit 
Project 

•At post devaluation rate of exchange. 

(b) Exchange variations. 


BASTJ3RN ECONOMIST 


9,35* 


* 9,3S 

7.65(b) 


4,68(b 


2,33,56 


12,82 8.14 15.93 32.07 29,42 40,27 38,35 59,69 22, 


12,50 

11,25 

12,88 

1,58* 


2,14 10,36 3,0, 


12,88 


10 


IN fER NATIONAL AGENCIES 


3,43 

15,62 

42,86 

40.48 
23,81 
33,33 
23,81 

7,96 

5,00 

10.48 
8,90 

13,71 

43,50* 

6,67 

20,63* 

9,75* 

39,00 


3,43 

15,62 

42,86 

40.48 
23,81 
33,33 
23,81 

7,96 

5,00 

10.48 
8,90 

13,46 

2,79 


39 

21,09 

4,83 


7,80 

1,04 


8,44 

64 

1,55 


2 

9,81 

35 


9,32 1,51 

39 7 


2,25 5,14 2,3 

4,50 34,50 4, 


49(b) 


3,48,94 

2,31,93 

26,31 

8,84 

to,63 

28,32 

24,61 

4,98 



2,86 

2,86 



1,61 

1,61 




3,57 

75 

4,28 

16 


4,76 

4,48 

43 



7.98 

5,70 

2,81 

36 


7,14 

5,54 

2,53 



6,19 

4,48 

2,68 


86 

8,33 

4,31 

3,16 

2,31 

1,10 

7,76 

1,63 

8,54 

35 

19,90 

16,91 

2,79 



32,14 

32,14 


* * • 

• •» 

9,52 

6,41 

4,90 



42,86 

42,60 

26 

Mf 


15,71 

9,66 

8,84 



29,52 

29,52 



47,62* 

7.41 

59,96 



17,25 

7,29 

1,53 

1,43 

51,00* 

1,12,50* 


51,00 

1,12,50 

48,75* 


48,75 


... 

93,75* 

M| 

21,60 

72,15 

... 

20,62* 


4,53 

7,52 

41,25* 


... 

3,53 

17,71 

26,25* 



83 

56,25* 

M# 


... 

15,29 

26,25* 



... 

20,62* 



... 

... 

t 18,38* 



M. 

... 

4,50* 



... 

... 

58,50* 


... 

... 

... 

56,25* 



... 


18,75* 



... 


26,25* 





15,00* 



... 


3,75* 





29,25* 





56,25* 





30,00* 





7,50* 



... 

... 

22,50* 

»•« 

... 

**• 

... 


90 

7,32 

20,23 

2,84 

41,04 

1,50 

83 

• •a 

25 

4,58 


3,65 1,65 


61 


20 


1,26 

51 ‘0 

18,58 

7.24 

5,33 

2 

3,38 

3,51 

47 

10,66 

24,60 

2,54 

47 


4,04 

12 

2,84 

22,73 

84 

2,72 

13,07 

5,04 

10 

5,60 

26,51 

5,96 

2,U 


2,42 

2,62 

4,50 

26,25 

18,75 

3,75 

1,87 

5,25 

75 

6,00 

38 

4,50 

3,75 


17,88 

3,21 

4,50 

4,18 

36,64 

8.90 
7,80 
4,00 

2.90 
6 k 99 

22 

17,00 

1,16 


Balance of 8 M oancelled. 


610 


5 (! 
55(b; 


10,18 9,71 3,58 7,24 39,64 7.3C 


8,53 6,00 2,95 3.00] 


3,46 5,00 6,00 8,04 M 
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Soviet export and import organisation TYAZHPROMEXPORT 
undertakes to carry out all Jobs involved in the construction of 
complete industrial enterprises for ferrous metallurgy and mining 
industry. 

V/O TYAZHPROMEXPORT 

--designs installations and production facilities, including the 
collection of initial data: 

—exports complete sets of equipment to countries with most 
diverse climatic conditions: 

—supervises construction and erection jobs and the assembly 
and installation of the delivered machinery and equipment: 
—takes port In $he commissioning of enterprises and plants: 
—builds enterprises on a package-deal principle: 

—carries on vocational training of local personnel both in the 
USSR and on the spot. 

The protects on behalf of V/O TYAZHPROMEXPORT are 
evolved on the basis of latest achievement in science and engineer¬ 
ing by specialized institutions in the USSR that have a vast 
experience in designing enterprises for ferrous metallurgy and 
mining industry. 

V/O TYAZHPROMEXPORT delivers machinery and equip¬ 
ment of advanced design in full conformity with today's produc¬ 
tion requirement that has been thoroughly tested in operation 
at enterprises both in the USSR and a number of countries with 
different climatic conditions. 

For detailed information write to: 

V/O "TYAZHPROMEXPORT" 

18/1, Ovehlnnikovshaya nab, Moscow M-324, USSR 

or to: 

The Office of the Counsellor for Economic Affairs, 
USSR Embassy in India. 

Chanakyapuri, Nyaya Marg, NEW DELHI, 

Phone: .77004, Tfelex: 492 



iTYAZHPROMEXPORT 













































External Loans 

(Statement of Repayments) 


Amexttre tf 


(li» iaUSof Rupees; 


Details of Loans 


Actuals, Actuals, Actuals, Actuals, Actuals, Actuals, Actuals Actuals Budget Revised, Budget 
from from 1966-67 1969-70 1970-71 1,971-72 1972-73 1973-74 1974-75 1974-75 1975-76 
1956-57 1961-62 to 
to to 1968-69 
1960-61 1965-66 


—Loans from U.S.A.: 

(i) American Wheat Loan 
(it) Development Assistance Loans 
(Hi) D.L.F./A.LD. Loans 
(iV) Asian Economic Development Fund Lo;m 
(r) P.L. 480 Rupee Loans 

(vi) C ommodity Credit C orporation 

(vii) U.S. Export-Import Bank Loans *. 

(«) First Loan 

(b) Second Loan 
(r) Third Loan 
(c/) Fourth Loan 

(e) Fifth Loan 

(f) Sixth Loan 

{tf) Credit for Diesel Loco Works, Vaianasi 
(I Tranche) 

(A) Credit for Diesel Loco Works, Varanasi 
(U Tranche) 

(i) Credit for Diesel Loco Works, Varanasi 
(Ul Tranche) 

0) Loans to Air India : 

First Loan 
Second Loan 


Total 


JIv—Loans from U.S.S.R-: 


(/) Bhilai Loan 
(#7) Industrial Entei prises 
(Hi ) Drugs Credit 
</V) Barauni Credit 

(v) 337 5 million Roubles Credit 

(vi) f J2-5 million Roubles Credit 

(vii) Bokaro Credit 

(yiii) 300 million Roubles Credit 

Total 


UI.-U.K. Credits : 

(u) U K. Government Loans : 

(i) Durgapur Credit 
(it \ Second B.CG.O. Credit 
(m) U.K. India (Oil pipe Lmc) Credit 
(ii > U.K. India (General) Credit, 1959 
(n First U.K. India (General)C redit, I960 
( vi ) Second U.K. India (General>Credit, I960 
{vii) First U.K. India (General) Credit, 1961 
(e/VO First U.K. India (Five Year plan) C'redit, 
1961 

(ix) Second U.K. India (General) t icdiL 

1961 

(k) First U.K. India (General) Credit, 1962 
(xi ) U• K. India (Durgapur Extension) Credil, 

1962 

(x/i) Second U.K. India (General) Credit, 

1962 

(xiii) U.K, India (Five Year plan) Credit, 

1962 

(xiv) U.K. India (Steel) Credit, 1963 
(cr) First U.K. India (General) Credit, 1963 
On) Second U.K. India (General) Credit, 

1963 (Kipping Loan I) 

(xvli) U.K, General Credit, 1964 

(b)Exchangc variations. @ In thousands only 
BASTHRN ECQNOMST 


6 


8 


JO 


a 


COUNTRIES 


1,63 

7 

5J4 


90 

42,15 

48 

48 


17,85 


99 


2,22 

2,20 

56,17 

2,06 

4,13 


33.75 

11,25 

4,40 

3,12 


98 

19,30 

90 

3,11 


11,25 

3.75 

1,56 

1,56 


1,10 

19,19 

90 

4,22 


11,25 

3,75 

1.56 

1.56 


1,23 

18,39 

1,20 

5,33 


11.25 
3,75 
1,57 
L57 

1.25 
56 


5,00 

1,36 

24,79 

1,20 

6,76 


5.12 5,25 

88,79 

1,38,47 22,95 
6.53 
14,98,890 
3,91 


11.25 
3,75 
1,56 
1,56 

1.25 

1,01 


5,63 

3,75 

1,56 

1,56 

1,25 

1,01 


3,75 

1,56 

1,56 

1,25 

1,01 


5,25 

22,94 


3,75 

1,56 

1,56 

L25 

1,02 


12 

5,38 

28,8 i 


3,75 

1.56 

1.56 
1 .2S 
1,02 




3i35 

1.19 

1.19 

1,19 

J,19 

1,19 

1,19 

1.19 

1.19 

... 

... 

1.59 

J ,06 

1 06 

1,06 

1,06 

1.06 

1.06 

1,06 

l,0(i 



96 

96 

% 

96 

96 

96 

96 

9ft 

90 


1.48 

82 







' 


... 

7,27 

2,87 

51 





(b)3,51 

(b)2.87 , 

(h)3,78 

6,84 

6,660 

1,28,89 

46 J 3 

46,74 

49,31 

62,69 17,59,69 

44,05 

43,41 

50.12 

16,73 

26,98 

27,05 

4,70 

1,32 

0,05 







3.44 

22,52 

5,K2 

7,15 

5,40 

6,08 

6,08 

6.08 

6,08 



5 

5,64 

4.10 

2,26 


2,12 


(«! 

ia 

(ft 


90 

4,60 

1,56 

1,54 

1,55 

1,55 

1,55 

1,56 

1,55 

1,5*' 


5,36 

39,13 

18,02 

21,88 

16,78 

20,01 

20.08 

19,72 

19,68 

19,77 


1 

6,82 

4,45 

5,85 

3.92 

5,07 

5,28 

5,17 

5.88 

6,30 

... 


1.56 

4,98 

18,02 

2,85 

1279 

13,24 

13.54 

13.34 

M.42 


... 

U2 

2,26 

8 

1,24 

L27 

1,27 

1,32 

1.82 

16,73 

36,74 

1,07,32 

44,75 

60,28 

30,63 

48,86 

47,47 

47,34 

47,85 

47.14 



22,49 

6,75 








... 

8,45 

18.53 

2,28 

2,28 

2,28 

2,27 

2,28 

2,28 

2,28 

liis 

... 

2,66 

, 2,10 


... 

■ - 8 



... 


... 

2,81 

11,52 

3,79 

1,52 

1,52 

1,53 

1,52 

1,52 

1,52 

1,52 


6,04 

1,60 

2,74 


1,99 

60 

90 


1.99 

60 

90 


80 

60 

90 


79 

61 

90 


80 

60 

90 


80 

60 

90 


80 

60 

90 


2,92 2,92 2,92 2,92 


2.92 2,92 2,92 2,92 


49 


49 

97 

,14 

24 

63 


49 

97 

2,14 

49 

1,27 

49 
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49 

97 

2,14 

49 

1,27 

34 

97 

39 

49 


49 

97 

2,14 

49 

1,26 

34 

97 

39 

49 


49 

97 

2,14 

49 

1,27 
34 ' 
97 

39 

49 


49 

97 

2,14 „ 
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34 

97 

39 
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49 

97 

2,14 

49 

1,27 

34 

97 

39 

49 
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60 
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9? 

2,14 

49 

L27 

34 

97 

39 

49 
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BHEL uncovers 


national resource 


for future 


generations 


It all began a year ago with 
tomorrow in mind. Today, the 


present is past. The future is 
happening. BHEL's Corporate 
Research and Development Unit 
with headquarters in Hyderabad, 
has become a national resource 


for future power generation in 
India and abroad. Already, it 
has completed the design- 
development of an experimental 
turbine which incorporates many 
futuristic designs for the Reactor 
Research Centre of the Madras 
Atomic Power Project. It has also 
rationalised a design for 140 MW 
thermal generating sets and 
studied designs for 500 MW 
thermal generating sets and 
electro-hydraulic 
governing systems. 

An emerging member of the 
International ‘'Power Club", India is 
one of just ten countries in the world 
that manufacture steam generating 
equipment for power stations. In fact, 
India today is in a position tp 
undertake turnkey power projects ter 
countries all over the world. 

It is therefore, more than ever' 
necessary to Keep BHEL's technology 
updated and look ahead to the future. 
BHEL's Corporate Research and 
Development Unit helps meet 
these objectives* 

The future is here... tomorrow 
is brighter 

One cannot fathom the human mind. 
Man's ability to think and perceive Is 
infinite. Already, over a hundred 
experienced Indian scientists and 




engineers at BHEL's Corporate 
Research and Development Unit 
have moved into the future. Totally 
indigenous designs have been 
developed. And, more experimental 
work is on hand to evolve and 
confirm basic design data. By 1976, 
the unit will have 600 people 
with specialised knowledge' 
of modern technological and research 
concepts. With a resource like this 
to draw on, tomorrow ran only 
be brighter. 

Jha search for enlightenment 
The quest for more knowledge at the 
Research and Development Unit at 
Hyderabad and its Cells at the Plants 
include several broad functions: 

* rationalisation of designs and 
manufacturing techniques 

* evolution of futuristic designs 
; and concepts 

* maximum utilisation of existing 
facilities available from National 
Laboratories and Technical 

Institutions 

* creation of basic R&D facilities 
for the Electrical Industry 

* and above all, responsibility on 
behalf of BHEL, for National 
Development and Research Projects 



BHEL's Corporate Research 
and Development Unit has completed 
a year. A number of projects have 
been initiated. A number of projects 
are in hand. To be handed down from 
generation to generation...a legacy 
from a national resource that 
never ends. 


Power 
to the 

Bharat Heavy Electricals limited 

18-20 Kasturba Gandhi Marg New Delhi 110 001 
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COTTON GOflVORT 
I OF THE CENTURY 


Tho cool comfort of o groat 
cotton fabric made by 
Contury... Cosy-Cot Whan 
if comas to comfort, nothing 
boats cotton... cotton 


difforonco whan you woor a 
shirt mads out of Cosy-Cot 
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(xvtii) U.K. India (Bhopal) Credit* 1964 
(arix) First Five Year Plan Credit. 1964 

(xx) 2nd General Credit, 1964 

(xxi) 2nd Bhopal Credit* 1964 

(xxit) 2nd Five Year plan Credit, 1964 
(xxiii) 3rd Five Year Plan Credit, 1964 
(xxiv) 4th Five Year Plan Credit, 1964 
(xxv) 5th Five Year plan Credit, 1964 
(xxvi) 6th Five Year plan Credit, 1964 
(xxvii) Third U.K. General Credit, 1964 (Kip¬ 
ping II) 

(xxviii) U.K. General Credit, 1965 
(xxLx) U.K. Five Year Plan Credit, 1965 
(xxx) 2nd U.K. General Credit, 1965 
(xxxi) UK General Purpose Credit, 1965 
(xxxil ) Non-Project Loan (lllrd Kipping) 1965 
(xxiii ) First Bhopal Credit, 1966 
(xxxiv) Sindri Loan, 1966 
(xxxv) Non-Project Loan, 1966 (IVth Kipping) 
(xxxvi) Second Bhopal Credit, 1966 
(xxx vii) General Purpose Loan, 1966 
, (xxxvtil) Food Emergency Loan, 1966 
(jcxxuc) 2nd Non-Project-Credit, 1966 
(jc/) Non-Project-Crcdit, 1967 
(xii) Debt Refinancing Credit, General 
Purpose, 1967 

(xlit) General Purposes (1967) 

(xliii) General Purposes (1968) 

(xliv) Debt Refinancing 
(A) Lazard Brothers 
(c) Barclays Bank 


/.—Loans from Canada : 

(f ) Wheat Loan I 
(//) Wheat Loan IT 

(Hi) Diesel Locos for Indian Railways 

(iv) Indalco Expansion 

(v) Rana Pratap Sagar Hydro Electric Project 

(vi) Rajasthan Atomic Power Project (Candu 
Atomic Power Project) 

(vii) Wind Tunnel Project 

(viii) Durgapur Alloy Steel Project (Amco Furnace) 

(ix) Kota Dam Hydro Electric Project 
(,t) Rajasthan Atomic Power Staiion (Phase 11) 
(xi) Diesel Locos for Calcutta Port 1966 


r Loans from Federal Republic of Germany : 

(/) D.M. 660 million Rourkelu Credit 
(ii) D.M. 168 million Credit 
(Hi) First D.M. 125 million Credit 

(iv) Second D.M. 125 million Credit 

(v) D.M. 98 36 million Credit, 1961- Rour- 
kekt Prolongation Credit (Firstj 

(vi) D.M. 230 million Credit, 1961—Rourkela 
Prolongation Credit (Second) 

(vii) D.M. 100 million Credit, 1961 

(viii) D.M. 85 million Credit, 1962—Rourkela 
Prolongation Credit (Third) 

(ix) D.M. 100 million Credit. 1962 

(x) D.M-,61 -4 million Credit (for Rourkela 
Refinancing) 

(xi) D. M. 90 million Credit .1965 

(xii) D.M. 93 *6 million Credit, 1965 (Consoli¬ 
dation of Rourkela Liabilities) 

(xiit) D.M. 170 million Credit, 1963 
(*<V) D.M. 107 million Credit, 1963 
(xv) D.M, 396 million Credit, 1963 
(xvt) D.M. 4 million Credit, 1963 
(xvii) D.M. 82 million Credit 
(xviii) D.M. 40 million Credit (Specialised Pro¬ 
ject!) 
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14 
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32 

32 

32 
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32 






19 

39 

39 

39 

39 

39 
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24 

49 

49 

48 

48 

49 
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2 

4 

5 

5 

5 
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49 

48 

49 

49 

50 
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1,00 

1,00 

1.00 
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40 

40 

40 
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24 

48 

48 

48 
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1 

2 

2 
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20 

40 

40 

40 
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15 

30 

30 

30 

... 


... 


... 
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50 

100 

1,00 

1,00 
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37 

75 

75 

75 
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1,35 

1,35 

1,35 

•• 
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35 

35 

70 

... 

... 
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60 

60 

1.20 
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• - * 

1,20 
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42 
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37 


15,33 
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57 

57 

57 

58 

57 

57 

57 

57 









1.24(b) 

1.43(b) 

1.58(b) 


29,25 

68.4J 

24,27 

16,82 

19,82 

21,80 

24,15 

29,16 

29,35 

32,45 

1,64 

6,58 
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2,95 

... 

... 

... 

... 

... 

... 


* ,. 


... 

... 

86 

... 



21 

21 

43 

43 

43 



29 

U 

ii 

ii 

11 

11 

11 

11 

11 

... 


36 

36 

36 

36 

36 

36 

36 

36 

36 

... 



1,04 


1,07 

1,28 

1.28 

2,44 

' 2,44 

2,44 

... 




ii 

25 

25 

25 

25 

25 

25 



"4 

*8 

8 

8 

8 

8 

8 

8 

8 



... 

12 

25 

25 

25 

25 

25 

25 

25 

... 


... 


... 


... 


U1 

l.U 

2,22 

... 



... 


... 

... 

... 

J 

... 

2 









(b)88 

(b)92 1.110(b) 

1,64 

9,53 

1,55 

1,71 

92 

2,12 

2,54 

2,54 

5,91 

5,95 

7,32 

5,58 

72,06 





1,64 






2,86 

13,64 

1,50 

1,64 

1,64 

1,64 

1,64 

1,64 

1,64 

IM 


U4 

5,00 

1,65 

1,72 

1,72 

1,72 

K72 

1,72 

1,72 

1,72 

... 


7,05 

2,35 

2,56 

2.56 

2.56 

2,56 

2,56 

2,56 

2,56 

... 

11,71 ’ 



... 


... 



... 



13,69 

13,21 

1,86 

3,48 

4,10 

4,10 

4,10 




. • 

90 

6,53 

94 

94 

96 

96 

96 

96 

96 

96 



6,75 

1,57 

1,64 

1,64 

1,64 

1,64 

1,84 

1,84 


... 


... 

1,45 

1,52 

1,52 

152, 

1,52 

1,52 

1,52 

1.52 



2,56 

1,34 

1,40 

1,40 

1,40 

1,40 

1,40 

1,40 

1,39 

... 

67 

3,17 

1,10 

1,15 

M5 

1,15 

1,15 

1,15 

1,15 

1,15 


35 

3,50 

1,15 

1,20 

1,20 

1,20 

1,20 

1,20 

1,20 

1,20 



2,25 

2,46 

2,46 

2,46 

2,46 

2,46 

2,46 

2*46 

2,46 



2,00 

2,10 

2,19 

2,19 

2,19 

2,19 

2,19 

2,19 

2,1.9 



4,95 

5,18 

5,41 

5,41 

5,41 

5,41 

5,41 

5,41 

5,41 



... 
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5 

6 

* 5 

5 

5 

5 

5 

... 

... 

... 

... 

65 

1,29 

1,29 

1,29 

1,29 

1,29 

J.,29 

... 


... 


15 

30 

40 

51 

51 

51 

51 


* Due to revaluation of DM from 6-3-1961, the actual amount repaid or to be repaid is more than the amount actually drawn. 
Exchange variations. 


Fecial budget number 


MARCH 7, 1975 









Qtix) D.M. 40 million, 1964 
(xx) D.M. 218 1 million, 1964 
(**/) D.M. 74 million, 1963 
(xxlti) D.M. 6 41 million Credit, 1965 
<pexiv ) D.M. 52* 16 million Credit, 1967 
Ocxv) D.M. 58*64 million Credit, 1969 
(xxvi) D.M. 62 million Credit, 1969 
Qexvii) D.M. 76 *3 million Credit, 1970 
(xxviii) D.M. 23 *5 million Credit, 1965 
(xxix) D.M. 12 million Credit, 1961 
(xxx) D.M. 10 million Credit, 1965 
(xx: d) D.M. 60 million Credit, 1966 
(xxxli) D.M. 18 million Credit, 1966 
(ax*//*) D.M. 7 -25 million Credit, 1966 
(Xxxiv) D.M. 180 million Credit, 1967 (AL-303) 
(xxxv) D.M. 289 million Credit, 1967 (AL-382) 
(xxxvi) D.M. 28 25 million Credit (AL-248) 
(xxxvii) DM 140 million Credit 1967 (AL-379) 
(xxxviii) DM71 million Credtt 1972 (AL-681) 
(xxxix) DM 170 4 million Credit 1968 (AL-175) 
(0 DM 16 million Credit 1968 (AL-354) 


—Loans from Japan : 

(0 First Yen Credit 
(ii) Second Yen Credit 
(Hi) Third Yen Credit 

(iv) Fourth Yen Credit 

(v) Fifth Yen Credit 

(vi) Sixth Yen Credit 

(vii) Seventh Yen Credit 
(viii) Food Aid 

(lx) Eighth Yen Credit 
(x) VOH Credit 
ijci) Ninth Yen Credit 


45 

45 

46 

46 

9 

9 

9 

9 

w* 

1.18 

1,18 

1,18 

4 

6 

6 

6 

18 

18 


61 

80 

1,60 

1,60 

1,60 

85 

1,69 

1,69 

1,69 

... 

1,04 

2,08 

2,08 

... 

26 

26 

26 

•»* 

1 

14 

14 

6 

11 

11 

11 

••• 

67 

67 

67 

... 

20 

20 

20 

... 

8 

8 

8 

... 

... 

1,02 

1,02 

... 

... 

1,95 

1,95 

... 

... 

16 

16 


(b)19,00 20.16(b) : 


31,05 

33,97 

38,12 

57,89 

59,05 

63,55 

55 


2,01 

2,16 

2,16 

2.16 

44 

3,88 

8,75 

9,54 

9,54 

V4 

14 


6,09 

6,64 

6,64 

6.77 

1,37 


4,73 

5,12 

5,12 

5.16 

4,16 


4,15 

4,15 

4,15 

4.15 

1,59 


3,19 

3,19 

3,18 

3,18 



2,24 

2,24 

2,24 

2,24 

... 


53 

52 

52 

>2 

... 

... 

... 

1,63 

1,63 

1,63 


14.13(b) 10.42(b) 


YU,—Loans from Switzerland : 

Credit for Third Plan 


(/) First Credit for Third Plan 
(ii) Second Credit for Third Plan 


IX*—Loans from Yugoslavia : 
(/) First Credit 
(ii) Second Credit 


X,—Loans from Poland : 
(0 First Credit 
(ii) Second Credit 
(Hi) Third Credit 


XL—Loans from Austria : 

(0 First Credit 
(ii) Second Credit 
(Hi) Third Credit 
(/v) Fourth Credit 

(v) Fifth Credit 

(vi) Sixth Credit 

(vii) Food Aid 

(viii) Debt Rclicf(l968) 

Total 

XU*—Loan from Kuwait Government: 


8,21 

14,77 

3,56 

2,43 

8,25 

3,88 

31,69 

49,32 

45,60 

48,53 


87 

1,72 

2,54 

2,91 

3.01 

3,01 

2,94 

2,94 

2,86 








(b)l,16 

1.46(b) 

(b)l,50 


4,16 

2,98 

3,84 

4,11 

4,12 

4,15 

3,56 

3,56 

3,40 

... 

1,77 

2,01 

3,32 

3,41 

3,65 

3,81 

4.66 

3,98 

3,95 

. 

5,93 

4,99 

7,16 

7,52 

7,77 

7,96 

8,22 

7.54 

7.35 

17 

5,17 

3,46 

3,63 

3,14 

2,68 

1,98 

1,91 

1,91 

3,28 

. 


... 

1 

1 

1 

1 

1 

1 

1 

17 

5,17 

3,46 

3,64 

3,15 

2,69 

1,99 

1,92 

1.92 

"w 

11 

4,59 

1,90 

2,38 

2,59 

2,59 

2.41 

1,54 

1,49 

79 

... 

... 

... 

10 

10 

23 

23 

24 

23 

35 


... 

... 

... 

... 
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38 

77 

113 

75 

11 

4,59 

1,90 

2,48 

2,69 

2,82 

3,02 

2,55 

2,85 

M 9 


36 1,12 

72 


37 37 

29 29 

15 30 

15 


- 

36 

1,84 

81 

1.U 

1.51 ' 

1,70 1,70 2^*9 2,32 2&j 

•• 

. 14,91 

13,20 

4,34 

.4.34 

4,34 

1,08 ... ... — 


(b) Exchange variations. 
WESTERN ECONOMIST 


MARCH 7,1975 
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6 * ~7 
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11 

~~ ij| 

XIlls—Loan from Netherlands ; 

... 

... 


7! 

85 

K2X 

i.aT 

(b)48 

50(b) 

. 1 . 77 ' 1 

85(b) 

XIV.—Loans from Denmark : 

(/) First Credit 
(ii) Second Credit 
(0) First Food Loan 

(iv) Second Food Loan 

(v) Third aedit 

10 

44 

15 

15 15 

13 13 

20 

15 

13 

20 

15 

13 

20 

11 

13 

20 

(b)J5 

li 

13 

20 

m 

i’i 1 
20 A 

17 | 

22 i 
25(b) ; 


XV.- 


Total 

-Loan from New Zealand : 
Credit for Purchase of wool 


XV;.—Loan from Bahrain: 

XVI;.—Loans from France : 

CO FF 17 million French Credit 1966-67 

(ii) FF 150 million Credit, 1967-68 

(iii) FF 125 million Credit, 1968-69 
(/v) FF 125 million Credit, 1969-70 
(0 FF 130 million Credit, 1970-71 
(W) FF 150 million Credit 1971-72 
(vii) FF 25 million Debt Reliefl968-69 
MU) FF 27 7 million Debt Relief 1969-70 

(/x) FF 150 million Credit 1972-73 

(x) FF 35 million Credit 1972-73 

(xi) FF 56 million Credit, 1972-73 
(*//) FF 27-7 million Credit, 1970-71 
(*///) FF 180 million Credit, 1972-73 
(x/V) FF 214 million Credit 1973-74 
{xv) FF 27 7 million Debt Relief 


10 

44 

15 28 

48 

48 48 

59 

52 

97 

7 

31 

9 


... 

... 

... 

... , 


4,86 


71 


80 


96 

1 


, ? 


71 

71 

70 

71 

71 

71 

71 1 

1,01 

UO 

Ml 


(b)3 

3(b) 

3(b) j 

1,28 

1,11 

1,12 

i;i2 

8 

33 

1,07 

1.34 

1,40 

1,39 

1,48 

5 

2(> 

46 

55 

72 

80 

87 ‘ •; 


7 

28 

54 

82 

81 

84 ■;! 


4 

28 

31 

52 

52 

82 : 



23 

51 

67 

82 

89 



38 

38 

37 

37 

37 




42 

42 

42 

41 ; 




34 

66 

85 

91 * 




1 

2 

1 

2 





3 

4 

16 . 





41 

41 

4! 





22 

22 

58 






... 

3 J 





(b)2,24 

1.98(b) 

41 V 
(b)2,48 ; 


Total 

. 80 

97 1 

,14 

1,80 

3,81 

5,68 

9,61 

9,76 

11,80 f 

XVIIL—Loans from Belgium : 

(/) First Credit 
(ii ) Second Credit 
(iii) Third Credit 

. 




6 

13 

6 

13 

6 

12 

(b)i 

6 

13 

7(b) 

6 i 
13 ; 

12(b) ; 

Total 

. 

... 

... 

... 

1<T~ 

19 

24 

26 

aC 1 

XIX,—Loan from Qatar: 

. 3,52 

94 

94 

94 

94 

94 

94 

(b)4 

94 

5(b) 

94 > 
(b)S 

XX.--Loan from Italy: 


... 

6 

12 

12 

58 

vi 00 

58 

1,43 ! 


i 


XX r. —Miscellaneous Credits: 
XXII.—Loan from Norway: 
XX1IL—Loans from Sweden 1964: 


s- 


XX». I.B.R.D. Loans : 

) Agricultural Machinery Project Loan 
I Railway Project Loan I 
) Railway Project Loan II 
Railway Project l oan III 
Railway Project Loan IV 
I Railway Project Loan V 
i Railway Project Loan VI 
I D.V C I 

> D.V.C. II 

> D.V.C. Ill 

> Koyna Project Loan (I Stage) 

I Coal Industry 

) Power Transmission (416-IN) 

I Kothagudem II (417-IN) 


(H 

& 
M ' 
O') 
(vtf) i 
(vlii). 
(«) 
c*>: 
w 

WO< 
W/0 : 
W,) 


Total 


4,92 3,10 94 !■ 


17 


. 17 i 

5(b) 

“ “ .... * — , — ~ — - "T——— J 

INTERNATIONAL AGENCIES 


10,99 4,63 


15.36 

5,69 



7,56 

3,9! 




“ 

5,74 

5,63 

3K 

90 

3,94 

4,12 

4,36 

4,61 

4,61 

4,88 

3,15 

3,6! 

1,94 

2,05 

2.24 

2,32 

3,45 

2,60 

2,60 

2.76 

3,13 

6,29 

2,58 

2,73 

2,89 

3,06 

3,24 

3,43 

3,43 

3,63 

1,30 

3,87 

1,74 

1,84 

1,72 

2,(6 

2J8 

2,3r 

2,31 

2,45 

2,60 

2,72 

1,04 

53 




... 



95 

35 



46 

46 

48 

51 

si 

53 

2,09 

76 


... 

99 

1,05 

1,11 

1,17 

1,17 

1,23 

25 

1,05 

28 

54 

59 

61 

64 

67 

67 

7J 


3,83 

1,83 

1,94 

2,07 

2,17 

2,30 

2,43 

2,43 

2,58 


... 



56 

1,05 

1,11 

M7 

U7 

1,23 

... 

... 



13 

' 30 

31 

33 

33 

35 








(b)t67 

(b)140 

0>)I65 

39,20 

33,80 

9,79 

10,53 

23,15 

21,11 

18,18 

20,90 ~ 

SCmET 

22,to" 


NOTE.—Fig aro? shewn un der Columns 2to4ofihc statement arc at pre-devaluation rales of exchange, 
(b) Exdwnge variations. 
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10 


It 


12 


xxm.~I.D.A* : * - 

(i) Roads Project 
(/I) Uf. Tubewell Project 
(fit) Shetrunji Irrigation 
(<V) Salandi Irrigation 
(v) Punjab Drainage 

<vi> d.v.civ 

(vff) Sone Irrigation 
(v/tf) Puma Irrigation 
(/*) Koyna Project (Ilnd Stage) 
(x) Bombay Port Trust 
(jci) P & T (Telecommunications) 
(i/i) Railway Project Vil 
(xiii) Kothagudem Power Project 
(xlv) Industrial Imports 52-IN 
(per) II Telecommunication Project 
(jcvi ) VIII Railway Project 
(xvii) II Industrial Imports 78 IN 


Total 

Grand Total 


... 

... 

... 


45 

48 

54 

54 

54 

... 

... 

... 

... 

2 

5 

5 

5 

5 



... 

... 

... 

3 

3 

3 

3 


... 

... 



6 

6 

7 

7 

... 

... 

*•4 

1 9 4 


8 

9 

8 

9 

... 


*• 1 

• f« 


13 

15 

IS 

15 


... 

... 

... 


6 

14 

14 

14 

... 

... 

... 

... 


5 

12 

12 

12 


... 

... 

... 

... 

7 

16 

16 

16 


... 

f 

... 


6 

13 

14 

13 


... 

... 



17 

38 

38 

38 



... 




58 

58 

61 


... 

... 




9 

18 

18 


... 

... 




... 

41 

41 


... 

... 

... 

... 


... 

15 

15 


... 

... 




... 

56 

56 








(b)32 

(b)30 

... 


... 

... 

47 

1,24 

. 2,52 

4,06 

4,07 


54 

5 

I 

7 

9 

15 
4 
U 

16 
14 
38 
61 
18 
81 
30 
56 
45 

(bJ40 


-M8 

48,50 3,08,63 4,66,90 1,74,99 1,90,28 1,91,68 2,22,25 19,52,00 2*97,32 2,95,29 3,15.78* 


(b) Exchange variations. 


Capital and Loans to Public Sector Undertakings 

This table gives, at one place, the estimates of the capital and loans to be provided by government to financial institu¬ 
tions and undertakings in the public sector during the current and the next year. 

(In lakhs of Rupeees) 

Budget, 1974-75 Revised, 1974-75 Budget, 1975-76 

Name of Institution-----——-- 

Capital Loan Total Capital Loan Total Capital Loan Total 


FINANCIAL INSTITUTIONS 

Shipping Development Fund 


Committee 

Agricultural Refinance Cor¬ 


71,50 

71,50 


68.50 

68,50 


59,97 

59,97 

poration 

National Co-operative Develo¬ 

• • 

40,00 

40,00 

• « 

50,00 

50,00 

* * 

50,00 

50,00 

pment Corporation 

. • 

6,65 

6,65 

. . 

3,60 

3,60 

. . 

13,10 

13,10 

Land Mortgage Banks 
Repatriates Co-operative 

Finance and Development 

9,00 

* * 

9,00 

* * 

* * 

* * 

6,00 

* * 

6,00 

Bank Ltd. 

Newspaper Finance Cor¬ 

6 

6 

6 

5 

* ‘ 

5 

5 

20 

25 

poration 

Industrial Credit and Invest¬ 

20 

20 

• • 

• • 

* * 

• • 

20 

• • 

20 

ment Corporation of India 
Industrial Finance Cor¬ 


21 

21 

• • 

21 

21 

* ■ 

21 

21 

poration 

Industrial Development Bank 


1,83 

1,83 

• • 

21 

21 

* * 

27 

27 

of India 

General Insurance Corpora¬ 

50,00 

15,00 

65,00 


1,50 . 

1,50 

•• 

6,00 

6,00 

tion 

Delhi Small Industries Develo¬ 

6,36 

• • 

6,36 

6,36 


6,36 



47 ' 

pment Corporation 

40 

•• 

40 

54 

25 

79 

47 

■■ 

Total 

66,02 

1,35,19 

2,01.21* 

6,95 

1,24,27 

1,31,22 

6,72 

1,29,75 

T,36,47 
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U.P. SMALL INDUSTRIES CORPORATION LTD. 
(A Government of U.P. Under taking) 

is engaged 

in serving small-scale mils of the Slate 
by rendering multi-dimensional assistance. 


[UPSIC 


I * supplies raw materials—both indigenous and imported. 
| * imports raw materials on behalf of S.S.I. units. 

| * supplies machines on hire-purchase, 
f * runs a marketing scheme for S.S.L units and registers 
I S.S.I. units for government store purchase programme. 
I * runs several commercial units. 

I 558 establishes joint projects in backward areas. 

I * provides package assistance to entrepreneurs in csta- 
{ blishing their units in specific industrial Complexes. 

| Managing Director , 

| U.P. Small Industries Corpn; Ltd. 

| B-15, Sarvodayanagar, 

l KANPUR. 


SHIPPING—our proud heritage 

Indians of sit ages tinea the dawn of 
history have boon great carriers by water. 

The art of shipbuilding in India Is as old «• 
its civilization. In ancient times the vast 
Indian coastline was studded with hundreds 
of ports, big and small. From antiquity India 
Kept contact with the great civilizations 
through its maritime trade and commerce 
and enriched the nations and the peoples of 
the world. 






\& r . 












Today Scindia ships proudly carry on the tradition 
of Indian shipping and sail to the far corners of the 
world carrying s wide variety of merchandise. 

THI SCINDIA ST1AM 
NAVIGATION CO., LTD. 

Scindia House, Narottam Morarjee Marg, Ballard Estate. 
Bombay-400 038 Telephone 268161 (12 lines) 

Telex;011-2205 & 011-3618 AIM 




SUNDARAM-CLAYTON LIMITED 


Manufacturere of 

Entire range of equipment for Compressed air-assisted 
Brake Systems and Full-air brake Actuation Systems 
for Commercial Vehicles, Tractors, Trailers and 
Earth Movers. 



Regd. Office 

37, Mount Road 
Madras • 600 006 


Factory 

Pad! 

Madras - 600 050 
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“{Made irijndia" 
j\ -for the World 

mHf In the middle ages and for centuries earlier from the time of 
*p/r Alexander the whole of the then known world was the 
fjf market-place for Indra Spices silks and the finest muslins, 
m perfumes and fragrances—and finally high quality steel for the 
r finest Damascene blades went by camel and mule to the out 
K side world over the Khyber Pass and the legendary 'Silk Route 

The wheel has turned full circle After a brief period of colonial 
stagnation India has once again become a producer for the whole 
world In this Tatas have played a pioneering role on all five 
continents with Tata steel going to America Tata trucks to Furope 
Tata textiles and radios to Africa tubes and press tools to Australia 
and rails and railway equipmont to Asian countries like Burma 


TATA ENTERPRISES 


Standardise on j 

PERKINS 

6.354V 

VEHICLE DIESEL EHGINE J 

the most reliable and I 
inexpensive power unit 1 


'3 



Why la ana angina preferred P Par dear exhaust, Hast 
travelling with maximum load, smoothness, 
manoeuvrability and aaaa of operation. 

Par kina la (ho Idaally tutted truck diesel onglno booauaa 
it onauroa thaaa regular faaturaa with other plua 
features. For examples— 

Dlftct Injection combustion system Low weight per unit power and 
with distributor type fuel Injection compactness mean extra payload, 
pump Automatic advance and Al > component* that require 
retard ot the injection system and f0utm# t#fV ' c# Br# « c# * 

hydraulic governing ensure axcap* #,b,# 

tlonally low fuel consumption 12 volt electrical equipment *n- 


under all operating conditions 


suras positive and Instant starting 


Timing drive through helical gears | under normal conditions 

AND SIMPSONS INSURE GENUINE RtttACEMENT PARTS ARE ALWAYS AVAILABLE READILY 


'88 “I 

»V'+* 

d HmhUmMi 


handissst OotawmmA 
Mngalon, TiniohlitpsUL 

pc mdsrsbsd 
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Economic survey : 1974-75 


The first year of the fifth five- 
year Han- period i.e. 1974-75 
put.up a dismal performance, 
. The growth in national 
income and the rates of 
savings and investment were 
completely out of tune with 
the general pattern of develop¬ 
ment assumed in the draft of 
the fifth Plan. The Economic 
Survey for 1974-75 prepared 
by the ministry of Finance and 
released a few days ahead of 
the central budget came to 
this conclusion after analys¬ 
ing the developments in all the 
major sectors of the eco¬ 
nomy. 


Given below are the first 
and the last chapters of the 
Survey in full. They describe 
not only what transpired in 
N74-75 but also the expecta¬ 
tions of the ministry of Finance 
in 1975-76. 

By all accounts, 1974-75 was 
a year of unprecedented econo¬ 
mic strains in the history of 
independent India. However, 
it was also a year of deter¬ 
mined action on the part of 
the government, demonstrat¬ 
ing vividly the basic resilience 
of our democratic polity in 
grappling with crisis situa¬ 
tions. 

Unprecedented strain 

The first half of* the year 
recorded the sharpest rate of 
increase in prices in the post¬ 
war years. Several factors con¬ 
tributed to this outcome. 
There was the disproportionate 
expansion of money supply 
inherited from the two pre¬ 
vious years. Inflationary ex¬ 
pectations also seem to have 
received an added impetus in 
the earlier part of the year‘be¬ 
cause of unsatisfactory pro¬ 
duction and procurement of 
foodgrains during; the 1974 
rabi season. There? was also a 
large increase in' prices of 
various petroleum products as 
well as fertilisers in the begin- 
?ing of the year—'Which was, 
*turn, an inevitftble by-pro- 
duct of steep increase in poni¬ 


ed prices of crude oil in Janu¬ 
ary, 1974; 

The overall international 
environment of inflation, 
leading to . a sharp in¬ 
crease in prices of a large 
number of imported products 
of basic importance to the 
economy, gave further stimu¬ 
lus to the already strong in¬ 
flationary impulses operating 
in the economy. In a situa¬ 
tion in which international 
prices of commodities such as 
foodgrains were much higher 
than domestic prices, imports, 
even when physically available, 
could not exercise a visible 
downward pressure on domes¬ 
tic prices. However, while in¬ 
ternational factors undoubted¬ 
ly aggravated the situation, 
it must be recognised that the 
inflationary pressures of the 
last two years are basically 
rooted in some of the obvious 
inadequacies of our domestic 
economic structure, the princi¬ 
pal manifestation of which can 
be found in the continued 
sluggishness of agricultural 
production since 1971-72. 

Salutary measures 

Faced with the gravity of 
the economic crisis, the 
government took vigorous 
measures designed to mode¬ 
rate the growth of monetary 
demand and to discourage 
unduly large accumulation of 
stocks. The combined result 
of the tax proposals contained 
in the regular annual budget 
for 1974-75 as well as the 
second Finance Act, the in¬ 
crease in postal rates and the 
enhancement of railway fares 
and freight twice in the year, 
was the mobilisation of a re¬ 
cord amount of Rs 690 crores 
by way of additional financial 
resources by the central 
government in 1974-75. In 
a fdlt year, these measures are 
expected to yield Rs 935 crores. 
The states also put in signi¬ 
ficant efforts at additional re¬ 
source mobilisation, yielding 
Rs 358 crores in 1974-75. On 
any reckoning, this was an 
impressive attempt at resource 
mobilisation. It is, however,. 


unfortunate that a large part 
of these resources has been 
absorbed by inescapable com¬ 
mitments of non-develop- 
mentai, though by no means 
non-essential, expenditure. 

The government made 
strenuous efforts to maintain 
the tempo of investment ac¬ 
tivity in the vital core sectors 
of the economy. During the 
course of the year, additional 
funds were allocated to these 
sectors to meet the unavoid¬ 
able increases in project costs. 
Nevertheless, it cannot be de¬ 
nied that the pace of public 
sector investment could not 
be sustained at an adequate 
level. This was unavoidable 
in a year in which concern 
with price stability had, quite 
justifiably, the first priority in 
the mind of policy makers. 
To the extent various measures 
of resource mobilisation have 
led to a reduction in the mag¬ 
nitude of deficit financing and 
slowed down the expansion of 
money supply, they have 
helped to create a macro en¬ 
vironment conducive to grea¬ 
ter economic stability. 

Regulating incomes 

Measures for additional re¬ 
source mobilisation were sup¬ 
plemented by more direct at¬ 
tempts at regulation of dis¬ 
posable consumer incomes. 
Thus the legislation impound¬ 
ing a part of additional dear¬ 
ness allowances and the entire 
increase arising from revision 
of wages and salaries, imposi¬ 
tion of restrictions on declara¬ 
tion of dividends beyond sti¬ 
pulated limits and compulsory 
savings for tax payers in hig¬ 
her income brackets, represen¬ 
ted a serious effort at moderat¬ 
ing the growth of household 
spending. The increase in 
intererst rates and exercise of 
greater discipline since the 
1974 slack season in the ex¬ 
pansion of bank credit to the 
commercial sector were design¬ 
ed to encourage savings and 
to provide a disincentive to 
excessive accumulation of in¬ 
ventories. b is possible that 
some of these measures pro¬ 


duced unintended adverse'side 
effects. However, their overall 
impact thus far in the current 
year has been to bring about 
a visible reduction in the rate 
of growth of money supply. 
In a year, which is likely to 
be characterised by hardly any 
growth in real national in¬ 
come, a more rapid increase ini 
money supply would, have 
greatly intensified the infla¬ 
tionary pressures. 

Drive against smugglers 

As part or a package of 
anti-inflationary measures, 
government also intensified its 
operations against smugglers/ 
hoarders and black marketeers. 
The active use of MISA against 
smugglers and other anti-social 
elements seems to have im¬ 
mobilised a part of black 
money, hitherto being used to 
finance an undue accumula¬ 
tion of inventories. The re¬ 
sulting reduction iii the velo¬ 
city of circulation of money 
has encouraged dis-hoarding 
of sensitive commodities and, 
as such has assisted in stable 
Using the price level. 

The adoption of various 
measures designed to mode¬ 
rate the growth of monetry 
expansion does not imply a 
blind faith in the monetarist 
approach to problems of 
economic policy. However, 
considering the exceptionally 
large growth of money supply 
in recent years, one does not 
have to subscribe to the 
monetarist prescriptions to 
conclude that greater finan¬ 
cial and monetary discipline 
must constitute an essential- 
element of any stabilisation 
policy. At the same time, it 
is recognised that in a predo¬ 
minantly agrarian economy, 
food prices form the king-put 
of the price structure and that 
these prices can be stabilised 
only by ensuring a proper 
balance between demand and 
supply. Since in the short ran, 
output could not be increased 
significantly, them Was no. al¬ 
ternative to sizeable imparts 
of foodgra&s. Accordingly, 
government arranged to im- 
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port about live million tonnes 
of fbodgraiqs itt 1974-7$. 
Moreover, in ordUr to ihflu- 
once the state of pi ice expecta¬ 
tions, in the closing months 
of 1974, the government firm¬ 
ly resisted sectional pressures 
for higher procurement prices, 
which could not be justified by 
the objective requirements of 
increased produci ion or pro¬ 
curement. 

Favourable impact 

The behaviour of prices 
since the third week of Septe¬ 
mber, 1974 indicates that the 
various stabilisation measures 
have had a favourable impact. 
The fall in prices in the last 
quarter of 1974, notwith¬ 
standing an unsatisfactory 
kharif crop, suggests some 
weakening of inflationary 
forces. The improved pro¬ 
spects for the forthcomingrabi 
crop can be expected to have 
a further moderating influence 
on prices. Even then, it has 
to be recognised that there 
are still sizeable imbalances in 
the demand and supply of 
basic wage goods. As such, it 
will be unwise to assume as 
of now, that the struggle 
against inflation has been 


brought to a successful con¬ 
clusion. 

The performance of some 
important sectors of the 
economy in 1974-75 is sum¬ 
marised in the following para¬ 
graphs. 

National Income 

Official estimates of nation¬ 
al income in 1973-74 indicate 
that the growth rate was only 
3.1 per cent. The overall 
rate of growth of the econo¬ 
my during the fourth Plan 
avearged about three per cent 
per annum. This is a disap¬ 
pointing performance for any 
economy in which population, 
is increasing at on average 
annual rate of 2.2 per cent. 
Since effective solutions for 
the basic problems of poverty 
and under-development can be 
found only through rapid 
economic growth, our objec¬ 
tive must be lo gear the econo¬ 
my to a higher growth rhythm 
than it has been used to in the 
past. Unfortunately, no visi¬ 
ble progress is likely to have 
been made in this direction 
in 1974-75 since the economy 
on current expectations, is 
not likely to record a rate of 


gtmyth of ifcpffe than one pti 

qUlA* r o, 1 •<! ‘ jjty 

Official estimates of saving 
and investment for 1973-74 
are still not available. How¬ 
ever, it appears that the steep 
rise in the price level has ad¬ 
versely affected the rate of 
saving in the economy. Due 
to lack; of data on savings in 
the form of physical asset 
formation in the household 
sector, a broad idea of the 
saving of this sector has neces¬ 
sarily to be based on data 
on net financial assets of this 
sector. 

Household savings 

The Reserve Bank has 
estimated that household sav¬ 
ing in the form of financial 
assets at current prices in¬ 
creased by only Rs. 329 crores 
in 1973-74. Computed in real 
terms, the increase would be 
negligible. While in terms of 
current prices, the saving of 
the public sector consisting 
of central and state govern¬ 
ments (including local autho¬ 
rities) and their undertakings 
was perhaps a shade better 
than in the previous year, here 
again, in real terms, there 
appears to have been a decline 


on accounlofthe price rise 
4§re«gefci of the private W 
financial corporate sector also 
it is estimated that its saving 
in 15(73-74 wist stagnant a 
the 1972-73 level* in sum 
therefore, the aggregate jj o ; 
mestic saving in 1973*74 
seemsto have declined in rent 
terms. 

Capital formation 

As regards investment, 
some idea of the capital for¬ 
mation in the public sector 
in 1973-74 can be formed on 
the basis of economic classi¬ 
fication of the central budget. 
These data shows that, although 
in money terms there was a 
marginal increase in capital: 
formation, in real terms there 
was a significant decline, itj 
is not possible to give even an 
approximate estimate of capi-: 
tal formation in the household 
sector for lack of adequate 
data. In regard to the private 
non-financial corporate sector, 
however, an overall view about 
the trend of investment based 
on the flow of funds to this 
sector for investment purposes 
through financial intermedia¬ 
ries, capital issues and its own 
investible funds generated 
through retained profits and 
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depredatiop jM'Ovmon can be 
formed*’ Hafied on these data 
the Reserve Bank has estima¬ 
ted that the gross capital for¬ 
mation of the corporate sector 
increased by less than nine per 
cent in 1973-74 compared to 
an increase of 13.5 per cent in 
the preceding year. 

in aggregate terms, both 
domestic saving and invest¬ 
ment as a proportion of natio- 
&t income seem to have declin¬ 
ed in 1973-74 as compared to 
1972-73, While domestic saving 
wa s about 10 per cent of 
national income, investment 
may have been around 11 per 
cent of national income. There 
is unlikely to have been any 
improvement in 1974-75; This 
is an indication of the task 
that lies ahead in our quest 
for a more dynamic economy. 

Agricultural situation 

There is considerable evi¬ 
dence to suggest that India's 
agriculture seems to have lost 
the momentum for growth it 
exhibited in the late sixties. 
The index of agricultural pro¬ 
duction reached a record level 
of 131.6 in 1973-74, However 
it was only marginally higher 
than the previous peak level of 
*131.4 reached in 1970-71. The 
fact that the population of 
the country has since increased 
: by nearly seven per cent under¬ 
scores the imbalance between 
availability and requirements 


as * mult of the sluggishness 
of agricultural output; 

In large measure, adverse 
weather conditions have been 
responsible for this unsatis¬ 
factory state of affairs. How¬ 
ever, it would be a mistake to 
regard the continued sluggish¬ 
ness of agricultural output as 
being due wholly to the opera¬ 
tion of such random factors 
as weather conditions. For 
example, the decline in the 
output of wheat after 1971-72 
is partly attributable to the 
appearance of a new rust 
disease affecting Kalyan Sona. 
Because of more favourable 
weather conditions, the ouiput 
of wheat during the coming 
rabi season may well stage a 
recovery. Nevertheless, the 
maintenance of a healthy up¬ 
ward trend in the output of 
wheat is crucially linked to the 
availability of new rust resis¬ 
tant varieties of seed. 

Stagnant production 

As regards rice, despite a 
three and a half times increase 
in the area under high yielding 
varieties in the fourth Plan 
period, there has been no 
visible acceleration of the rate 
of growth of productivity in 
the traditional rice growing 
states. Although output in 
1973*74 reached the record 
level ol*43.7 million tonnes, it 
was only marginally higher 

Selected Economic Indicators 


than the previous peak level 
of 43.1 Million tonnes reached 
in 1971*72. The output of 
rice in the 1974 kharif season 
is estimated to have declined 
by nearly 1.7 million tonnes 
from the level of 40.7 million 
tonnes reached in the kharif 
season of 1973. Susceptibility 
of new varieties to pests and 
diseases, particularly under 
conditions of lack of effective 
control on water supply, 
continues to pose a major 
problem. Among coarse 
grains, with the exception of 
bajra, the new high yielding 
varieties have yet to establish 
their popularity. As for 
pulses, there arc at present 
no effective high yielding 
varieties. 

Commercial crops 

Production in the fourth 
Plan period averaged 10.9 
million tonnes, which was 
only slightly above the average 
for the first Plan (10.7 million 
tonnes). Among commercial 
crops, the new varieties seem 
to have made a visible impact 
only in the case of cotton. 
Even in this case, output after 
1971-72 has failed to reach 
the peak level of 6.6 million 
bales attained in 1971-72. 
Output declined to 5.4 million 
bales in 1972-73 but recover¬ 
ed to 5.8 million bales in 
1973-74. In 1974-75, the out¬ 
put is likely to be about 6.0 


1969-70 1970-71 1971-72 1972-73 1973-74 1974-75 

(Percentage change over previous year) 


1 . 

National Income at 
constant (1960-61) prices 

5.7 

4.9 

1.4* 

—0.9* 

31** 

1.0(E) 

2. 

Agricultural production 

6.7 

7.3 

-0.4 

—7.1* 

9.1* 

— 

3. 

Foodgrains production 

5.8 

9.0 

-3.0 

—7-7* 

6.8* 


4. 

Industrial production 

7.4 

3.0 

3.3 

5.3 

0.5 

3.8t 

5. 

Electricity generated 

14.4 

8.4 

8.8 

4.8 

1.6 

7.8tf 

6. 

Wholesale prices 

3.7 

5.5 

4.0 

9.9 

22.6 

27.2£ 

7, 

Money supply 

10.8 

11.2 

13.1 

15.9 

15.3 

3.1@ 

8. 

Imports 

-17.1 

3.3 

11.6 

—1.5 

56.4 

53.8ft 

9. 

Exports 

4.1 

8.6 

4.8 

21.9 

25.9 

36.2ft 

10. 

es__ 

Freight carried by railways 
(net tonne kilometres) 

2.5 

—0.7 

4.6 

2.5 

—10.4 

3.7ft . 


(E) Estimated * Provisional ** Quick estimate t April-July, 1974 compared to ApriMuiy, 
•973. £ AprH-Dccember, 1974 compand to April-December, 1973. @ As on January 
31. 1975 compared to March 31, 1974. ttApril November, 1974 compared to April* 
• November, $73. ■ 


million bales. There are indi- 
cations that while; the output 
of sugarcane in 1974-75 may 
be about the same as its;!973- 
74; there is likely to be 4 dec¬ 
line in the production df both 
oilseeds arid raw jutc. 

On current reckoning, the 
Index of Agricultural Produc¬ 
tion in 1974-75 is unlikely id 
record any significant increase. 
The output of foodgrains may 
be about the same as the 
level of 103.6 million tonnes 
reached in 1.973-74. The sub¬ 
group index of commercial 
crops may record a decline. 

Industrial Production . 

Industrial output in the 
first seven months of 1974 
increased by 2.3 per cent. 
Judging by the available pro¬ 
duction data for subsequent 
months, the rate of growth 
of industrial production in 1974 
may bs about 2.5 per cent as 
compared to 0.7 per cent in 
1973. However, for the fiscal 
year 1974-75, the increase in . 
industrial production may be 
of the order of 3.5 per cent 
as compared to 0.5 per cent 
in 1973-74, 

In the earlier part of the 
year, factors such as shortages 
of power, fuel and transport 
facilities hampered industrial 
production. More recently, 
there has been a notable im- , 
provement in the generation 
of power and in the produc¬ 
tion and transport of coal. 
Howcvever, on account of 
none too encouraging pros¬ 
pects for increased availability 
of agricultural raw materials, 
the overall outlook for indus¬ 
trial production continues to 
be uncertain. In the mean¬ 
while, if unsettled conditions 
in industrial countries affect 
the demand for our exports, 
this could be a further compli¬ 
cating factor. 

It is a matter of consider¬ 
able satisfaction that many 
public sector undertakings 
continue to record higher 
levels of production. Output 
in a number of core sector 
industries has shown encour¬ 
aging trends. According to 
advance information which 
is necessarily of a provisional 
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nature, Industries such as 
electricity generate, Jteel and 
coal recorded a signmcant in¬ 
crease in output during the 
period April to December, 
1974 as compared to the 
corresponding period of 1973. 

Power output 

The output of eteeticity went 
up by 6,0 per cent, of saleable 
steel from principal producers 
by 10.4 per cent and of coal 
by 8.5 per cent. The output 
of nitrogenous fertilisers went 
up by 8.0 per cent though that 
orphosphatic fertilisers went 
down by 7.1 psr cent. On the 
debit side, industries like ce¬ 
ment anil aluminium recorded 
a fall in output by 3.5 per cent 
and by 17.0 per cent respecti¬ 
vely. Among consumer goods 
the production of vanaspati 
declined by 29.3 per cent. 

While the output of cotton 
yarn remained stagnant, that 
of mill made cotton cloth 
went up by 3.9 per cent. The 
output of commercial vehicles 
declined by 6.7 per cent while 
that of cars and jeeps went 


down by 23.7 per cent and 
19.7 per certt respectively. The 
output of scooters went up by 
15.0per cent. Vehicular diesel 
engines recorded an impres- 
si /e growth of 45.2 per cent. 

Although the capital mar¬ 
ket and, in particular, the 
new issues market, has been 
depressed since the ordinance 
imposing restrictions on divi¬ 
dends was issued in Ju»y, 1974, 
the data relating to approvals 
by the Capital Goods Com¬ 
mittee, and demand for funds 
from the teim financing insti¬ 
tutions do not indicate any 
visible slackening of industrial 
investment in 1974-75. How¬ 
ever, since investment beha¬ 
viour is often subject to un¬ 
predictable moods of pessi¬ 
mism and optimism, the situa¬ 
tion needs to be carefully 
watched so as to facilitate a 
flexible response to the emer¬ 
ging situation. 

Wholesale prices 

The Wholesale Price Index 
reached its highest peak in the 
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weak ending September 21, 
1974.' The index at that point 
Was 32 per cent higher than 
during the corresponding week 
of 1973. Jrt the following 
three months, prices declined 
by about five per cent. As a 
result, the index at the end of 
December, 1974 was 18.8 per 
cent higher than at the end 
of December, 1973. This is 
to be contrasted with an in¬ 
crease of 26 per cent in the 
index between December, 1972 
and December, 1973. Despite 
the welcome relief of recent 
months, the average value pf 
the Wholesale Price Index in 
1974 went up by 27.3 pet cent 
as compared to the average 
increase of 19.2 per cent in 
1973. This is an indication 
not only of the continuing 
strength of the inflationary 
forces in the economy but 
also of severe distortions that 
inflation has introduced in our 
economic structure. 

It has to be noted that 
nearly one-half of the rise in 
the Wholesale Price Index 
both in 1973 and 1974 was 
due to a steep increase in the 
prices of food articles. The 
improved prospects for the 
forthcoming rabi crop, the 
fact that. government have 
arranged to import sizeable 
quantities of foodgrains 
to maintain an orderly flow of 
foodgrains through the public 
distribution system and a re¬ 
duction in the rate of growth 
of money supply can be ex¬ 
pected to have some stabilis¬ 
ing effect on prices. 

Impact absorbed 

The impact of the sharp 
increase in the prices of petro¬ 
leum products would by now 
appear to have been largely 
absorbed in the price structure. 
Taking all these factors into 
account, one Can expect, that 
in the coming months, the rate 
of growth of prices will slow 
down as compared to the cor¬ 
responding period of the last 
year. However, given the 
existing precarious balance 
between demand and supply 
of basic wage goods and the 
known instability of agricul¬ 
tural output, it cannot . be 
readily assumed that, with that 
additional efforts, we can 


look forwartf tb a Wgime 0 
: reasonable price stability. 

Available data indicate th a < 
despite various efforts by the 
central 'government to mobi. 
Use additional resources a n < 
curb less essential expenditure 
the budgetary deficit in 1974 . 
75 will turd out to be much 
higher than the figure of ft< 
126 crores mentioned in th« 
budget estimates, , This is dm 
to higher expenditure than wa< 
originally budgeted for on item 
such as food and fertilise) 
subsidy, payment of dearne$< 
allowance to the government 
employees, certain commit¬ 
ments to the states on ac- 
count of drought relief , and bu- 
dgetary support for a,number 
of public sector enterprises 
for meeting their cash losses. 

Lower deficit 

Nevertheless, it is a matter 
of some satisfaction that 
during the current year so 
far, deficit financing at the 
centre, as measured by the 
net increase in the Reserve 
Bank credit to the central 
government, has been running 
at a rate lower than that of 
the last year. The improve¬ 
ment is much more marked if 
one takes into account both 
the centre, and the states. The 
net increase in the Reserve 
Bank credit to government 
(centre and states combined) 
works out to Rs 540 crores 
during the current fiscal year 
upto January 31, 1975 as com' 
pared to Rs807 crores duritij 
the corresponding period of 
1973-74. 

As a result of a more selec¬ 
tive credit policy, the rate oi 
growth of bank credit to com-' 
mercial sector during the cur¬ 
rent year so for has been 
significantly less than last year 
Thus between March 31,1 
and January 31, 1975 the in¬ 
crease of Rs 959 crores it 
bank credit to commerce 
sector was considerably low® 
than the increase of Rs 1,287 
crores last year. 

Asa combined result oi 
smaller expansion in bani 
credit both to governmeni 
and to rite commercial sector, 
and a decline in foreign ex¬ 
change assets of the bankmi 
system, ' there has been 

• \; 
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jjbte the rete 

growth of meaey supply 
the current year. The ex¬ 
tern in money supply 
taunted to Rs, 337 crores 
t^eeu March 31, 1974 and 
auary 31, 1975 as against 
I 96 O Crores witnessed 
trine the corresponding 
tied of 1973-74, There has 
e n sizeable contraction in 
i currency component of 
sney supply during thecur- 
tit year so far (till January 
,1975) in contrast to an 
srease of Rs 565 crores in 
. corressponding period of 
73*74. 


juice of payment 

The sleep increase in the 
ices of imported fuel, food 
d fertilisers has given rise 
renewed pressures on our 
lance of payments, even 
ough this pressure has so 
■ been contained within 
mageable limits as a result 
significant increase in the 
lueofour exports as well 
large borrowing from the 
IF. 

According to the customs 


data* exports during 1973-74, 
increased by about 26 per cent 
as compared to 1972-73. 
On the other hand, the value 
of total imports recorded a 
still sharper increase of nearly 
56 per cent. As a result, the 
balance of trade showed a 
deficit of Rs 437.7 crores in 
1973-74 as compared to a 
surplus of Rs 100.3 crores in 
1972-73. During the first eight 
months of 1974-75, the trend 
towards a faster expansion of 
imports than that of exports 
has continued. While exports 
moved up by 36 per cent the 
rise in the value of imports was 
of the order of 54 per cent, 
resulting in an adverse trade 
balance of Rs 425 crores. 

IMF facility 

In February 1974, India 
drew Rs 62.6 crores under the 
compensatory financing facility 
of the IMF. In the current 
year, India has so far drawn 
Rs 488 crores from the IMF. 
The IMF borrowings have to 
be repaid in the coming 3 to 7 
years. This implies that unless 
India's imports decline in th e 


coming year# dr export* display 
a much greater buoyancy than 
was the case in the past, we 
shall be faced with a balance 
of payments problem of tm- 
usal severity. In this context 
the highest priority needs to 
be attached to reducing our 
dependence on imported food- 
grains as well as imported oil 
and fertilisers. In any viable 
planning for our balance of 
payments, we must also take 
note of the continuing Weak¬ 
ness of India's export pro¬ 
motion efforts. 

Fortuitous circumstances 

The recent increase in the 
value of exports is mostly 
a consequence of fortuitous 
circumstances connected with 
world inflation and the inter¬ 
national commodity boom, in 
volume terms, India’s exports 
in 1973-74 grew no faster than 
3.6 per cent and the average 
annual rate of growth of ex¬ 
port volume in the fourth Plan 
period was no higher than 4.2 
per cent. With the expected 
decline in international com¬ 
modity prices to their more 


normal levels, India's expot* 
earning may receive' a. visible 
setback unless we cap revitalise 
our promotional efforts. ■ '■} 

Year In Retrospect 

1974-75 happened tobe the 
first year of the fifth Plan. 
Unfortunately judging by such 
criteria as the rate of growth of 
national income and rate of 
saving and investment, the eco- 
nomy’s performance during 
this year has been out of line 
with the expectations underly¬ 
ing the draft fifth Plan docu¬ 
ment. This was perhaps in¬ 
evitable in a year in which the 
economy experienced not only, 
a considerable shortfall in agri¬ 
cultural output in the kharif 
season but uiso received severe 
external shocks. In view of 
the acute inflationary pres¬ 
sures, the foremost concern 
of economic policy was to 
impart a measure of stability 
to the economy. Since no viable 
development strategy could be 
implemented in the background 
of steeply rising prices, it was 
inevitable that longer term 
goals had to give precedence 


'JE4££ fluorescent Light 



Mrary Vapour Lamps 


In a variety of 1 
designs to suit 
decorative, 
industrial or street 
lighting purposes. 


&.!.« a Btrtrlca: 




43 . Of. V. B. Gandhi Ma»e. $pmb.y. 40 d 023 , 

• Branch: N.w D#thi. £ ■ ' 

Aitoeitft# Offic**: Bangalore • Myd»ribad __ , 

e Calcutta (Branch; GauHati) * Madra. (Stanch**: Madura) fctmakuiem). 


, „ & 




mmm 


$25. 


MARCH 7,1975 




to the short tdtm task of fcdo- 
nomic stabilisation. 

It would still be premat¬ 
ure to assume that the eco¬ 
nomy was on the threshold 
of a new eia of price 
stability. Nevertheless, the 
continuing concern with pro¬ 
blems of stability has to be 
matched by selective stimuli 
at strategic points, designed to 
raise the rate of saving and 
investment in the economy. 
Unless the economy grows, 
even price stability in a poor 
country such as ours will 
■elude us. This is a mea¬ 
sure of the challenge that 
policy planners will have to 
face in 1975-76. 

Outlook for 1975-76 

Forecasting the rate of 
growth of an economy in 
which agriculture accounts for 
nearly one-half of national 
income is always a risky 
venture. In any such evaluation 
one has to take note of the 
continuing operation ofanum- 
ber of domestic constraints 
as well as the increased un¬ 
certainty of the international 
trading environment which 


may act as inhibiting factors 
in any marked step-up in the 
rate of growth of national 
income during 1975-76, Ne¬ 
vertheless, the available in¬ 
formation in respect of some 
important sectors of the eco¬ 
nomy points to an improve¬ 
ment in the overall perfor¬ 
mance of the economy in the 
coming year even though no 
dramatic changes can be ex¬ 
pected in the short run. 

Green revolution 

Reference has been made 
earlier in this Survey to the 
limited impact of the Green 
Revolution on agricultural 
production, as also to a certain 
deterioration in the quality of 
seeds* which has affected the 
production of wheat since 
1971-72. Nevertheless, consi¬ 
dering the fact that since 
1970-71 the irrigation potential 
has increased by nearly 3 to 4 
million hectares and that the 
high-yielding varieties now 
cover a much larger area, it 
should be possible to sustain 
a higher growth rate in agri¬ 
cultural output in the years to 
come. Uncertainty regarding 
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the availability of ArtiBimi 
and a steep increase in their 
prices since May 1974,, how¬ 
ever, complicate the picture 
and make it difficult to form 
a definite judgement about 
the likely growth of agricul¬ 
tural production in the com¬ 
ing years. It is, of course, 
obvious that a substantial in¬ 
crease in the rate of growth 
of food production-is greatly 
dependent on the achievement 
or a breakthrough in the pro¬ 
ductivity of rice and coarse 
grains. Among commercial 
crops, only raw cotton offers 
some promise in the short 
run, even though the expecta¬ 
tions aroused earlier by the 
discovery of new varieties such 
as MCU-5 and Hybrid-4 have 
had to be modified considera¬ 
bly since then. 

Growth of power 

As for industrial produc¬ 
tion, the power supply is ex¬ 
pected to maintain a rate of 
growth of about 10 per cent 
in 1975-76, assuming normal 
rainfall. The production of 
coal and steel can also be 
expected to show an upward 
trend. These factors should 
provide a significant stimulus 
to Increased production in 
industry, provided that the 
transport bottleneck ceases to 
be as important a constraint 
as was the case in the past. 
However, the international 
trading environment has be¬ 
come more unfavourable and 
this may well affect exports of 
some of our industrial pro¬ 
ducts. 

Greater utilisation of in¬ 
dustrial capacity would faci¬ 
litate a significant increase 
in industrial output. Yet it 
has to be recognised that fnllar 
utilisation of capacity in capi¬ 
tal goods and intermediate 
products is linked in an im¬ 
portant manner tolhe progress 
of public sector investment, 
ff the stringency of financial 
resources stands in the way of 
a significant step-up of in¬ 
vestment in the public sector, 
this will affect capacity utili¬ 
sation. Moreover, one has to 
take note of the inevitable 
fiuctations in the production 
of important industrial raw 
materials of agricultural ori¬ 
gin. Nevertheless, on current 


■ expetfeil0fis, tfcC evdrill ra 
of growth of industrial pr. 
dilution in 1975-76 islikely 
be higher-titan ho 1974-75. 

In the shortrun.we ha 
only a limited margin of m* 
oeuvrability in bringing aboi 
a sharp acceleration in tl 
overall rate of growth. Neve 
thelcss, economic policy plai 
ners must grapple in 1975-'; 
with the task of raising tl 
rate of growth of national h 
come in years to come bcywi 
the trend rate of 3 to 3.5' pi 
cent which seems to have bi 
come the unenviable lot of ih 
economy in the last fiftce 
years. This is by no mew 
going to be an easy task sine 
inflationary tendencies in th 
economy are still very stron 
and any expansionist polic 
will have to be so devised a 
not to accentuate the cxistin 
pressures in the economy, > 
premature general reflation o 
demand will give a fresh leas 
of life to inflationary expecta 
tions, and in that event, price 
may tend to rise even taste 
than in the last two years. 1 
is, therefore, imperative ilia 
the needed stimulus to th 
economy must be planned it 
the context of continued over 
all emphasis on fiscal am 
monetary restraint. 

Increase in production 

Although there has recent!] 
been considerable talk of i 
recession, the available indi 
cators point to a gradua 
increase in the industrial proi 
duction in the coming monthsj 
Of course, the insistence c| 
some segments of industry u 
maintain prices, in face ol 
consumer resistance, at a level 
yielding abnormally high pro 
fit margins of the last iw< 
years, might lead to some tern 
porary reduction in capacit; 
utilisation in certain sectors 
However, in all such cases, th 
emphasis must be on pcrsu< 
ading industry to pursue mor< 
realistic pricing policies thaij 
for the government to relaj 
prematurely the fiscal and 
credit curbs. AU the same, onj 
cannot rule out the possibilrt] 
that the current state of 
ness psychology, coupled wit 
undertax prospectsfor sotn 
of our industrial exports, V 
the sluggishness & pubo 
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TOGETHER 
WE GROW 


Today our deposits have crossed Rs. 920 Crores—an 
increase of Rs. 116 Crores over the last year. 
Our advances have risen from Rs. 569 Crores 

to Rs. 670 Crores. 

Of our 836 branches in India, 510 are in rural and 
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sector investment way require 
50 ms adjustment in current 
policies mthefutme. 

B:>th the timing and the 
extent of needed adjustments 
vrill be influenced by the trend 
of export demand as well as by 
the state of the domestic food 
economy. However, as of now, 
it appears that in the back¬ 
ground of acute inflationary 
pressures in the last two 
years, our response to such a 
situation should be to sustain 
business confidence in invest¬ 
ment and export markets 
through more selective stimuli 
rather than a general reflation 
of demand. 

Mobilising resources 


In recent years, govern¬ 
ment have made impressive 
efforts to mobilise additional 
financial resources both by 
ny of taxation and market 
borrowings. Unfortunately, a 
major proportion of the re¬ 
sources thus mobilised has 
been absorbed by the increase 
in non-developmental expendi¬ 
ture, particularly on pay and 
allowances. As a result, the 
.public savings potential impli¬ 
cit in additional resource 
mobilisation efforts has not 
been realised. Since an in¬ 
crease in the saving rate is an 
essential condition for sustain¬ 
ing higher rates of investment, 
new strategies will have to be 
worked out to raise the rate of 
saving. On account of a steep 
increase in prices in the last 
two years, this is admittedly 
not going to be an easy task. 
Vet a fuller utilisation of the 
substantial excess capacity 
Mat now exists in the public 
sector alone would make a sig¬ 
nificant contribution to enlarg¬ 
ing the pool of public sector sa¬ 
vings. A more realistic pricing 
Policy for public sector enter¬ 
prises would also help to gene¬ 
ts new savings. Similarly, 
a doption of more effective 
methods of tax administration 
^signed to reduce tax eva- 
tion would not only help to 
! awe public sector savings 
ut a ^o enhance the effec¬ 
tless of our tax system in 
facing inequalities in income 
W w ^lth. Moreover, pur- 
jw.of flexible pricing policies 
rj uidustrjal products in gene- 
ai Wou ld not only help to 

Sp ECIAI. BUDOST NUMBER 


reduce the hold of black 
money on our economy but 
would also improve govern¬ 
ment revenues and public 
savings. 

There are also considerable 
opportunities for diverting 
more of available savings for 
higher priority investments 
both in the public sector and 
in the private sector. Curren¬ 
tly, the bulk of national sav¬ 
ings originate in the house¬ 
hold sector but only one-half 
thereof takes the form of 
financial assets whose deploy¬ 
ment is generally subject to 
social control. It is likely that 
the rapid inflation of the last 
two years may have reduced 
the attractiveness of savings in 
the form of financial assets 
such as bank deposits. It is 
necessary to forestall such a 
development through a policy- 
mix which is conducive to in¬ 
creased savings in the form of 
approved financial assets. 
Wavs and means have also to 
be found to ensure that the 
available savings in the cor¬ 
porate sector are plouged 
back into expansion in high 
priority industries rather than 
being diverted to projects 
which are very tow on the list 
of national priorities. 

Population growth 

In any viable strategy for 
raising the standard of living, 
one can hardly over-emphasise 
the importance of reducing the 
rate of population growth. 
The family planning pro¬ 
gramme has helped to create 
greater awareness of the popu¬ 
lation problem in the country. 
It has been estimated that 
currently about 15 per cent 
of couples of child bearing 
age practise family planning. 
Tire birth rate also shows a 
declining tendency. Neverthe¬ 
less, overall progress has fallen 
considerably short of the ini¬ 
tial expectations. It is there¬ 
fore, necessary to reorient our 
family planning programme 
so as to ensure that it gains 
the required momentum. 

The steep increase in the 
price of petroleum since Janu¬ 
ary, 1974 represents a major 
structural change in interna¬ 
tional economic relations. It 
is obvious that in order to 


ensure continued viability of 
India’s balance of payments in 
the years to .come, we must 
not only reduce our depen¬ 
dence on imported sources of 
energy but also greatly intensi¬ 
fy our export promotion 
efforts. As a result of higher 
oil pnees, we shall have to 
think in terms of a minimum 
increase of 10 per cent per 
annum in the export volume. 
The rapid increase in the value 
of our exports in the past two 
years was mostly due to higher 
prices and in terms of volume, 
the export growth of about 
four per cent per annum 
observed since 1968-69 does 
not indicate any major break¬ 
through. 

In 1974-75, we had to draw 
heavily on the resources of 
the IMF to finance our 
payments, gap. The IMF 
is expected to operate an 
expanded oil facility in 1975 
and this should provide us 
with some more time for ad¬ 
justment to the new realities. 
However, we must plan ahead 
for the days when there will 


be no oil facility ip the IMP 
and we will be called upon to 
start repaying to the . IMF 
our existing debts, Xti; tbi$ 
context* the task of pxpdrt 
promotion assumes very great 
importance. 

In the last fifteen years, 
India’s economic structure 
has been greatly diversified. 
As such,, we now have the 
capacity to achieve a major 
breakthrough in exports pro¬ 
vided exporting, on balance* 
becomes as remunerative ail, 
if not more attractive than, 
sales in the home market. The 
world trading environment in 
1975 is not likely to be Con¬ 
ducive to a major expansion 
of world trade. Nevertheless, 
since our share of world ex¬ 
ports in manufactures is in¬ 
significant, given an active 
promotional policy, we should 
be in a position to raise our 
export earnings by a substan¬ 
tial amount. 

An regards the agricultural 
sector, a significant increase 
beyond the observed trend 
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rate of growth of abobt three 
per cent per annumieOt require 
a major reorientation and 
strengthening of our agricul¬ 
tural programmes, At the same 
lime* we must not fall a prey 
So the romantic illusion that 
there are readymade shortcuts 
to rhe'modernisation of agri¬ 
culture. In the short run, 
there are limits to an increase 
in the production of food- 
grains. Moreover, one can¬ 
not lose sight of the inevi¬ 
table fluctuations in output 
from year to year. As such, 
.while adopting every possible 
measure to increase food pro¬ 
duction* the utmost emphasis 
must continue to be laid on 
strengthening the system of 
procurement and public distri¬ 
bution of foodgrains. 

As will be obvious from 
the analysis contained in the 
earlier part of this Survey ; 
there is an urgent need to re¬ 
vitalise the seed industry in 
the country. Arrangements 
for the production of breeder 
seeds need to be greatly ex¬ 
panded and for this purpose, 
U is accessory to have a fresh 


look at the resources which 
are being earmarked for agri¬ 
cultural research. There must 
also be an augmentation of 
the capacity of the National 
Seeds Corporation and the 
othdr public sector agencies to 
cope with the increasing de¬ 
mand for quality seeds. 

It is equally essential to 
step-up the rate of expansion 
of net area under irrigation, 
from about one million hectares 
per annum in the past five 
years, to about two million hec¬ 
tares per annum in the coming 
years. This would require that 
various major and medium ir¬ 
rigation works which are under 
construction or in advance 
stages of planning should not 
be starved of funds on account 
of over-run of costs. It will be 
necessary to resolve the inter¬ 
state disputes over the distri¬ 
bution of river waters with 
greater speed and efficiency. A 
failure to settle these disputes 
involves a significant national 
loss of potential output which 
would have been made possible 
by a faster expansion of the 
area under irrigation. In ad¬ 
dition, more effective arrange¬ 


ments will have to be iftatie for 
the speedy exploitation of vast 
groundwater resources in 
eastern and north-eastern India, 

No less important is the 
task of making full use of the 
existing irrigation potential. 
The Command Area Develop¬ 
ment Programme contemplated 
in the draft fifth five-year 
Plan can make a significant 
contribution to increasing agri¬ 
cultural output, provided the 
administrative structure has the 
necessary degree of flexibility 
and adaptability. The pro¬ 
gramme has been slow in gett¬ 
ing organised. It is necessary 
to impart a greater degree of 
momentum to this programme 
so as to ensure that practical 
answers to various organisatio¬ 
nal and technical problems are 
speedly found. 

At a time when wc spend 
large amounts of money on 
imported fertilisers, it is dis¬ 
tressing to And that a sizeable 
proportion of domestic capa¬ 
city goes unutilised. Inade¬ 
quate supply of power has con¬ 
tributed to this state of affairs. 


Nevertheitess, the^e is evide 
to suggest that power cuts c 
not be an adequate cxpla 
tion for our failure to m 
full use of available capac 
There have been visible g 
in the operation of a num 
of fertiliser units. ConSidei 
the heavy social costs of j 
capacity in this crucial ai 
these gaps must be filled in v 
utmost speed. New fertil 
schemes which are now conti 
plated will also have to 
speedly implemented. / 
delay in their completion ’ 
have a serious adverse ef 
on our ability to increase \ 
tiliser consumption by the < 
of the fifth Plan to about SCI 
milliod tonnes. 

To sum up India’s econo 
in 1975-76 will have to red 
with a highly uncertain inter 
tional environment. Nevert 
less, the overall outlook i 
be greatly influenced by 
trend of agricultural outf 
The assumption of an ord« 
process of growth with su 
lity is, therefore, crucially 
pendent on our ability to 
part a new element of dyi 
mism to Indian agriculture. 
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Speecb delivered by Mr S. Ranganathan, Chairman, Ashok Leyland 
mited to the Shareholders at the Twentyslxto Annual General Meeting of toe 
nopany held on 3rd March 1975 at Ennore, Madras-600 057 


inds, 

[ have great pleasure in 
:om\hg you to the 26th 
iuaV General Meeting of 
r Company. The Director’s 
»ort and Audited Accounts 
the year ended 30th Sep- 
iber 1974 have been in 
r hands for some time now 
, with your permission, I 
II take them as read. 

kcral Economic Conditions 
The year under review has 
n an extremely difficult one 
the economy of our country, 
c to inadequate rains, food 
duction has declined, and 
usiriai output has been 
ously affected by shortages 
naterials, inadequate avail- 
lity of power and to a lesser 
ent problems with transport 
itlenecks. All these pro¬ 
ms, are however, by far out- 
ighed by the problems 
used as a result of the world 
crisis which has resulted 
what can only be described 
a phenomenal increase in 
i world prices of crude oil. 
is has been one of the main 
uses of the severe itffl^tiona- 
pressures witnessed in this 
untry. To combat inflation, 
tr Government took prompt 
fern by introducing measures 
fch as a control on the 
fount of credit available. 
Jmpulsory Deposit Scheme, 
ividend Restraint, and reduc¬ 
es in public expenditure, 
naturally took time for 
^measuresto take effect, 
^ from October 1974, there 
definite signs of a decline 
the rate of inflation and the 
JJ* of quite a few items 
Wised and some even star- 
Mo fall., 

[Jhe Government (Continues 
[take action to imp^ve the 
F r al industrial climate. The 
pn task now is to item#' 
i^erally, and to 


ensure that all existing re¬ 
sources are utilised to the 
maximum possible extent. 
Whilst doing this, a great deal 
of attention must be given to 
improving distribution. India 
is a vast sub-continent, and I 
suggest that we must do much 
more to strengthen and expand 
the transport industry. In the 
past scarcity conditions, and 
consequent spiralling of prices, 
have often arisen in different 
parts of the country more by 
mal-distribution, rather than 
low levels of production. In 
solving our problems the 
Government is quite rightly 
attaching great importance to 
the Transport Industry, in 
which Ashok Leyland plays a 
significant part. Everything 
possible must be done to make 
it possible for the industry to 
produce more vehicles, es¬ 
pecially buses for mass trans¬ 
portation. 

Operating Results 

Despite the economic prob¬ 
lems in general and particular¬ 
ly the problem of obtaining 
power, your Company has had 
a record year from a produc¬ 
tion, sales and profits point 
of view. A total of 7295 
vehicles were sold during the 
year, an increase of almost 
40% on the previous year’s 
levels. No less than 62 % of 
our vehicle sales were to the 
defence forces, various branch¬ 
es of the Government and 
State Transport Undertakings. 
Sales of engines and spare 
parts were also at record 
levels. Despite the record 
sales, due to higher costs in 
ail areas, and the impact of 
Corporate Tax, the net profit 
after taxation represents only 
> 3 % of sales (the same level as 
for 1973). 

The current year has started 




extremely well, but as you 
know severe power cuts have 
been imposed in Tamil Nadu 
much earlier in the year than 
we have come to expect and 
this makes it difficult to fore¬ 
cast our results for 1975. 
However, there is still a huge 
demand for our excellent pro¬ 
ducts, and you may rest assur¬ 
ed that all your employees 
will do everything humanly 
possible to ensure that the 
Company enjoys another 
successful year. 

You will note that in the 
Annual Report we have consi¬ 
derably increased the amount 
of statistics and information 
available to you. 1 believe 
that as shareholders you are 
fully entitled to the maximum 
amount of information regard¬ 
ing your Company’s achieve¬ 
ments and progress. 1 would 
draw your attention in parti¬ 
cular to the graphs which 
indicate our record level of 
production and more impor¬ 
tant, the great improvement in 
productivity. 

A maiden attempt has been 
made to quantify the impact 
pf inflation on various facets 
of our activities. Towards 
this purpose, the normal Pro¬ 
fit and Loss Account has been 
compared with a Profit and 
Loss Account duly adjusted 
for the erosion of Purchasing 
Power of money, calculated 
according to accepted account¬ 
ing norms. This is generally 
known as “Inflation Account¬ 
ing** and its importance is 
becoming realised to a marked 
extent throughout the world. 

I believe we are one of the 
first Companies in India to 
provide its, shareholders with 
such a comparison* As you 
will notice, from the statement 
in t&e annual report tins 


“inflation adjusted 
are considerably fewer than 
the historical profits. We 
current method of computation 
for corporate taxation doe*' 
not permit enough funds, hit)* 
ing available for replacements 
of assets vitally requited. . I 
earnestly appeal to the Govern¬ 
ment to give due consideration 
to this aspect and devise 
suitable future taxation poll- : 
cies which will leave some 
liquidity in the hands of Com¬ 
panies. In this context,. I may 
also mention that the present 
practice of determining the 
borrowing potential With 
reference to historical asset 
values is too restrictive. Such 
changes as Government may 
find it possible to meet these 
difficulties will contribute’ 
effectively to maintain higher 
levels of production. 

Dividend 

Your Directors have deci¬ 
ded to recommend payment of 
a dividend, for the year, of 
12 % the maximum permissi¬ 
ble under the provisions of 
the Companies Temporary Res¬ 
triction on Dividends Act, 
1974. But for these restric¬ 
tions, the Directors would 
have seriously considered pay¬ 
ment of a somewhat higher 
dividend, more commensurate 
with the record results achie¬ 
ved. These restrictions have, 
however, proved a blessing 
by compelling us to do, what 
is prudent and vital to transfer 
a significant amount to reser¬ 
ves which is necessary to 
finance the major expansion 
programme your Company has 
undertaken. 

Selling Prices 

The Government has tangi¬ 
bly shown its confidence in 
this private sector industry, by 
permitting it to discipline itself, 
allowing the companies to 
vary its selling prices as neces¬ 
sary provided profits are kept 
within certain stipulated para¬ 
meters. However, whilst 
whole-heartedly welcoming! 
these moves, my fear isthat 
the scheme under operation, 
as it is, now does not really 
encourage and reward the two 
vital necessities for industries 
■in the country-ihigher effi¬ 
ciency and production. j 

JiAjwaa: 7,1975 




would earnestly request the 
Government tcv introduce 
measures which will ^correct 
this position, even if on larger 
considerations the quantum 
of profits distributed to the 
shareholders is not increased. 

I firmly believe the industry 
will justify the faith and confi¬ 
dence placed in it, by the 
Ministry of Industry and 
Civil Supplies, and your Com¬ 
pany will as always exercise 
self restraint. As you will be 
aware, we were the first manu¬ 
facturers to have passed on to 
* our customers the benefits of 
our greater efficiency and pro¬ 
ductivity, in the most tangible 
manner possible, by twice 
reducing our prices in Novem¬ 
ber 1974 and January 1975. 

Expansion 

Your company recognises 
the paramount need for the 
production of buses and trucks 
to be increased as quickly 
a$ possible, and is therefore 
proceeding as fast as possible 
with the implementation of 
our programme to expand 
production facilities for both 
“Comets” and engines, We 
arc confident that any current 
stagnation in the market is 
only of a temporary nature; 
the technical excellence and 
distinct customer preference 
for our products will ensure 
that we will continue to be 
able to sell all we can pro¬ 
duce. 

Exports 

Your Directors are very 
happy to report that in the 
past year very determined and 
positive action has been taken 
to increase our levels of our 
exports. We have obtained 
orders from countries as far 
afield as Afghanistan, Jamaica 
Nigeria, Oman, the Phillipines, 
Sri Lanka and Trinidad. I 
must mention here our win¬ 
ning the largest order ever for 
the Indian automotive Indus- 
try^-500 complete buses for 
Zaire. Our target for the 
fiscal year 1975/76 is to export 
20 % of our output-no other 
commercial vehicle manu¬ 
facturer has ever achieved 
such a level, I must record 
the very considerable help wc 
have received in the export 


field from our collaborators, 
the British Leyland Motor 
Corporation, who have a. 
world wide network of agents 
and distributors. J would 
also like to express our grati¬ 
tude to the many Ministries 
of Government who have always 
given us very prompt and 
tangible assistance and every 
possible encouragement.. 

Management 

You will all, I am sure, 
share my deep regret at the 
news that Mr. AEL Collins 
passed away in England. As 
the first Managing Director of 
Ashok Leyland, and later as 
its Deputy Chairman, his 
contributions to the Com¬ 
pany’s progress were invalu¬ 
able. His pioneering efforts, 
great vision and zeal played 
an enormous part in the 
development of the Transport 
Industry in India. Mr, Collins 
always combined the best of 
Indian culture and western 
traditions, and endeared him¬ 
self to one and all by his aff¬ 
able manners and human 
approach, On your behalf 
and on behalf of the Manage¬ 
ment and employees of the 
Company, wc wish to place 
on record our deep apprecia¬ 
tion and gratitude for all that 
Mr, Collins did for our nation, 
the automotive industry, in 
general, and our Company in 
particular, and wish to convey 
our heart-felt condolences to 
his bereaved family. 

Messers. W.H. Boardman 
and J.C. Watson resigned 
their Directorships from the 
Board, and I wish to place on 
record our appreciation of 
their interest in Ashok Ley- 
land and wish them well in the 
future. In the casual vacancy 
created by the resignation of 
Mr. J.C. Watson, Mr. I M. 
Simon, a Director of the 
British Leyland Motor Corpo¬ 
ration, was appointed to your 
Board. 

You will also be happy to 
know that Mr. N. Subrah- 
manyam, I.C.S. (Retd.) has 
consented to join your Board 
as an additional Director. Etys 
term of office expires at this 
meeting and subject to your 
agreement, he will be appoin¬ 


ted a Director of your Com¬ 
pany. 

Aetamwledgement 

I would like to record our 
gratitude to our collaborators, 
the British Leyland Motor 
Corporation, for their conti¬ 
nued support and active assis¬ 
tance in the development of 
the Company. 

I would like to take this 
opportunity to convey our 
sincere thanks to the Central 
and State Governments for 
their encouragement and sup¬ 
port, and also to the Financial 
Institutions and our Bankers 
for the support they have 
continued to give us in our 
day-to-day operations. 

You will, lam sure, wish 
to join me in expressing our 
great appreciation of the 
enthusiasm and loyalty of all 
employees and the able ad¬ 
ministration of the manage¬ 
ment team, which have contri- 


buted to the gracing resu 
we have been; aide to ■ achie 
duringiheyehr under revlev 

: I woiikL-he failing in i 
duty if I did not record c 
enormous debt to all t 
State Governments who did 
much to make our record yi 
possible by supplying elect 
power to us, 

I must not forget to expn 
the gratitude we owe to 
our Dealers and suppliers 
materials for their continu 
support, which I am confide 
they will continue to give us. 

Finally, on behalf of t 
Board of Directors and mysc 
1 would like to convey o 
sincere thanks to you, Shat 
holders, for all the confufcn 
that you have reposed in u 
which has been our mainst 
in the management of t 
Company. 

Note: This does not purp. 
to be a record of the proceedings 
the Annual General Meeting. 
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SIEMENS 

A littlete switch ? 

Or a process control system 
for an entire plant? 



experience counts, tn over • 
hundred years we have 
teamed to provide for the 
needs of industry. Today, we 
supply basic switchgear to 
— “ duetries and large. 
Isticsted process 
equipment to giant 
t. With a confidence 
expertise. 



These are a number of very 
good reasons behind the 
universal demand for Siemens 


products and services Taira 
research’ our Principals m 
Germany spend Rs 40 lakhs 
a day testing new ideas, new 
materials, developing new 

E roducts for new markets, for 
oth Industry and agriculture 
Take design oui products are 
the result of need* based 
designing. That's why they 
are acceptable m any market, 
the wortd over Take range 1 
we manufacture all types of 
switchgear, cables uo to 


33*V, motors up to 415 h p. 
and soma vary sophisticated 
switchboards and process 
control equipment Or take 
experience: since our founder 
discovered the dynaroo- 
electric principle e century 
ago. we have led the field. 

Our product range is never 
static. It is constantly 
changing, because the needs 
of industry change New 
products ere developed. 


Siemens can provide both— 
and everything in between. 


existing products Improved. 
Our development programme 
is backed by intensive 
research, a century's, 
experience and careful, well* 
tried production techniques* 

...ell to provide you with 
products you eon trust. 


SIEMENS INDIA LTD. 

Bombay • Calcutta • Madras • 
New Delhi • Ahmedabed* 
Bangalore • Hyderabad • Lucknow- 
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Mass or 
moss-grown? 

—Editor 


MuTJayafrakash Naiayatf was not play¬ 
ing a game of numbers when he led what 
he called “the people’s march to parlia¬ 
ment” on March 6 in New Delhi. He, 
obviously, wanted to make two points: 
that his movement had a mass content 
and that it was all-India in character. These facts, surely, were fully driven home 
on the occasion. I confess that I had not attended a mass political gathering for 
some 28 years until I went to and sat on the Boat Club grounds on March 6. I had 
of course been present at some of the Red Fort gatherings which Jawaharlal Nehru 
used to address on Independence Day. But Nehru was prime minister and those 
occasions were more ceremonial and official Jthan political. As for the election 
meetings which political leaders, big or small, national or state, were holding during 
various election campaigns, I had been totally disinterested in them but, on March 
61 felt that, for the first time since the era of a living Gandhi in our politics, there was 
some mass awakening which was trying to express itself, however inadequately, through 
a man in our public life who has no official patronage to dispense but has more than a 
narrow institutional following to inspire and lead. To me, therefore, it did not matter 
at all whether only 100,000 people took part in that march, or ten times that number. 
It was sufficient for me that a great number of my fellow-citizens had gathered there, 
conscious that a government, to which the electorate had twice given a massive mandate 
within the last five years, had somehow failed the nation and feeling strongly, even if 
vaguely, that this government should mend its ways. 


All this does not mean, of course, that I, personally, am giving up my chosen 
position of an independent and critical observer of or commentator on public issues or 
national affairs and it is of course just not true that this journal is about to become an¬ 
other Everyman's but I am convinced that it is not just enough for this country to go 
on being governed the way it is, or for the prime minister or her party to be content 
to carry on business as usual. A general election is no doubt due well within the next 
twelve months, but politicians have become cynical about the ballot box as it is being 
used, while the people at large have very nearly lost faith in it. This is because factiona¬ 
lism in a larger sense — if it could be paradoxically so phrased—has given to the pursuit 
of power a priority which it cannot and should not have in a society which wishes or 
seeks to nurse an effective, democratic political system or way of life. 


Unfortunately, consensus politics, through no fault of the concept itself, has ac¬ 
quired a reputation in our country for lack of purpose, direction or seriousness. How¬ 
ever, given the gross paramountey which ego-centred politics seems to have acquired 
jver our national affairs, it has clearly become necessary for those who care for the 
democratic future of this country to compel political parties and politicians to think 
and act together along nationally accepted directions. This is why, when even such a 
normally confused junior-level politician as Mr Mohan Dharia stands up in parliament 
and demands that his party and its leader, the prime minister, should enter into a 
dialogue with Mr Jayaprakash Narayan as well as leaders of other political parties 
represented in the legislatures, the basic issues he has raised cannot be driven out of 
public debate merely by Mrs Gandhi dismissing him from her council of ministers. 
Mr Dharia has affrmed with obvious sincerity that it just does not matter to him that he 
ceases to be a minister. There is more than a personal angle to this because, if things 
ire not put right in the nation, the council of ministers itself will cease to matter much 
'or the people of this country. 


The prime minister ought to realize that this nation, even after nearly three deca¬ 
des of independence, is just not able to find itself because its political processes have 
perverted to prevent the plurality of feeling or thinking in the country from finding 
iust expression, whether in the composition of the legislatures or the councils of the go- 
'tnunent* It would be tragic indeed if the inchoate but nevertheless real democratic 
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aspirsM6a$ of our pcojpte are to be continu¬ 
ed to be stifled by the miasma of succeeding 
generations of the personality cult, or the 
manipulations of the electoral process 
to the permanent advantage of the ‘haves’ 
of the political order. The concentration 
of political wealth and incomes, so to 
speak, has indeed become the foremost 
threat to the public interest even in this 
country where mass poverty should ordi¬ 
narily ordain priority to the diminution 
of economic disparities. There are of 
course undoubtedly large numbers of citi¬ 
zens who would respect Mr Jagjivan 
Ram or Mr Y.B. Chavan when he affirms 
that he could see no good coming to the 
country through the disruption or destruc¬ 
tion of the nation's largest single politi¬ 
cal parly* But they or other senior collea¬ 
gues of the prime minister, and even the 
prime minister herself, should surely 
agree that the nation cannot indefinitely 
acquiesce in the monopolistic use by the 
Congress party of the latter's historic 
capital. 

Right now there is talk of the phar¬ 
maceutical industry being regulated in the 
use of brand names. This is a technical 

Deposits with 
non-banking 
companies 

The recent announcement by the central 
government relating to a reduction in the 
percentage of deposits and unsecured 
loans that can be accepted from the pub¬ 
lic and shareholders, as a proportion of 
paid-up capital and free reserves, to 40 
per cent from 50 per cent and an indica¬ 
tion by the union Finance minister, Mr 
C. Subramaniam, that the banking opera¬ 
tions of non-banking companies would 
be suitably regulated, after the expert 
committee’s findings had been received, 
have brough? to the fore the question of 
how resources required by non-banking 
companies for all purposes should be 
mobilised. With the increase in capital 
costs and inflated working capital require¬ 
ments due to rising prices even sound 
industrial units have been compelled to 
raise additional resources in various 
forms. Sn recent months deposits and 
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issue on which there could be consider¬ 
able discussion, but there is nothing techni¬ 
cal about the fact that the country’s demo¬ 
cratic progress has been greatly obstructed 
by the present ruling party's indefinite and 
indiscriminate indulgence in the exploi¬ 
tation of the “Congress” brand name. 
Gandhiji, almost with his last breath, re¬ 
commended that the Indian National 
Congress of the freedom struggle should 
disband itself so that the next generation 
of political leaders might not trade in its 
name without commitment to its moral 
or ideological essence. This in fact is also 
what Mr Jayaprakash Narayan is asking 
now and his plea has become all the more 
urgent because what Gandhiji foresaw 
might happen is in fact the case today. 
It was not for nothing that, when the rul¬ 
ing party split in 1969, the quarrel was 
more about the party flag and the election 
symbol than about where the country was 
going or should go. “Whither India?" was 
political rhetoric even as Nehru posed 
it. And it has remained rhetoric since. 
Meanwhile the present government’s 
mandate has become less mass than 
moss-grown. 


unsecured loans have been accepted from 
investing public and share-holders to the 
permissible extent fully and fairly high 
rates of interest have been paid on depo¬ 
sits and unsecured loans. In view of the 
high rates of interest charged by lending 
institutions on advances to their consti¬ 
tuents, industrial units have considered 
it desirable to raise their own funds on an 
unsecured basis without being obliged to 
answer all manner of questions from 
banks and pay interest on these amounts 
at rates which were much higher than 
those offered by the scheduled commer¬ 
cial banks for their deposits but which 
were lower than those charged by banks 
on short-term credit. 

The squeeze in the money market is 
so severe and the gap in resources of 
industrial units so wide, that many estab¬ 
lishments have been even accepting de¬ 
posits and unsecured loans for periods 
up to five years with increasing interest 
rates for longer periods. There is no 
precise estimate of the amount accepted 
by non-banking companies from the pub¬ 
lic in this manner. It can hawever be 
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easily R$ 250 crores in 1974 and som 
part of the decline in the gfowjth rite o 
deposits of banks in the past year can b, 
ascribed to the competition from non 
banking companies for a share of awii 1 
able resources. The amounts retained b 
industrial units as a result of the curb 
on payments of dividends out of dispel 
able profits have also been helpful as in 
dustrial units could raise upto 50 per ccr 
additionally deposits and unsecured loan 
for filling gaps in short-term aiul long 
term finance. 

In view of the complaints from bank 
that there was a large diversion of fund 
to be invested on a more remunerath 
basis with non-banking companies an< 
the apprehensions expressed by depositor 
about the safely of their funds with som 
industrial units, the government ha 
decided to reduce the aggregate of dep »si. 
and unsecured loans to 40 per cent fror 
50 per cent of paid-up capital and free rc 
serves. The total of all deposits in 1971 wj 
estimated at Rs 691 crores and this coul 
have risen easily to Rs 1200 crores by ih 
end of 1974. This would mean that ther 
will have to be a return of at least Rs 24i 
crores to the public being 20 percent c 
deposits and unsecured loans or 1 
per cent of paid-up capital and Ire 
reserves of the non-banking coir 
panies involved. As the refunds hav 
to be effective before the end of 197 
the plans of many non-banking company 
have been seriously upset and it is not 
being examined how fresh deposits shout 
be accepted and renewals of maturin 
deposits effected. 

The new regulations for accept in 
fresh deposits had to be welcomed as th 
interests of depositors have to be »nor 
effectively safeguarded. Numerou 
failures to pay interest charges and rc 
turn also deposits after maturity, whe 
they were not renewed, have been repot 
ted and it has been represented to th 
Reserve Bank and the government th* 
they should assume some manner < 
responsibility for guaranteeing the safe! 
of these deposits. The authorities ar 
understandably unwilling to take a« 
risks in this regard as it is not easy t< 
formulate an insurance scheme a» 
prescribe norms for funds, which af 
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essentially unsecured, which will ensure 
their safety* The expert committee will 
surely be examining the manner in which 
additional resources have been raised and 
the method of disposition of these re¬ 
sources, There may also be some re¬ 
commendations about how the acceptance 
of these deposits should be regulated and 
the safety of these funds ensured. 

What precisely is the main difficulty 
experienced by non-banking companies? 
The curbs imposed by the Reserve Bank 
on the grant of additional credit to indus¬ 
trial units at a time when rising prices 
have created problems in respect of work¬ 
ing capital needs have compelled the insti- 
tutionsto borrow from outside sources. 
It has not been possible for many units to 
assess their new needs in the light of 
recent developments and this difficulty is 
not in any sense peculiar to the industrial 
producers in this country. In Britain and 
elsewhere even giants have been on the 
verge of bankruptcy and the British 
government has been obliged to bale 
them out with the grant of special loans. 

A crisis of this magnitude has not how¬ 
ever arisen in this country. But a stage 
has been reached where every establish¬ 
ed industrial unit has to review its finan¬ 
cial position and formulate plans for 
mobilising fresh resources. Some indus¬ 
trial units have already decided to issue 
convertible bonds at 10 per cent and there 
has been quite a good response from the 
share-holders and the public for the 
issues of these bonds which carry an in¬ 
terest rate of 10-10* per cent and contain 
also options for the bonds to be converted 
into equity shares on attractive terms. 
As Fresh deposits and unsecured loans 
cannot be accepted by industrial units in 
the current year for amounts which will 
result in the total of 1974 to be exceeded, 
many industrial units will have to think 
of issuing unsecured bonds or convertible 
unsecured bonds. There may even be 
difficulties by the middle of this year 
when maturing deposits have to be re¬ 
turned before they can be accepted again 
in the light of fresh additions to free 
reserves. The reduction in the overall 
ratio to 40 from 50 per cent will virtually 
the denial of one year’s growth 
in deposits on unsecured loans to the 
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industrial units and in individual cases 
there will be serious problems in regard 
to the return of deposits and unsecured 
loans. 

It has become imperative to attempt an 
overall assessment of the methods adopt¬ 
ed for raising long term credit and secur¬ 
ing short-term finance. In view of the 
varying profitability of working of diffe¬ 
rent industries and the increasing tendency 
to adopt a higher debt equity ratio, it has 
not been possible for many industrial 
units to find even the margin amounts 
required for working capital purposes out 
of owned funds and deposits and unsecu¬ 
red loans have even provided part of 
thevse margins payable to banks. There 
are even some instances where overruns 
in capital expenditure over the previous 
estimates have had to be met by accept¬ 
ing deposits from the public. The ques¬ 
tion now is how to avoid an undue in¬ 
crease in total indebtedness and in what 


Prospects 

in jute 

Though tub 45-day-old jute strike has 
ended, it is too much to hope that labour- 
management relations in the industry 
will improve steadily in the coming 
months, leading to higher production 
and exports. In fact, there seems to be 
every likelihood of industrial relations 
to continue to be under severe strain in 
view of the defeat and disappointment 
suffered by the trade unions. The strike 
is estimated to have caused a loss of bet¬ 
ween Rs 800 and Rs 1000 per worker 
while the gains have been meagre. The 
industry has agreed to pay a lumpsum of 
Rs 120 to each worker who had worked 
for at least 100 days in 1974, to defray 
special expenses, to waive the recovery 
of the advance of Rs 56 paid in 1974, 
and not to resort to victimisation. The 
trade unions Who had sponsored the 
strike had hoped that because of their 
united approach, persistent pressure, 
and tacit moral support from the cen¬ 
tral and the state governments, it would 
be possible for them to wrest substan¬ 
tial concessions from the industry. But 
the management rightly decided to stand 
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murmcr long-tenn capital needs can be 
met. There will obviously have to bt 
a larger equity &asc and a better under¬ 
standing of what should be the contribu- 
tion of rton-banking companies to their 
working capital requirements out of 
owned funds. Pending a satisfactory 
solution to these ticklish problems it will 
not be wise to impose unimaginative cre¬ 
dit curbs or deny additional funds to 
industrial units for meeting over-runs. 
The term lending institutions and banks 
have to formulate definite procedures in 
consultations with the government and 
the Reserve Bank for granting long-term 
loans and short-term credit. There will also 
have to be a revival of the capital market 
with the offer of required incentives, and 
improvement in the profitability of work¬ 
ing of industrial units. Fitful decisions 
in i he absence of any integrated approach 
to outstanding issues can do more harm 
than good. 


firm, not only because of the industry’s 
difficult financial position but also be¬ 
cause of its unhappy experience with the 
unions who had shown scant regard for 
the sanctity of agreements and who were 
trying to exploit labour# for political 
purposes. 

It is necessary to recall that the tri¬ 
partite agreement of 1972 conferred on 
workers immediate additional benefits of 
a total value of Rs 22 crores which rose 
to Rs41crorc$ a year in February 1974. 
This agreement was to remain in force 
upto the end of December 1975. But in 
January 1974 the trade unions wanted to 
unsettle the 1972 agreement and they 
organised another strike which lasted for 
about a month. This was settled by an 
agreement which substantially benefited 
the workers. For the first time, time- 
rated workers secured a time-scale of pay 
while the wages of piece-rated workers 
also went up. Nevertheless, this agree* 
ment also did not help to ensure har¬ 
mony in industrial relations. The fact 
that thejuie industry had lost heavily in 
production and exports on account of 
the prolonged and acute power shortage 
did not deter the unions from' paralysing 
the industry by launching another strike 
in January this year demanding higher 
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bonus and cost of living allow¬ 
ances, ' 

The political tootivatiSn of the sponsors 
will be evident from the demand for 
nationalisation of the mills. It Is signifi¬ 
cant to note that out of a total of * 142 
work-stoppages involving 1,260,331 man- 
days in 1973, only II with a loss 
of 651,163 man-days were directly 
related to labour management in 
mills. Besides, go-slow tactics and 
organised indiscipline have been 
hindering productivity. In fact, some 
trade unions have not concealed their 
intention and determination to harass 
the management. The INTUC, AITUC, 
and HMS said in a joint statement issued 
on February 22 this year, that the 
withdrawal of the strike is “only a truce 1 * 
and they called on the workers “to get 
ready for a fierce struggle ahead*’. 

The strike in the current year is esti¬ 
mated to have resulted in a loss in pro¬ 
duction of 120,000 tonnes of jute goods 
valued at nearly Rs 45 crores. The loss 
in terms of foreign exchange was about 
Rs 27 crores. It is argued that the in¬ 
dustry’s profitability is not likely to be 
affected because of the increase in prices 
that has taken place in recent weeks. For 
instance, the price of hessian has gone 
up to Rs 5010 a tonne and of sacking to 
Rs 4075 a tonne, an increase ofRs 570 
and Rs 325 respectively over the pre- 
strike period. But the costs of produc¬ 
tion have also increased and are expect¬ 
ed to go up further. Besides, in the case 
of carpet backing while the fixed regis¬ 
tration price is Rs 5200 a tonne, the cost 
of manufacture works to about Rs 5840. 
The Indian Jute Mills Association said in 
last December that the prices of stores 
and accessories had increased by nearly 
80 per cent and the cost of power by 30 
per cent and that the per-tonne average 
:onvcrsion cost of jute goods had shot 
Up by Rs 600 during the preceding 30 
nonths.. The Association added that 
the increase* would be higher if the im¬ 
pact on cost of power cuts were taken 
nto account. The demand for Indian 
ute goods has recently shown a declin- 
ng trend in many parts of the world 
tspecially in the USA. Between 1968 and 
973 the share of jute in the sphere of 
arpet backing fell from 81 per cent to 


34 per cent for primary backing and 
from 71 per cent to 64 per cent for secon¬ 
dary backing. Carpet backing exports 
dropped from 225,000 tonnes in 1971 to 
• 140,000 tonnes in 1974 and the outlook 
is considered to be rather discouraging. 
The government of India has recently 
sent a delegation to the USA consisting 
of representatives of the ministry of Com¬ 
merce and the jute industry in order to 
study the market situation and explore 
the prospect for increasing exports. But 
even if the delegation is able to find 
larger scope for our jute goods, will the 
industry be able to offer them at compe¬ 
titive prices without causing frequent dis¬ 
ruption in supplies? 

The power situation which had caus¬ 
ed immense harm to the jute industry 
until August last year once again threa¬ 
tens to deteriorate. Extensive and un¬ 
scheduled load shedding had resulted in 
a loss in production to the jute industry 
of the order of Rs 18 crores in the first 
quarter of 1974 in addition to the loss 
of Rs 40 crores in the preceding two 
years. The scheme of power rationing 
which was introduced in August 1974 pro¬ 
vided some relief but with the onset of 
the summer season, the availability of 
power has become difficult and it is feared 
that industries will have to face in the 
coming months unscheduled load shed¬ 
ding. The government of West Bengal 
should therefore give special attention 


to ensure tbat Ae- jute industry j s not 
once again subjected! to the kind of severe 
power cuts as were imposed until recently, 
The government of India’s policy 
towards the jute industry has to be more 
pragmatic if it is to play its part effec. 
tiveiy in the country’s economy. I n the 
recent strike New Delhi seemed ain^, t 
wholly unconcerned about what was 
happening to the jute industry’s produc- 
tion and exports and left the matter to 
the state government to solve. Prof. 
Chattopadhyaya, the union Commerce 
minister, often castigates the jute indus¬ 
trialists, calling them “irresponsible" and 
being unsympathetic to the interests of 
workers and growers. But neither the 
Commerce minister nor his other minis¬ 
terial colleagues have cared to condemn: 
the disruptionist tactics of the trade j 
unions and their deliberate attempts to 
create chaos in this vital industry. It is 
not properly realised that the trade 
unions’ methods afreet adversely not only 
production and exports but also the in¬ 
terests of cultivators. As the IJMA said 
in last December, “It is the policy of 
non-stop agitation on the part of the 
central trade unions, which profess to ' 
champion the cause of jute growers by 
demanding a minimum raw jute price 
of Rs 100 a maund, that is largely re¬ 
sponsible for the fibre prices sagging. 
For years now, the unions have made it 
a regular practice of threatening an in* 
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We cannot but regard the combined attack on 
the Planning Department and the refusal to vote 
supplies thereto by the major political parties in 
the Legislative Assembly as ill-advised and un¬ 
fortunate. There may be sufficient political rea¬ 
sons for collaboration and joint plan of act ion; we 
are not concerned with them. But political stra¬ 
tegy, like military strategy, must aim at crippling 
the opponent at vulnerable points. Instead of doing 
so, the Opposition joined hands to refuse supplies 
to the one department on which the country has 
been building its hopes for the future, thereby 
undermining its utility and destroying its confi¬ 
dence. The fact that, despite rejection of the de¬ 
mand for the planning Department, the supply 
will be restored by the' certificate of the Viceroy 
can afford no consolation to the public because 


the Opposition has failed to make a distinction 
between the political aspect of the fight and the 
economic urgency of the country *s economy. 

That sense of urgency has been expressed by Inc 
Planning Member in the following words: "The 
war is coming to an end. Millions of people will 
soon be unemployed. Two millions of soldiers 
will be demobilized; the purchasing power which 
has been created by the demands for war industries 
will come to an end. We have to plan the transi¬ 
tion from war to peace. Every country in the 
world is far in advance of what we have done with 
regard to the preparation of post-war plans. In 
the meantime until our unfortunate political dis¬ 
putes and difficulties are settled, are we to stand by 
and do nothing and see the economy of this coun¬ 
try collapse, as it Is bound to do if nothing 
done?”. * __ 
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istrvwlse labour strike right in the 
iddlc of the jute marketing season and 
instating 1 the threat into action when 
e arrivals of the fibre are at the peak.” 

The London Economist referred, in 
, issue of February 1, to “trade 

Demand for 
pesticides 

HE set-back to the programme of uti- 
sation of pesticides in agriculture was 
tgely accounted by the droughts in 
J65-66, 1966-67 and 1972-73, As agaimst 
ic targeted area of 72 million hectares 
oder plant protection by 1972-73, only 
’millionhectares received this benefit, 
k conditions improved during 1973-74 
9 that the area covered by pesticides 
icreascd to 63 million hectares. This 
early 20 per cent rise in the use of pcsti- 
jdes in one year has encouraged the 
feticides Association of India to revise 
ic estimates of demand for 1975-76 to 
1150 tonnes of pesticides, a figure 
ibstantially higher than 56,500 tonnes 
roposed by the task force appointed by 
t Planning Commission. 

The task force had estimated the 
iluirements of pesticides by the end of 
LefifiK Plan at around 77,000 tonnes 
a the basis of two factors. In the first 
stance, the area under plant protection 
>ver was expected to reach 100 million 
tetares by 1978-79 as against 63 million 
•dares by 1973-74. Secondly, the uti- 
ation of pesticides was expected to 
crease in case of certain crops such as 
pulses and oilseeds, where the inputs 
tve been comparatively low till recently, 
was fdt that the loss of crops due to 
sts and deseases, which had been 
‘famed at 15 to 20 per cent in tradition- 
agriculture, exceeded 50 per cent under 
ensive cultivation programme. In other 
the introduction of high-yielding 
feties of foodgrains and the imple- 
■Ration of the programmes for com- 

crops would make the use of 
•‘cides imperative* 

targets and actual achievements 
■ toe components of the area co vered 


union thuggery which has forced facto¬ 
ries to dose or operate hopelessly un- 
economically”. The journal made these 
remarks, while commenting on the econo¬ 
mic conditions in Bangladesh. But this 
is a danger against which vigilance is 
necessary in our country as well. 


under plant protection during 1973-74, 
reveal the precise nature of shortfalls in 
the use of pesticides. It was targeted 
that general pest control and intensive 
treatment would cover 39.50 million 
hectares. Actually the programme ex¬ 
ceeded the target to cover an area of 41 
million hectares. There was, however, 
a substantial shortfall in the case of seed 
treatment area which covered only 11 
million hectares as against a target of 24 
million hectares. Similarly a shortfall was 
noticed in the case of rodent control too, 
where only six million hectares could be 
covered as against a target of 14 million 
hectares. These shortfalls were all the 
more depressing in view of the fact that 
the pesticides required for these operations 
were available in sufficient quantities from 
indigenous sources. 

A significant step forward in the field 
of pesticides has been the extension of 
prophylactic measures, both by aerial and 
ground spraying operations, for pests 
appearing in endemic form. The union 
government has been expanding its sur¬ 
veillance and forecasting services which 
was limited to some extent due to the 
shortage of aircraft. Arrangements have 
been made for further import of fixed 
wing aircraft and helicopters under a 
credit agreement with the International 
Development Association. In addition, 
private operators have been permitted to 
acquire fixed wing aircraft from Yugo¬ 
slavia under the trade plan against rupee 


payment* Hindustan Aeronautics also 
has commenced the manufacture of fixed 
“wing agricultural aircraft with financial 
assistance from the Ministry of Agri¬ 
culture. As a result of these measures 
aerial spraying operations covered nearly 
6.2 million hectares during 1973-74 against 
a target of five million hectares* 

The surveillance service proved useful 
during the last kharif, when the sugarcane 
belt in entire north India was plagued by 
epidemic outbreak of the Pyrillia pest* 
Timely plant protection measures averted 
serious loss in sugarcane production. 
Similarly epidemics of other pests and 
diseases were reported, such as virtual 
destruction of rice crop by brown plant 
hopper in the Kutnad area of Kerala, 
scab disease on apple in Kashmir valley, 
rust disease on wheat in Punjab and 
midge pests on jowar in Maharashtra. 
These and many other instances call for 
a further strengthening of the pest sur¬ 
veillance service in the country. 

A recent development in the pesticides 
industry has been the indiscriminate pro¬ 
liferation of formulation units which were 
responsible for the sale of sub-standard 
and adulterated products. Fron! 160 units 
in 1970-71, the number has increased to 
more than 600, As most of the units are 
in the small scale sector, it is rather hard 
to keep track of the incidents of supplies 
of sub-standard materials. In his annual 
address, Mr. G. C. Shroff, President, 
Pesticides Association of India, cited the 
case of a big formulator supplying sub¬ 
standard material and expected the gov¬ 
ernment to take stern action. Although 
the registration committee set up under 
the Insecticides Act scrutinized insecti¬ 
cides for the grant of certificates of regis¬ 
tration, the state government should take 
some stern measures to enforce quality of 
final products. 
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POINTS Of vim 


Containing non-Plan 

expenditure 


A correspondent 


The budget estimates for 1975-76 pre¬ 
sented to Parliament by Mr C. Subra- 
maniam, union Finance minister, clearly 
show that the central government has 
utilised fully the massive resources at its 
disposal for meeting a higher level of non- 
Plan and Plan expenditure and it has been 
considered necessary to impose heavy 
taxation again for boosting further govern¬ 
mental expenditure. While there may be 
some relief over the indication that the 
uncovered overall deficit for 1974-75 in 
the revised estimates will be only Rs 795 
crorcs, excluding the temporary creation 
of credit of Rs 330 crorcs for financing 
bunching impoits of foodgrains and ferti¬ 
lisers, the fact remains that the increase 
in the overall deficit by Rs 169 crores as 
compared to the budget estimate for 
1974-75 has taken place mainly due to 
larger non-Plan expenditure. 

What exactly would have been the out¬ 
come if there had been no buoyancy in 
tax revenues and an increase in capital 
receipts is diilicult to say. The main 
benefit to the exchequer. was from cus¬ 
toms revenue which jumped to Rs 1,300 
crores from Rs 936 crores and in income 
and corporation taxes to Rs 1460 crores 
from Rs 1,370 crores. Aggregate tax reve¬ 
nues in 1974-75 (revised) were as much as 
Rs 6127 crores against Rs 5,497 crores 
before providing for states' share of leve- 
nucs of Rs 1,224 crores against Rs 1,197 
crorcs, 

non-tax revenue 

There was also an improvement 
in non-tax revenue and aggregate revenue 
receipts jumped to Rs 6484 crores from 
Rs 5,639 crores after meeting the stales' 
share of taxes. The surplus on revenue 
account however improved only to Rs 625 
crores from Rs232 crores indicating that 
a good part of the additional revenues 
was eaten up by higher expenditure on 
food subsidies. Defence services and pay¬ 
ment of additional dearness allowances 
apart from an increase in the cost of 
administration. 

The oniy r satisfaction is that actual 
Plan outlay in the current year in finan¬ 


cial terms will be better at Rs 2129 crores 
against Rs 2055 'crores excluding extra¬ 
budgetary resources. An attempt has 
been made to increase the outlays on 
power projects, agriculture and on the de¬ 
velopment of collieries. Industrial projects 
too have been responsible for larger ex¬ 
penditure though it is not known to what 
extent physical targets will be achieved. 
As a result of the bulge in capital expen¬ 
diture and the heavy accumulation of 
stock of fertilisers, the deficit in the capi¬ 
tal budget has swelled to Rs 1250 crores 
from Rs 358 crores resulting in an over¬ 
all deficit of Rs 625 crores against Rs 126 
crorcs. The actual deficit will be much 
less as it is unlikely that the allocations 
under various heads would have been 
fully utilised. 

restraint was possible 

With the total of budgetary resources 
on revenue and capital accounts exceed¬ 
ing comfortably Rs 10,000-crorc mark in 
1975-76 on the bate of the massive tax 
effort of 1974-75, Mr C. Subramaniam 
could have refrained from imposing addi¬ 
tional taxation of Rs 288 crores. Even 
if a higher Plan outlay of Rs 2558 crores 
against Rs 2,129 crores in 1974-75 (revis¬ 
ed) had to be contemplated and assistance 
to states were also to be raised to Rs 
1054 crores from Rs 911 crores, the re¬ 
quired resources could be found through 
larger open market borrowing in new 
loans. It could also be expected that the 
surpluses of public sector undertakings 
would improve while tax revenues have 
been underestimated. 

With the new levies in the interim 
budget of July last year being effective 
throughout 1975-76 and expectations of 
a higher level of industrial production, 
the anticipated additional income of Rs 
239 crores for the centre’s share in res¬ 
pect of additional taxes could be easily 
realised. As there is also scope for getting 
additionally Rs 150 crores in the capital 
budget, there was no justification for the 
new massive effort to impose heavy indi¬ 
rect taxes, which may have a discourag¬ 


ing effect on consumption. The goverr 
ment is probably under the impressio 
that it will be in a position to export la 
ger quantities of sugar, cement and oth< 
items if there is a decline in intern* 
consumption, 

high excise duty 

Alternatively, there will be an incrcai 
in revenues from excise duties if tlici 
is absorption of larger quantities i 
sugar and cement in the home mule 
But the fact should not be overlooked thj 
sugar output will constitute an nli-'in 
record at 4.5 million tonnes in the ciirrci 
crushing season and it will require a He 
culian effort to raise exports to a imllio 
tonnes. Even then, there will be amp 
availability for internal consumption an 
it is genuinely apprehended by sugar pr 
ducers that there will be a repentu 
of the experience of 1970-71 when sue 
production slumped by over one inillic 
tonnes from the previous record of 1969*' 
following decontrol and a heavy accum 
lation of stocks. 

The net effect of an ad valorem evci 
duty of 45 per cent on a tariff value whii 
is in excess of ruling open market pne 
will seriously reduce profit murgi 
and compel sugar mills to work at a Ipi 
The textile industry too may have u sin 
lar experience while cement producers a 
wondering why the government is figf 
ing shy of giving them a reasonable c 
factory price when a prohibitive duty 
being imposed on their output. The gc 
ernment should have taken note ci 4 
rigorous effects of heavy indirect taw 
before proceeding to raise freshly 
crores mainly through higher and 
excise duties. I 

The borrowing programme for then# 
year could have been conceived more » 
bitiously as it is likely that the bank™ 
system will be extending larger support ■ 
the new loans and there will also be nw 
ger additions to resources -of the l |,c m 
surance Corporation and provident 
Net borrowing however his been - SS - U M 
ed at only Rs 324.88 crores against m 
494.80crores # itf 1974-75. Ojfosi$bori^« j 











. naturally lower at Rs 532 crores against 
» s 696.44 crores. There is only one matur- 
loan—4l per cent 1975—outstanding 
J the extent of Rs 207.12 crores 
is due for repayment on July 
26 1975. The government can hope to 
raise comfortably Rs 500 crores in 1975-76 
>ve n after repaying the maturing loan. It 
(,85 probably decided to set its sights 
lower in order to enable the state govern¬ 
ments to raise largel amounts or have a 
cushion for itself for meeting any unexpec¬ 


ted increase in expenditure. 

There Will certainly be an increase in 
dearness allowances payable to govern¬ 
ment employees as a result of the nego¬ 
tiations for effecting adjustments in emo¬ 
luments for price rises after the increase 
in the cost of Jiving from 272 up to which 
level dearness allowances had been grant¬ 
ed. There may also have to be larger 
Defence expenditure. But with no credit 
taken for US assistance, under-estimation 
of tax revenues and scope for larger capi¬ 


tal receipts, the Finance minister had no 
excuse for resorting to additional taxa¬ 
tion. Indeed, he has a special responsi¬ 
bility for ensuring that the huge resources, 
at his disposal are fruitfully spent ana 
not frittered away on undeserving Flan or 
non-Plan schemes. The government is in 
a position to control inflationary pressures 
with a judicious use of the vast funds at 
its disposal and it is needless to say that 
their misapplication will have the 
opposite effect. 
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The world crisis 


Jonleyn Hennessy 


London 


as seen in the west 


I 

Perpexity in Bonn 

It is not the safest thing to travel in a 
boat with an elephant—one false move 
and the boat may capsize. The com pari- 
.son of the elephant, by which Professor 
L. Albert Hahn meant the United States, 
which at one time as the dominant 
economy determined the course of the 
world economy generally, is once again 
beginning to apply. This is because the 
European Economic Community is pro- 
vingio be less of a united, homogeneous 
whole and at best a customs union of 
states, whose interests in the field of 
economic policy often diverge and who 
accordingly go their own way in mone¬ 
tary and foreign policies. 

This conduct on the part of member 
slates is mainly the result of paying too 
great attention to differing political situ¬ 


EEC context—and some might see the 
comparison of the milch cow as occa¬ 
sionally more appropriate. In any case 
at present the United States and West 
Germany are together generating a gross 
national product worth approximately 
5,000 mitlion dollars per day, and this 
means that these two countries produce 
the equivalent of the annual gross natio¬ 
nal product of the United Kingdom in 
a month, that of the Netherlands in 
twelve days and that of Switzerland in 
a week. Looked at differently, were 
the production of goods and services by 
the United States and West Germany to 
come to a standstill for a few weeks, this 
would be equivalent to both the Nether¬ 
lands and Switzerland ceasing produc- 
tion and consumption and thereby be¬ 
coming inactive in the world economy for 
a year. 

Viewed thus, it ip not difficult to 





ations at home at the expense of what 
stability would require and this in turn 
leads to widely differing inflation 
rates within the community. Just because 
such differences are dynamite to any 
remains of monetary union, to a customs 
union and ultimately to free trade, the 
movements of that economic gaint, the 
United Slates, arc regaining some of 
their importance, particularly when there 
are clear parallels between it and West 
Germany as regards the rhythm of the 
economy and when the two countries have 
similar structural difficulties. 

West Germany can hardly be described 
as an elephant in economic terms, but it 
is fair to think of it as a horse within an 


understand that, as the world economic 
climate plunged into decline, the troubled 
eyes of industrialised countries turned 
to Washington and Bonn, while the 
West German government itself put 
some additional urgent matters to the 
American administration. Theie is com¬ 
mon concern that recessionary trends, 
such as were to be observed mainly in 
the United States but also in West Ger¬ 
many, might turn into a genuine depres- 
sion'and mark the beginning of a grave 
world economic crisis. 

Among the chorus of worried voices 
was heard that *oT the London Economist, 
which towards the end of 1974 published 
an article critical of the West German 


government's stability policy and dubb< 
Chancellor Helmut Schmidt ‘‘deflator 
chief’*—a title scarcely intended as 
compliment. According to theEconomi. 
West Germany was seen by foreign o 
servers as an international troublemak 
which, because of its lower rate of pri< 
increases, was not caught up in the high ra 
of inflation prevailing in other countric 
while its relative importance caused it [ 
exert a deflationary influence on \\ 
world economy. Less blunt but simile 
were the demands on the White Hou« 
in Washington to switch at last from i 
restrictive policy to one of expansioj 
Under dual pressure from within an 
without, the West German governmci 
was the first to act, although the weaker 
ing of the economy with its concomiuu 
effects on the labour market were lei 
obvious titan in the United States. Ti 
West German government also too 
stronger measures to avoid recession tha 
did President Ford in his economic pre 
gramme announced early in Januar; 
which was expressly conceived as a battl 
on three fronts--against recession, ir 
fiation and dependence upon energ 
supplies. In Bonn, by contrast, the mai 
emphasis was on preventing recession. 

Stagflation in the US 

As early on as the beginning of Ocrobei 
President Ford submitted a plan in whicl 
he proclaimed inflation public enem 
No. I and which accordingly avoid© 
any broad measures designed to reviv 
demand generally. The President con 
fined himself to proposals for relievin; 
unemployment in specific areas whicl 
had been particularly hard hit and fo 
encouraging investment by industry. Th 
plan was less to loosen the tax screw ihai 
to give it another turn. Not only wai 
this first effort stopped by Congress 
where the opposition is in the raajoritj 
several times over, but it was also over] 
taken by events—the shadow of recession 
both spread ami darkened withont anj 
noticeable lessening of inflationary pres 
sure. 

In December the number of American 
in employment fell by 550,000 to «5.. 
million, thereby dropping no less tha| 
L4 million below the September lev© 
This was largely due to an unusual* 
sharp decline in orders received by tnos 
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The world lacked a certain metal 
until India produced steel 


In the ancient world, India was the first 
to produce carbon steel. Highly priced in 
world markets, ancient Indian steel was 
called “Wootz’. Allusions to iron and steel 
in the Rig Veda lead to the belief that the 
Iron Age began in India 3,000 years before 
the industry was known in Europe.. 

In metallurgy and other spheres, Indian 
talents have enriched the world. We at 
L&T continue the tradition by enricjiing 
life through industrial development. 

We design, manufacture and instal plant 
and equipment for every vital industry. 
Steel is one. 

Our subsidiary Utkal Machinery Limited 
(UTMAL) manufactures sophisticated 
equipment for the steel industry. Technical 


know-how comes from GutehofTnungshuette !j 
Sterkrade A.G. (GHH)—a world leader 
in iron and steel plant design and manu¬ 
facture. That explains why UTMAL was 
called upon to manufacture vital equipment ' 
like blown oxygen furnaces for the steel 
plant to be set up by the State Industrial 
and Investment Corporation of Maharashtra. 
In addition, UTMAL will furnish the 
conceptual design and layout for the steel 
melting shop and manufacture a hot metal 
mixer, rolling stock, waste gas stacks and 
two LD converters complete jvith oxygen 
lancing equipment. 


LARSEN &TOUBRO LIMITED 

P.O. Box 278, Bombay 400 001 
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Gujarat's incentive Areas' 

Panchmahals, Broach and Surendranagar offer you: 



15*/. Central Government 
Investment Subsidy 

20% Central Government 
Tax-Free Profit Schemes 
for 10 Years 

Soft Loans 


_ So do other States. 

_ So what ? others do, too..* 


_ Well, yes, others offer 
these, likewise... 

Full Infrastructural Facilities_ May be, others don't. .. 

Plus Proximity to Indus- — Now that's a real plus that 
trial find'Social Centres puts'Gujarat 1 up 

Panchmahals near Ahmedabad and Baroda 
Broach near Surat and Baroda 
Surendranagar neai Rajkot and Ahmedabad 


Fbr more details write to: 
Gujarat State Financial 
Corporation 

Children's Hospital Building 
Rasala Marg 
MitH&khali 
Ahmedabad 380 006 


a PlEASt Sf NO Ml AN INFORMATION FORM «- 

S name.. 5 

S ADDRESS. {1, 

• NATURE OF INDUSTRY PROPOSlD/EXlSTlNG 

i.• 

j 1 HAVE SEEN YOUR ADVERTISEMENT IN <M< 

f .,.*. 

• "Si 

• tNAME OF PUBLICATION) (DATE) * 


GiDC ' 

Industrial land, sheds and 
infrastructure at 79 locations 

GSFC 

Liberal financial asaisianca 
schemes upto fta, 30 lakhs 

GtIC mlKfcor po ration Ltd. 

Investment generating 
programmes above 
ns. 30 lakhe 

GSK , 

Developmental assistance to 
em#H industries 



"The wheel* that gear 
Industrial growth In Oujarai 
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•dots of Industry which set the tone 
se tter economy, and the s immediate 
^sequence of this decline was a revision 
[investment plans. Whereas in autumn 
had been industry’s intention to in¬ 
cise investment by an average 12 per 
sttt in 1975—which in any case would 
&ve meant no increase in real terms 
•cause of price increases—the results of 
survey carried out in November were 
tuch more modest. There is no doubt 
ot that economic trends in the United 
tates are continuing to move downwards 
i the new year. The magazine Business 
feek also notes an appreciable change 
i the attitude of American consumers, 
hoseproverbialtendency to use con- 
imer credit has been reversed owing 
i growing unemployment, in November, 
msumers reduced their liabilities by 
ore than 400 million dollars, the shar¬ 
es!. monthly drop since statistics for 
tosumer credit were first kept. 

The response in the United States to 
resident Ford’s second economic policy 
rogramme recently announced has 
morally been one of rejection or seep- 
cism. This shows a second parallel to 
\e situation in West Germany, where 
iere is also doubt as to the lasting 
jcecss of the reflationary policy intro- 
uced in December. On neither side of 
le Atlantic does such scepticism derive 
rimarily from ideological or party-poli- 
cal opposition; it is basically the cx- 
ression of a deep-rooted uncertainty, 
'or whether we accept it or not, it is 
fact that history has never before wit- 
csscd so strong a combination of reees- 
ionary and inflationary trends. Theo- 
ists have produced a dazzling display 
f measures to combat recession and 
liese are always applied early—usually 
ven too early. There are also effective 
nstruments of fiscal and monetary policy 
hat can be used to combat inflation; 
mfortunately these are generally applied 
oo little ana too late. Neither theorists 
ior practical economists have as yet 
leviscd methods for dealing with a coin¬ 
cidence of both recession and inflation. 
\s long as they are strong enough and 
naintained for a sufficient length of time, 
Nashighton’s war on three fronts and 
Bonn’s dual strategy may be seen as the 
first practical experiments. The success 
--or lack of it—of the carefully calcula- 
ed policy of reflation will, if nothing 
*ise, supply material for study by politi¬ 
cians and economists. 

II 

Iright Future for “Third World” 

Crisis literature is the fashion. 
Whether in the economic shortterm or 
iathe long term* there is widespread 
fear that the godess of Fortune is about 
to desert the economy. Not even the 
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popular nostalgic Took back to the 
♦‘Golden Twenties” is any consolation. 
On.the contrary* it was then that the 
Russian business analyst Kondraticff 
discovered those business cycles extend¬ 
ing over more than fifty years which 
alone, according to his Austrian collea¬ 
gue, Joseph Schumpeter, were responsible 
for innovations and the resulting genuine 
revival of economic activity. If this were 
so, the industrial nations would not 
reach this phase of revival before the 
eighties and would suffer an economic 
crisis in the interim. 

What is more, this picture of the 
future hardly encouraging as it is, is 
based on the assumption that economic 
structures and power relationships will 
remain fairly stable. Since the oil pro¬ 
ducing countries started dictating prices 
in October, 1973, however, the struc¬ 
tures which were characterised by the 
differences in wealth between indust¬ 
rialised and primary producing countries 
also began to totter. The political 
power structure as between free enter¬ 
prise and socialist countries has in any 
case suffered a shift as a result of the 
growing importance of China and the 
changes in China's foreign policy, 

fate of the nations 

The fate of nations depends more 
than ever before on economic factors, 
particularly at a time when changes in 
the pattern of individual economies are 
under way. 

The price cartel of the oil producing 
countries has created new groups and 
.power relationships. The countries of the 
Persian Gulf” which—if the Arabs had 
their way—would fat called the “Arab 
Gulf’ in future—have a common aim 
which overrides their old rivalries: To 
raise the standard of living of their peo¬ 
ples as long as the sources of their wealth 
remain productive—that is, within the 
next thirty years. They share this aim 
not only with their Latin American part¬ 
ners within the oil cartel, but also with 
the primary producing countries of the 
Third World, whose products have parti¬ 
cipated in the upsurge of prices during 
the last few years. Following the exam¬ 
ple of the oil producers, they are also 
trying—with varying success—to establish 
price cartels. 

The causes and results of the shift 
in economic power in favour of the 
Third World, which is now taking place, 
are discussed in a book published recent¬ 
ly by Editions Lattes, Paris, entitled 
Aujourd'hui et 1tomato (Today and Tomo¬ 
rrow). The authors are Bernard Berte- 
loot, an economist, and Philippe Heymann, 
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edH^iJW-ohi< of the i French Jo Wilt 
Ffyfcw. Inthe midst of the cries ofwte 
which characterise the present time, thf 
favourable aspects that the book otolites* 
at least as far as the Third World# 
concerned, are worth noting. Th$y afre 
based on the assumption that the down¬ 
ward movementof prices like thefrend 
which, following the steep rises in raw 
material prices, made itself felt last yep* 
in important industrial raw > materials* 
excluding oil, could be ascribed to 
cyclical or speculative causes and Was 
therefore not of a permanent nature* In 
the long term, the trend of raw material 
prices is upward, a conclusion that makes 
sense in view of the rise in demand to b© 
expected from a growing world -popu¬ 
lation with a rising standard Of living* 

psychological barrier 

Statements made by the Arab business 
leaders suggest that in the long run, 
the countries of West Asia will 
not be greatly interested in major invest¬ 
ments is European industry. They had 
come up against psychological resistance 
in France and West Germany* which gave 
rise to fears of risks such as nationali¬ 
sation. Moreover, the countries of 
West Asia face an extraordinarily high 
need for capital in their own part of the 
world, for their per capita income is in 
some instances far below that of the 
industrialised nations. Even ip acountry 
as thinly populated as Saudi Arabia* 
the per capita income has Reached little 
more than 10 per cent of the comparable 
Swedish figure. It is not surprising* there¬ 
fore, that the new oil wealth has led to 
a regional solidarity, which is. felt not 
only in the Arab countries, but also in 
Latin America. Kuwait is already finan¬ 
cing gigantic industrial projects on the 
Egyptian Nile; Iran has granted Syria a 
major credit for industrial investments; 
Saudi Arabia is investing in the Sudan* 
Venezuela—also a member of the oil 
producing countries’ price cartel—has 
made sizeable funds available to the 
Inter American Development Bank and 
other development bodies for Latin 
America and has indicated its intention 
to finance the buffer slocks of central 
American coffee produce! s. 

The two French authors regard the 
privileged countries of the Third World 
as all those who t held key positions in 
supplies to the market. India and China 
for example, supplied half of the earth’s 
rice requirements. Half* of the overall 
coffee production came from Brazil and 
Colombia, Half the tea in the world 
came from India and Ceylon. Ghana, 
Nigeria and Brazil were supplying three- 
quarters of world cocoa production; 
India around a third of the, groundnut 
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crop; * Jamaica a fifth of all bauxite 
extracted; Malaysia a ntiad of all mined 
tin. China is joined by the Soviet Union 
as one of the countries favoured by the 
distribution of raw materials. 

% 

In world-wide terms the two French 
authors feel that the hour of the primary 
producing countries is coming. Their 
pent-up demand for capital goods and 
consumer products could well avert the 
dreaded economic depression and, in 
the long term, ensure a satisfactory level 
of utilisation of production facilities 
internationally, even though it will in¬ 
volve changes in the pattern of produc¬ 
tion, which could be painful for the old 
industrialised countries; the industrial 
triangle of the United States, Europe 
and Japan might break apart in the 
process. 


In fact these countries arc expericn- 



WiTH RATHER less than four mqtgtift to 
go before the British referendum on 
Common Market membership, a series 
>f elections in West Germany thrcaten- 
ng its Socialist-Liberal coalition and 
increasing weakness in the USA’s econo¬ 
my, there is inevitably a lull of uncer¬ 
tainty in European affairs. The lull and 
:he uncertainty extend beyond west 
Europe; the east is al so almost equally 
perplexed. In West Germany economic 
tnd social nervousness increases—and 
vhen West Germany is nervous the rest 
>f Europe grows nervous as well. 

A few weeks ago the Common Mar¬ 
ket and east Europe’s Comecon—the 
organisation foi economic mutual assis¬ 
tance-look an official look at one an¬ 
other in Moscow and neither host nor 
guest was markedly impressed. The dir- 
sctor-general of the Market’s external 
iff airs division thought the Russians 
vere more concerned to be forthcoming 
tosts than forthcoming trade partners 
md the Russians were convinced the 
viarket was dragging its feet until the 
Vfarkct could show more internal soii- 
larity than It does at present. The Russians 
egard the Market as a possibly disap- 
>earing entity—in detail if not in entire- 
y. The disappearance, Moscow consi- 
lers, has begun with west Europe’s 
mited agricultural market with Federal 
Jermany no longer prepared to provide 
Imost unlimited financing for subsidies 
nd the French and British following 
iffering policies. Unlike many others 
n the continent, Moscow also expects 
iritain to leave the Market, although it 
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cing difficulties in coping with the deficit 
in the balance of trade resulting from 
the I increase m oil prices, in spite of 
the recycling of petro-doilars. In rela¬ 
tive terms Japan has done best even 
though this has involved putting up with 
a painful recession caused by severe 
restrictions. Since it would be no longer 
possible to recover fully in the world 
market the rise in cost of export pro¬ 
ducts in these countries, the French au¬ 
thors feel that this would cause produc¬ 
tion facilities to be shifted more and more 
to the Third World, where sufficient 
labour is available on the spot. 

A development of this kind is bound 
to be explosive in social and political 
lerms. The French authors agree that 
Europe’s future in particular looks some¬ 
what dark within their picture of the 
future. The change in economic patterns 
now under way reduces Europe's oppor¬ 


tunities for growth, cuts living standards, 
increases the dissatisfaction of many 
with present conditions, steps up social 
tensions and leads to creeping govern¬ 
ment control. The work) of tomorrow 
may have to live under this shadow over 
its economic future, unless it not only 
'accepts the change in existing economic 
patterns originating from the Third 
World, but also sees in this change a 
challenge for greater flexibility in adap¬ 
ting the productive resources of the 
market economy to new conditions. 

Sources and acknowledgements: The 
foregoing summarises a report in the 
latest issue of The Economic Review of 
the Berliner Handels-Geselischaft Frank¬ 
furter Bank (10 Bockenheimer Landstr, 
D 6 Frankfurt I, West Germany) but the 
bank is responsible neither for the empha¬ 
sis of my summary nor for my interspersed 
comments. 


E. B. Brook 

London 


travels east 


may be miscalculating the power of the 
first British referendum at the end of 
June. Constitutionally, even if that re¬ 
ferendum comes out against Market 
membership the British parliament is 
not bound to follow that opinion. But 
the effect of Moscow’s doubt about the 
Common Market's future is to make it 
more concerned about West Germany. 

Contrasting perspectives 

Europe, beset by weaknesses and 
differences, is moving back once more to 
its traditional positions. France is, in 
many ways, going ahead alone; Britain 
is, not for the first time, an uncertain 
quantity. The energy crisis may have 
produced the appearance of some unity, 
under American pressure, but it also 
produces renewed differences because of 
the Market members’ varying individual 
relationship with the oil producers and 
their contrasting perspectives. Even the 
effort to produce a common policy among 
oil consumers may lead slowly to more 
discords. In cast European eyes this 
may easily produce a leadership for 
Federal Germany within the Market and 
Moscow expects this as a certainty 
if Britain relinquishes its membership. 
Without Britain as a counterweight 
France, in Moscow’s opinion, would 
move towards West Germany, leaving 
east Europe more isolated. 

The uncertainly felt in east Europe 
about the Common Market’s future is 
shared in part by the Market’s own Econo¬ 
mic Affairs Commissioner who told the 
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European Parliament in Strasbourg that 
the Market’s era of unlimited prosperity 
had gone for ever. “The growth rate of 
private consumption,” he said, “is in 
future bound to lag behind the national 
product as a whole” and overall un¬ 
employment would approach four per 
cent. This year, total west European 
unemployment will be well over four 
million and may approach five million. 
The industrial union of the Common 
Market reporting from Brussels, also 
denied the possibility of further economic 
development in the Market area. 

It is by no means the best time, from 
its viewpoint, for the Market to begin 
talking with Comecon and overall weak¬ 
ness in the west and an approaching 
possible dominance by West Germany 
appear to have been the political reasons 
behind Comecon’s economic decision at 
its executive committee’s meeting in 
Budapest in January to abandon its long¬ 
term practice of five-year price-fixing in 
favour of annual price reviews. East 
Europe realizes it must be both politi¬ 
cally and economically more flexible and 
ready to move in face of west European 
and American weakness. It will not be 
easy for the other east European states 
to pay Moscow at least twice as much 
for Russian oil but they consider them¬ 
selves lucky not to be obliged to buy 
overmuch oil from west Asia. What 
worries them, as they prepare pipelines 
in Yugoslavia, Hungary and into sou¬ 
thern Czechoslovakia, is that more and 
more Arab oil will have to be imported 
through Riyeka as Russia uses ever moire 
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of its own product and supports It* 
foreign ckIham position fly soiling 
twice «s profitably to west Europe. 

The west European inflation is enter¬ 
ing' east Europe both through normal 
trade exchanges—forcing Hungary fre¬ 
quently to revalue its forint protectively- 
ahd increase price levels at home—and 
through the new Comecon practice of 
annual price reviews and, from this year, 
basing charges on a rolling average over 
five years. In this way, this year's prices 
are being based on the average of 1971-75 
which is a direct introduction of the 
west's inflation. 

There is some amusement in reading 
press comments on federal Germany’s 
economy. While the Russians are chary 
and suspicious, the Americans and others 
are a trifle jealous of West Germany's 
success in having again pulled ahead of 
the USA. In the 1960s the international 
system of fixed exchange rates concealed 
the rising economic power of west 
Euiope and Japan as the overvalued 
dollar increasingly concealed the fact of 
others'wealth. Two devaluations of the 
dollar, its long slide in the currency 
markets in 1973 and its current further 
decline have helped raise the West Ger¬ 
man GNP per capita above the American 
level. The Americans regard this, as 
depression and unemployment grow 
worse, with some jealous envy: the 


British, harried by anxiety over union 
demands, express admiration of the wil¬ 
lingness of West German industry 
to invest heavily, the ability to 
raise the exchange value of the mark and 
thus cheapen imports and, above all, of 
the willingness of the West German 
trades unions to accept the fact they 
should forgo sizeable increases in wages 
in order to achieve price stability at 
home and ensure their own job security. 

The German sees it very differently. 
Typical is the headline on the commer¬ 
cial page of the Mundmcr Merkur 
“Finance deficit grows and grows - 
Figure will reach this year the highest 
minus since the beginning of the Federal 
Republic." The German is acutely aware 
that his record gross national product 
figure has been artificially pushed up by 
inflation rather than by any degree of 
real growth and that his whole economy 
is based to a dangerous degree on export 
sales which, with recession in its primary 
market, the USA, are seriously threaten¬ 
ed. Despite Russian suspicions, what is 
actually happening is that the two stron¬ 
gest economies in the western world— 
the American and (he West German—are 
simultaneously losing momentum. The 
move towards protectionism in the USA 
is a major anxiety for the Germans. 

While these stronger western econo¬ 


mies art striving to avoid recession two 
active but weaker Market economies, 
France and Italy, have moved to meas¬ 
ures to improve their positions. The 
French have been very active in 
west Asia, particularly with Iran and 
the minister for Foreign Trade, M. 
Segard, is insisting on improved re¬ 
presentation of French trade abroad. The 
French commercial network is inferior to 
French production capacity and French 
investments abroad are insufficient. Only 
30 per cent of French exports are carried 
in French ships and France lags in com¬ 
mercial insurance. The Frenchman is 
far too much a stay-at-home to be com¬ 
mercially a leader or even challenger and 
this aspect of French life appears to be 
m for a shake-up. The Italians, slowly 
turning the corner from a near-collapse 
of the economy, have improved their 
balance of payments situation by higher 
taxes, better tax collection and other 
measures to set their house in order. 
This has enabled them to loosen the 
credit squeeze and put about H 
billion dollars into their economy, im¬ 
proving credit facilities for investment in 
export-oriented industries, agriculture 
and scientific research. The two states 
may be expected to cooperate commer¬ 
cially soon in such near market areas 
as north Africa and western Asia, parti¬ 
cularly in light industries and Com¬ 
munications. 


A 
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EASTERN ECONOMIST 

Budget Number 

EASTERN ECONOMIST dated March 7 is a special number devoted 
to a discussion of the central budget. As in the previous years, 
this Budget Number presents an analysis of the budget proposals 
and a study of the budget documents in the larger economic context as 
wsll as in specific details. This issue .includes relevant budget literature 
and statistics. Priced at Rs 10 per copy (postage extra) this special num¬ 
ber Is on sale with leading booksellers and news agents. Copies 
can also be had from the office of the Eastern Economist Limited, Uco 
Bank Building, Parliament Street, New Delhl-110001 . New subscribers, whe 
remit the annual subscription of Rs 100 before April 30,1075 will also be 
entitled to receive a copy of thle Budget Number free of charge. 
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It flights a week to Europe. 
Our 747s fly 8 times a week 
to London, 4 times to Frankfurt. 
5 times to Rome and Paris and 
our 707 s twice to Moscow and 
once to Geneva and London. 


7. flights a week to New York. 
One flight daily t>V'747 via the 
Middle East and Europe. The return 
trip will cost less than one way 
fare if you fly on our Excursion Fare. 


Thrice a week to East Africa 

707 service direct to Nairobi 
every Friday, via Addis Ababa 
every Monday arvd Sunday. 



Twice a weak to Mauritius 
By 707 direct from Bombay 
without a P form. Budget priced 
package tours available for 
groups of four. 


Twice a week to Australia. 

By 707 via Singapore to Perth 
and Sydney, with easy connections 
for onward flights. 
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T.S. Krishna, the indus- 

triaUst who died to Madras on March 8, 
was of a rare breed — a truly self-made 
man despite his family wealth or busi¬ 
ness. Every dynamic institution has its 
power-house of ideas and energy and T.S. 
Krishna was the core and centre of the 
great TVS complex in the south. He was 
loyal to many things most of which were 
worthy, including the interests of those 
who were his friends, but his greatest 
loyally was to perfection in labour; hence 
the spectacular standards of quality of 
all the enterprises that bore his stamp of 
leadership. Daring in ideas, positive in 
action, clear-headed and firm of mind, 
he would not suffer fools gladly, but was 
nevertheless amazingly tolerant of the 
faults and foibles which, he knew, so 
often went with human nature. The world 
in which he moved is the poorer for the 
passing away of a forceful personality, 
with many tikabic attributes, who found 
grace In his works. 


I am reproducing below 

extracts from a cautionary tale of our 
times which appeared in the issue of 
Newsweek dated March 3 and, while mak¬ 
ing it dear that no allusions are intended, 
I would inform my readers that they arc 
free to draw for their own amusement any 
analogy they like: 


had been a newcomer to the automotive scene.., 
Otemefolwasto be the twci-paneuter, 1,000- 
pound Dele, n»mod after the car's original de¬ 
signer, and set to cost less than 12,000... 

K 

'The company used a simple tactic to attract 
investors. It ran a series of newspaper ads offer¬ 
ing jobs. WJtcn people showed up in response 
they were talked into buying company stock 
for $1 a sham but according to authorities, 
only a few got jobs. Later, the company 
began setting aistnbutorship# for $35,000 and 
option to buy the cars for amounts ranging 
up to $1,960. 

'"flic operation didn't last. On I’eh. 5, 
Twentieth Oentuiy'% top ofhecis were changed 
with conspiring to commit theft by selling dea¬ 
lerships and options on the basis of false claims. 
Shortly afterwatil, a judge ordered the company 
placed in receivership after heaiing testimony 
casting doubt on the Dale’s ability to live up 
to its hilling.,. 


authoiitics dtntft know how much money 
was taken in by Twentieth Century, where it 
went, and just who lost out m the deal, Thcic 
is no list of stockholder and no stock book;.,. 


"But right now, Twentieth Ccntuiy doesn’t 
have a car that works. Us one piotolype has 
been impounded m Dallas and one company 
official admitted d didn't run well enough m 
tests to be put into pioduction”. 

This story, let me once again make it 
clear, is about whal happened in the 
United States repeat the United States to 
a small car project that was that was. 


drafting tym scholarly discount to be 
delivered by tyusy men in big febsUtom 
who have Wf much to do that they can do 
very little of U themselves? Or, which 
could be worsle, are we now in some 
AUce-in-Wonderlund where words have 
whatever meaning that persons in autho¬ 
rity feel disposed to feed into them at 
any given moment? 

In tha couraa of tha 

lectuie to which I just referred, Mr 
Haksar delivered himself of the thought 
that no planning process could be 
grafted on a society tortured by 
divisions or accustomed to theological 
modes of thought. Since I do not have the 
full text of his speech as i write, I do n ot 
want to comment on his reference to 
‘divisions’ since the press report this 
time 1 am referring to the one in The 
Hindustan Times — docs not say enough to 
enable me to divine what precisely Mr 
Haksar is drh ing at When he speaks of 
‘divisions’ in the context of planning. I 
would however like to road off the cuff 
to his assertion that planning cannot go 
along with theological modes of thought* 
Seeing that so much ol what goes by the 
name of planning is taking place in com¬ 
munist countries, l should have thought 
that theological modes of thought should 
be the last thing to come in the way of 
planning or planners. 


"Even at rest, the sleek, three-wheeled Date, 
looking very much like an Italian Karan, 
seemed too good to be true. C hums that it 
could go 70 miles on a gallon of gas, make 
90-degrce turns safely at high speeds and cost 
less than $2,000 made it seem all the more un¬ 
believable. On top of that, the sepercar was 
going to be produced by the untested Twentieth 
Century Motor t ar Corp... Last week, 
as police and courts probed the strange deal¬ 
ings of Twentieth Century, it was clear that the 
Dale and the company were indeed too good to 
be Uuc. 


"Before the law finally moved m, countless 
people had shelled out thousands of dollars 
for Twentieth Cenduy shares and the right 
cither to buy Dales or dealerships. It was un¬ 
likely any would ever see his money again or, 
for that matter, see a Dale. 


"The Twentieth Century Motoi Cai Corp. 


In this column, on 

February 28, 1 was rather harsh on the 
vice-president For confusing ‘consumer¬ 
ism’ — which is a consumer movement 
against unfair trade practices and for 
safeguarding consumer interests with 
excessive indulgence by people in con¬ 
sumption goods or material possessions. 
I am surprised to note that the deputy 
chairman of the Planning Commission, 
is also labouring under the same misap¬ 
prehension as Mr Jatli. As reported m 
The Times of India. Mr Haksar, deliver¬ 
ing the Bhabha Memorial Lecture, said 
that it would be a great mistake to ‘infest’ 
India with the consumerism of the western 
society. Have we reached a stage where 
semi-literate speodh-writers in govern¬ 
ment offices have taken over the job of 


MOVING 

FINGER 
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Mr Haksar has only been a short 
time in the Planning Commission, but 
I have already heard people suggesting 
that he is perhaps a misfit. Could 
it be that be is already out for ex¬ 
cuses and that he is making ready to blama 
it all on the theological altitudes to which 
Indian - or, could it be, Hindu? —society 
is alleged to be a slave? In any cose, what 
does Mr Haksar plan to do about it? 
Maharishi Muhesh Yogi at least seems to 
offer a solution of sorts. Which, inciden¬ 
tally, reminds me that I should refer to the 
two-page feature in The Times of India 
of March I Oof the Maharishi’s “science of 
creative intelligence” — which could per¬ 
haps be the antidote to the theological 
modes of thought for which Mr Haksar 
at the Yojana Bhavan is groping — and 
the “Inauguration of the dawn of the age 
of enlightenment.” Having thoughtfully 
put a note that tills is “a sponsored fea¬ 
ture”, the publishers and editor of this 
national newspaper which, as we all know, 
is so totally devoted to rationality in human 
aiTairs, evidently believe that they have 
done their duty by such scruples as they 
may have. There is a worldly wise folk 
saying that the 
money you make 
by running a kentiel 
does not bark. 
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TRADE 

WINDS 


US-1 ran Cooperation 

The US-Iran joint com¬ 
mission completed its 
second sesstion in Washington 
recently. The Iranian dele¬ 
gation was headed by Mr 
Hushang Ansary minister of 
Economic Affairs and Finance, 
and the US delegation by 
the Secretary of State, Dr 
Henry A. Kissinger, who are 
the co-chairman of the com¬ 
mission. The joint commis¬ 
sion was established in Novem¬ 
ber 1974 in order to broaden 
and intensify economic co¬ 
operation and consultation 
on policy matters. 

The commission reviewed 
the work done by its five joint 
committees, which had met 
during January and February, 
and approved a large number 
of technical cooperation pro¬ 
jects and development pro¬ 
grammes which bad been re¬ 
commended by the commit¬ 
tees. The commission con¬ 
cluded that the scope for 
cooperation between the 
two countries for their mutual 
benefit was almost unlimited. 
In the light of the strong de¬ 
sire on the part of the two 
sides to extend areas of mu¬ 
tual cooperation, the commis¬ 
sion set a target of dollars 15 
billion in total non-oil trade 
between the two countries 
during the next five years. 

Major Iranian develop¬ 
ment projects selected for 
cooperation between the two 
countries include a series of 
large nuclear power plants, 
totalling 8,000 electrical mega¬ 
watts, with associated water 
desalination plants; 20 pre¬ 
fabricated housing factories; 
100,000 apartments and other 
housing units; five hospitals 
with a total of 3000 beds: 


establishment of an integrated 
electronics industry; a major 
port for handling agricultural 
commodities and other port 
facilities; joint ventures to 
produce fertilizers, pesticides, 
farm machinery, and processed 
foods; super highways; and 
vocational training centres, 
The total cost of these pro¬ 
jects is estimated to reach 
12 billion dollars. The com¬ 
mission also recognized the 
special importance of coope¬ 
ration between the two count¬ 
ries in the field of petroche¬ 
micals, and took note of major 
projects under study for joint 
ventures between (ran and 
major companies in the United 
States to produce petrochemi¬ 
cal intermediates and finished 
products for general use in 
Iran and for export. 

The commission agreed 
that a Joint Business Council 
could play a very useful role 
in broadening contacts bet¬ 
ween the business sectors in 
both countries. The two sides 
agreed to cooperate actively 
in the development of the 
Iranian capital market and 
in the establishment of Iran 
as a financial centre for the 
region. It was agreed that 
a financial conference should 
be held in Tehran before the 
end of the current year, to 
which would be invited high 
officials of the two govern¬ 
ments as well as leaders of 
banking, insurance and other 
financial institutions. Subs¬ 
tantial progress was made to¬ 
wards conclusion of an agree¬ 
ment on cooperation in the 
civil uses of atomic energy. 
This agreement will provide 
for a broad exchange of infor¬ 
mation on the application of 
atomic energy for peaceful 
purpose, and for related 
transfer of equipment and 
materials, including enriched 


omnium fuel for Iran's power 
reactors. 

In order to facilitate ex¬ 
change of technical spe¬ 
cialists, the two co-chairmen 
signed a reciprocal agreement 
for technical cooperation. 
Technical cooperation projects 
were agreed upon in agricul¬ 
ture, manpower, science and 
higher education and health 
services. The commission 
agreed to emphasize scientific 
programmes in the fields of 
oceanography, seismic studies, 
geological and mineral sur¬ 
veys, remote sensing appli¬ 
cations, and radio astronomy. 

Agreement in principle was 
also reached between Iranian 
and US private interests on 
projects for production of 
graphite electrodes, sanitary 
wares and trailers and for 
establishment of a hotel chain 
in Iran. 

Grindlays Bank in 
Philippines 

Grindlays Bank Limited. 
has bought 33.5 per cent of the 
equity of General Bank and 
Trust Company of the Philip¬ 
pines (Genbank). The Central 
Bank of the Philippines app¬ 
roved this investment in Janu¬ 


ary and an agreement was 
signed by Grindlays and Gen- 
bank in Manila recenty. Gen¬ 
bank with its head office In 
Manila has 22 branches and 
provides a fell range of bank¬ 
ing services, Grindlays al¬ 
ready hold 20 per cent of the 
equity of Genbancor Deve¬ 
lopment Corporation, an 
investment banking company 
operating through 20 bran¬ 
ches in the Philippines. 

Development Corpora¬ 
tion for Goa 

The Economic Develop¬ 
ment Corporation of Goa, 
Daman A DiuLtd has been 
established recently to stimu¬ 
late industrial growth in the 
region. The territory has a 
few favourable factors such 
as a good port, a high degree 
of urbanisation, communica¬ 
tion and infrastructural faci¬ 
lities, an educated and skilled 
labour, existence of capital 
and entrepreneurship, and 
resources such as minerals, 
fisheries and agricultural 
residues. 

The Corporation has been 
set up as a fully owned govern¬ 
ment company under the 
Companies Act. The govern- 
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ment would contribute Rs 25 
lakhs as the share capital of 
this Corporation. It is expected 
to mobilise its own resources. 
The first Board of Directors 
of the Corporation is: Acting 
Chairman, Mr R. L. Chow- 
gule, Matmagoa; Members, 
Mr David Menezes, Panaji; 
Mr Mohandas Amonkar, 
Bicholim; Mr R. P. Rai, 
Director of Industries, Mr 
S. D. Kushare, Chief Electrical 
Engineer; Mr B. R. Naique, 
Principal Engineer, PWD. The 
Managing Director is Mr 
S. O. Nadkami. 

The activities of the corpo¬ 
ration will cover identification 
and promotion of the right 
type of industrial projects at 
the right locations by directly 
undertaking a project or by 
joint participation with other 
government or private bodies 
or by financial assistance of 
various types. The Cor¬ 
poration will also be an agent 
of government for schemes 
of tax incentives, subsidies, 
etc. Preliminary work has 
been done in respect of a few 
projects which will be launched 
soon. The first project to 
be promoted by the Corpora¬ 
tion will be pharmaceutical 
formulations project which 
will be non-polluting. It will 
be set up at Tivim and will 
employ about ISO educated 
persons. The project will be 
in the joint sector and is 
expected to be completed 
within a year. 

Assistance from UK 

Two agreements with Bri¬ 
tain-one for Rs 38 crores 
maintenance loan and another 
food grant of 30,000 tonnes 
worth four crores of rupees were 
signed here recently- The 
maintenance loan will provide 
for import from Britain of 
non-project goods. These will 
include raw materials, spare 
parts and components required 
to service India's industrial and 
agricultural production. This 
loan represents additional 
assistance over and above the 
Rs 142 crores (or £ 75 million) 
pledged to India by Britain at 
the meeting of the Aid India 
Consortium during 1974. The 
dew loan bridge the total fresh 
aid pledged to India for this 
fifiaadaiyear to Rs 160 crores 


or £90 million. The loan 
. will be free of aU interest and 
service charges and repayable 
over 25 years including a seven- 
year grace period. 

The second agreement 
signed is for the grant 
of 30,000 tonnes of food- 
grains. The foodgrains aid 
will consist largely of wheat, 
will be available for sale 
through the fair price shops. 
This is part of Britain's contri¬ 
bution to the EEC Cereals Food 
Aid programme for the harvest 
year, 1973-74. It will be deli¬ 
vered as soon as arrangements 
can be made for shipment, 
according to a press note. The 
agreements were signed by 
British High Commissioner 
Sir Michael Walker and Eco¬ 
nomic Affairs Department 
secretary, Mr M.G. Kaul. 

New Taxec in 
Maharashtra 

The Maharashtra budget 
for 1975-76 presented to the 
assembly recently by the state 
Finance minister, Mr M. D. 
Chaudhari, shows an overall 
deficit of Rs 37.32 crores on 
revenue and capital accounts. 
However, with the new taxa¬ 
tion proposals and the addi¬ 
tional share of income-tax 
and central excise duties of 
the order of Rs 20.60 crores, 
there will be a surplus of Rs 
44 lakhs. The budget estimates 
show revenue receipts of Rs 
890.48 crores and expenditure 
of Rs 885.21 crores. Thus 
there is a surplus of Rs 5.27 
croies. On capital account, 
receipts are Rs 564.65 crores 
and expenditure Rs 607.24 
crores—deficit of Rs 42.59 
crores. The overall deficit 
will be of the order of Rs 
37.32 crores. The revised 
estimates for 1974-75 will end 
with a surplus of Rs 4.21 
crores, as against the anti¬ 
cipated deficit of Rs 21.78 
crores. 

The budget has provided 
Rs 15 crores for enhancing 
dearness allowance of the state 
government employees, Mr 
Chaudhari estimated that the 
various employment guarantee 
cesses will yield a net revenue 
of Rs 10.92 crores, after 
allowing for the expenditure 
on collection. Sinoe compen¬ 


sation of Rs 30 lakhs will have 
td be paid to loal bodies that 
were levying this tax hitherto 
the net yield to the state ex¬ 
chequer is placed at Rs 10,42 
crores. The Finance minister 
proposed additional taxation 
on the agricultural sector to 
yield Rs 2.34 crores for the 
employment guarantee scheme. 
The minister has also provided 
Rs 90 lakhs to give a relief 
to the pensioners. All govern¬ 
ment pensioners, who retired 
before January 1, 1975, but 
after April I, 1966, would be 
given a temporary increase of 
Rs 14 a month in pension. 
Those who retired before Ap¬ 
ril 1,1966, would get a tern- 
orary raise of Rs 21 a month, 
imultaneously, tile minimum 
pension has been increased 
from Rs 40 to Rs $0 a month. 
The state government has also 
decided to extend the social 
security benefits to the fami¬ 
lies of its employees following 
the centre’s policy. 

Oxfam Aid 

Oxfam, an international 
funding organisation based in 
England, will give about Rs 
2 crores for various projects 
in India during the next finan¬ 
cial year. One-third of this 
amount will be spent in drought 
and flood hit areas, specially 
on various emergency food 
programmes. This was stated 
recently by Mr Michael Harris, 
Overseas Director, Oxfam. It 
has been decided that various 
Oxfam-financed projects in 
India should tackle the prob¬ 
lem of poverty at village level 
with the involvement of local 
people. 

Assistance to ICICI 
from World Bank 

The Industrial Credit and 
Investment Corporation of 
India is currently negotiating a 
loan of 8100 million from the 
World Bank for financing 
industries in the country, the 
Chairman Mr H. T. Parekh, 
stated recently. Mr Parekh 
added that the negotiations in 
this connection were proceed¬ 
ing satisfactorily in New York. 
The Corporation was also ex¬ 
ploring the possibility of 
securing petrodollar loans 
from west Asian countries, 
Eurodollar loans from Euro- 
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pena countries and loans from 
United Kingdom and West 
Oermany. 

Cardamom Nations 

The Cardamom Board has 
decided to approach the govern 
ment for permission to con¬ 
vene a meeting of a cardamom 
producing countries—India, 
Guatemala, Tanzania and Ski 
Lanka—to explore areas of 
common action for the pro¬ 
motion of cardamom consump¬ 
tion, marketing, sharing of 
experience in production 
and research. At a recent 
meeting of the board tt was 
resolved that 4 study team 
should visit Guatemalu and 
Tanzania to obtain first hand 
information on cultivation 
techniques of cardamom in 
those countries. Another 
important decision taken by 
the board was to recommend 
to the government an increase 
in the rate of replanting loan 
assistance from Rs 1,600 per 
acre to Rs 2,400 from the next 
financial year. The board 
fixed the target of production 
of cardamom during the 
current year at 2,700 tonnes, 
export at 1,750 tonnes valued 
at Rs 11.5 crores. It further 
decided to recommend simpli¬ 
fication of Cardamom (Licens¬ 
ing and Registration) Rules, 
1962. Addressing the board 
meeting Prof K. M. ChaUdy, 
Chairman, stated that the board 
would be undertaking and 
assisting research on problems 
of production and processing 
of cardamom. 

Drilling Rigs for Iraq 

Voltas has received a tntyor 
contract from Iraq for the 
supply of waterwell drilling 
rigs. The order is for 10 
drilling rigs valued at 
approximately Rs 80 lakhs, 
including accessories. The 
shipment of the first consign¬ 
ment of four rigs would be 
made immediately, while the 
last lot would be shipped by 
the end of May. The con¬ 
tract was awarded to India 
on a global tender and against 
intense competition from the 
US, Europe and the USSR. 

Tyro Prices 

Rationalised prices of tyres 
will go a long way to Wing 
relief to consumers who had 
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for long been idErngsed in 
finding the tyre that they 
wanted and at fixed rates. 
Since the prices got rationa¬ 
lised, a quick survey shows 
that the tyre market has pick¬ 
ed up reasonably. Relief is now 
given for white walled tyres of 
cars to the extent of two 
to four per cent and for black 
two per cent in prices. This 
relief is made' up by marking 
up price of tyres for trucks 
and other heavy duty vehicles. 
Scooter users will also benefit 
by a two per cent relief. A 
look back m the market shows 
soaring prices of tyres although 
the manufacturers had not cut 
their production, but, some 
had given emphasis on the 
brand of tyre which would 
have brought more profit. As 
a result less production in an¬ 
other brand did cause hard¬ 
ship to the consumer. Under 
rationalised pricing now in¬ 
troduced all tyre makers will 
give equal emphasis to pro¬ 
duce the different brands. 
However there will be slight 
iucrease in prices to absorb the 
effect of two per cent hike in 
excise. 

Exports of Engineering 
Goods 

The Engineering Export 
Promotion Council expects 
that engineering exports would 
touch the RS 500-crore mark 
by the end of 1978-79. A 
spokesman of the council said, 
the value of exports of engine¬ 
ering goods touched nearly 
Rs 200 crores in 1973-74. The 
estimated performance during 
1974-75 was Rs 260 crores ag¬ 
ainst a target of Rs 250 crores. 
Ten top exporters of engine¬ 
ering goods are to be presented 
rotating shields by the coun¬ 
cil for their performance in 
exports by Prof. D. P. Chatto- 
padhyaya, union Commerce 
minister, at its 19th annual 
general meeting at New Delhi. 
Certificates of merit would 
also be presented to selected 
exporters at this meetting, 
the spokesman said. 

Rubber Goods Exports 

India exported rubber goods 
worth Rs 2.6 crores during the 
first eight months of the current 
financial year compared to 
about Rs 1.4 crores during 
the corresponding period cl 
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the preceding year. In 197344, 
Indian rubber manufactured 
goods ■ secured foreign ex¬ 
change worth 3.16 crores 
compared to Rs 1.43 crores 
in 1972*73. The target for the 
full year of 1974-75 stands at 
Rs 4 crores. Cycle tyres and 
tubes were the largest export 
earners daring April-Novem- 
bar 1974. Their exports re¬ 
gistered a sharp increase at 
Rs 95 lakhs against only 
Rs 40 lakhs during the cor¬ 
responding period of 1973, 
Afghanistan, Australia, 
Bangladesh, Belgium, Dubai, 
Ghana, Fiji, Iran, Iraq, Kenya. 
Malaysia, Saudi Arabia, the 
UK and Zambia are the 
prominent importing countries 
of Indian rubber-products. 

Cashew Exports 

Indian cashew exports dur¬ 
ing the first 11 months of last 
year registered a decline of 
about 12 per cent in terms of 
quantity. But the higher unit 
value realisation, as in the 
case of textile exports, has 
come to the rescue by earning 
nearly Rs 19 crores more in 
foreign exchange. Several 
leading importers of Indian 
cashew reduced their pur¬ 
chases. The USA, Canada, 
Japan, Britain, West Germany, 
East Germany and Czecho¬ 
slovakia slashed their pur¬ 
chases during January-Novem- 
ber 1974, compared to the 
same period in the previous 
year. The Soviet Union 
topped the list of importers 
with an offtake of 23,690 
tonnes. Australia and Hong 
Kong improved their offtake 
marginally. During January- 
November last year, India ex¬ 
ported 48,133 tonnes netting 
Rs 90.1 crores, against 54,344 
tonnes in the same period in 
1973 earning Rs 70.66 crores. 

Cashewnut shell liquid ex¬ 
port registered an increase both 
in terms of value and quantity 
during the period under review. 
Japan and the USA were 
the significant buyers which 
improved their imports 
to 1,627 tonnes and 1,166 
tonnes respectively from their 
earlier level of 1,230 toques 
and 406 tonnes.. 

Tankers for Crude 

The uaioti government has 


deader to provide iW pwn 
tankers for import of efude 
for the Hindustan Petroleum 
Corporation’s refinery, at 
Bbhtbay from March 15. 
Under an agreement signed 
at the time of the take-over 
of Esso, the American oil 
company had agreed to 
transport crude from Rastnwa 
in Saudi Arabia in its own 
tankers at AFRA rates for 
one year. Although diiring 
the past few weeks there have 
been moves from the govern¬ 
ment side to persuade Exxon 
to continue to bring crude in its 
own tankers, but the manage¬ 
ment of Exxon is believed to 
have expressed its inability in 
extending the contract any 
further. 

The Union government 
evidently did not press for ex¬ 
tension of the contract owing 
to a sharp fall in shipping 
freight in recent months. While 
large tanker charter rates in 
the international market have 
fallen by about 35 per cent, 
medium sized tankers rates 
have not shown any steep 
fall. But the spot quotations 
for mediutn sized tankers cur¬ 
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on foreign exchange. 

Essay Cornpetltlor ; 
Award 

Miss Parveen Aijan Singh, 
HI Vr, B. A. student pf Lady 
Shri Ram College -for Women, 
New Delhi, has been awarded 
the first prize of Rs 250 in 
the 18th All-India Essay Com¬ 
petition for college students 
arranged by the Forum of 
Free, Enterprise' for the aca¬ 
demic year 1974-75. The other 
prize winners are; Miss N. 
Uma of Stella Maris College, 
Madras—second prize of Rs 
150; Mr Parikshit Basu of 
Narendrapur Ramkrishna Mis¬ 
sion Residential College, 
Jalpaignri--third prize of Rs. 
10Q; Miss Vijaya Shastri 
of Nagpur Mahavidyalaya, 
Nagpur- fourth prize of Rs 
75; Miss Achala Arya of 
Lady Shri Ram College, New 
Delhi—fifth prize of Rs 50; 
and, Mr S. V. Kogekar of 
BYK College of Commerce, 
Nasi k,—sixth prize of Rs 25. 


ATTENTION 

INCOME TAX PAYERS 

HAVE YOU FULLY AVAILED OF THE 

TAX RELIEF up to 

30% OF INCOME? 

IF NOT 

15-YEAR 

PUBLIC PROVIDENT FUND 

(a) qualifies you for such relief, alongwith other ap¬ 
proved Schemes, and 

(b) gives you 7% p.a. interest FREE of Income-tax. 
OPEN YOUR ACCOUNT UP TO 
Rs. 20,000 BEFORE MARCH 3 V197S, 

AT ANY OFFICE OF THE 
STATE BANK OF INDIA. 

NATIONAL 
SAVINGS 

ORGANIZATION . 
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Markets Indecisive 

Share markets seem to be 
in an indecisive mood about 
the impact the budget will 
have on equity prices. Re¬ 
flecting this mood share prices 
moved in an irregular manner 
during the post-budget week. 
After early feeble attempts at 
a rally, equities lost ground 
under persistent selling pres¬ 
sure. Hopes of operators have 
naturally been belied because 
the Finance minister did not 
announce either a revocation 
or substantia] modification of 
the Dividend Act. The mar- 
ketmcn also noted with con¬ 
cern that what little conces¬ 
sion that the Finannce minis¬ 
ter had announced namely 
that a dividend higher than 12 
per cent can be declared by 
companies does not mean any 
immediate benefit or advantage 
to the equity investor as the 
changes announced do not 
hold prospects of obtaining 
higher rewards at a time when 
other forms of comparable in¬ 
vestments are yielding a much 
higher return than those on 
the risk capital on equity. As 
a result selling pressure conti¬ 
nued uniabated, though the 
announcement of 33 per cent 
dividend by Century somewhat 
helped to arrest the trend. 

Investors now hope that 
progresssive managements will 
adopt a pragmatic approach 
in respect of declaration of di¬ 
vidends as has been done by 
Century mills. On the whole, 
the recent two-way movement 
bf equities suggests that opi¬ 
nion in the market is sharply 
divided about the future course 
of prices. It seems irregular 
movements wilt continue for 
some time more before the 
market shows a deci¬ 
sive trend. Meanwhile major 
stock exchanges are expected 
to submit shortly proposals 



to the government for drawing 
up a scheme under which a uni¬ 
form formula can be devised 
for the payment of deferred 
dividends after the expiry of 
the Act. 

Century 

The directois of Century 
Spg. & Mfg. Co. Ltd have 
recommended an equity divi¬ 
dend of Rs 33 per share for 
1974, the same as in the pre¬ 
vious year. Incidentally Cen¬ 
tury will have the credit of 
being the first company to 
declare a dividend higher 
than 12 per cent following the 
proposed relaxation of divi¬ 
dend curbs announced in the 
budget. The company will 
pay now a dividend of only 
12 per cent. The balance 
amount of 21 per cent will be 
deferred and it will be made 
in two instalments after the 
expiry of the Act in July 
1976. The directors have how¬ 
ever clarified that if the pro¬ 
posed amendment docs not 
fructify or is implemented in 
some other form, the quan¬ 
tum of dividend will be res¬ 
tricted to the maximum amount 
permissible by law (which at 
present works out at 12 per 
cent) but not exceeding Rs 
2.34 crores calculated on the 
basis of 33 per cent. Mean¬ 
while the company has re¬ 
ported spectacular improve¬ 
ments in sales, profits and 
profitability during 1974. 

Sales during the year spur¬ 
ted by about 34 per cent to 
Rs 91.71 crores from Rs 68.39 
crores while gross profit jump¬ 
ed by about 68 per cent to Rs 
26.78 crores from Rs 15.95 
crores, in 1973. Out of the 
gross profit, the directors have 
appropriated a sum of Rs 
260.55 lakhs to depreciation 
reserve as against Rs 186.33 
lakhs in the preceding year ' 
while development rebate re¬ 


tMuch will leave seme liquidity 
in the hands of companies. 
This was stressed by the Ghair- 
man,Mr S. Ranganathanwhite 
addressing the annual general 
tJttbrpam meeting of the company, 

taikriaWu ,1 -.blip Libfal'T Despite economic problems 

in general and critical powgt 
position in particular, Ashok 
Leyland. had a record year 
in 1973-74 in respect of 
production, sales and profits. 
During the year 7295 vehicles 
were sold, an increase of 
about 40 per cent over the 
previous year’s performance; 
No less than 62 pcf cent of 
the vehicles were sold to De¬ 
fence forces, various brandies 
of the government and state 
transport undertaking. Deter¬ 
mined efforts are being made 
by the company to increase the 
level of exports. The company 
is already having . orders 
on hand from Afghanistan, 
Jamaica, Nigeria, Oman, the 
Philippines, Sri Lanka and 
Trinidad. What is more the 
company is having the proud 
privilege and unique dittiqc- , 
tion of having bagged the big¬ 
gest order ever for the Indian 
automobile industry — 500 
complete buses for Zaire. *A 
target to export 20 per cent 
of its output has been fixed by 
the company for . 1975-76. 


serve was allotted Rs 
121.00 lakhs as compared to 
Rs 18.68 lakhs in the earlier 
year. Taxation absorbed Rs 

15.80 crores as against Rs 
8.50 crores in 1973. No pro¬ 
vision has been made for 
gratuity which claimed Rs 

82.80 lukhs in the earlier 
year. This leaves a substan¬ 
tially higher net profit of Rs 
7,17 crores as compared to 
Rs 4.58 crores in 1973. 

Ashok Leyland 

Ashok Leyland has the proud 
distinction being the first 
manufacturer to have passed 
on the benefits of its higher 
productivity and efficiency in 
the most tangible manner possi¬ 
ble by twice reducing its prices 
in November 1974 and January 
1975. A maiden attempt has 
been made to quantify the 
impact of inflation on various 
facets of the company's activi¬ 
ties. Towards this purpose the 
normal profit and loss account 
has been compared with a pro¬ 
fit and loss account duly ad¬ 
justed for the erosion of pur¬ 
chasing power of money, cal¬ 
culated according to certain 
accepted norms. 

The importance of this 
“inflation accounting" is 
being realised to a marked 
extent throughout the world 
and it seems that Ashok 
Leyland is one of the first 
companies in the country to 
provide its shareholders with 
such a valuable comparison. 
It will be seen that “inflation- 
adjusted profits" are con¬ 
siderably lower than the his¬ 
torical profits. The current 
method of computation for 
corporate taxation does not 
permit enough funds being 
available for replacement of 
assets vitally required. Hence 
it is earnestly hoped that the 
government will give due con¬ 
sideration to this aspect and 
devise suitable taxation policies 


Nuchem Plastics 

Nuchem Plastics Ltd has 
reported impressive working 
results during the year ended 
September 30, 1974. Sates, 
including other income, during 
the year climbed to a flow 
peak of Rs 5.79 crores frqm 
Rs 3.22 crores while gross : 
profit nearly doubled to Rs 
50.40 lakhs from Rs 27,92 
lakhs in 1972*73. Out of the 
gross profit, the directors have 
appropriated a sum of Rs 
24.27 lakhs to depreciation 
reserve as against Rs 14,75 
lakhs while an amount of Rs 

4.80 lakhs was marked for 
gratuity as against no pro¬ 
vision in the earlier year. 
Development rebate reserve 
was allotted with , Rs 
12.30 lakhs as compared to 
Rs2.08 igkhs in the prece¬ 
ding year. After adjustments 
there is a disposable surplus 
of Rs 9.70 lakhs out of which 
a sum of Rs 2.12 lakhs wits tra- 
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nsferred to general dkmsve and 
Re 1 lakh to preference 
share reserve. The directors 
have recommended a dividend 
of 12 per cent on equity and 9.5 
per cent on preference shares. 
The balance of Rs 24*908 has 
n carried forward to next 
ear *s accounts. No provision 
'for income-tax has been made 
in view of deductions and 
allowances permissible under 
the Income-tax Act 1961. The 
reserve now stands at Rs 
47.69 lakhs after issue of 
bonus shares which absorbed 
Rs 14,99,500. 

The year ended was a 
mixed one for the company. 
Though the demand for 
the company’s products was 
substantial still it was not 
possible to meet the same due 
to various difficulties in pro¬ 
duction on account of shor¬ 
tage of raw materials such 
as methanol, melamine and 
persistent electricity cuts. The 
company exported nearly 12 
per cent of its product of 
moulding powders. Research 
and development centre had 
been working creditably. Hcxa- 
mine add hydraulic press 
projects were completed during 
the year. The company has 
received letters of intent for 
manufacture of glass filamenl- 
yarn and methanol. The 
feasibility reports and econo¬ 
mics of these projects are being 
studied. 

Moline of India 

The directors of Moline of 
India have maintained the 
equity dividend at 10 per cent 
for 1974. Although sales have 
been maintained around Rs 
2.23 crores, gross profit after 
providing for depreciation 
moved up to Rs 68,27 lakhs 
fromRs 58.77 lakhs in 1973, 
the provision for depreciation 
being Rs 14.78 lakhs as com¬ 
pared to Rs 17.20 lakhs in 
1973. Out of the gross profit, 
the directors have appropriated 
Rs 0.30 lakh to development 
rebate reserve as against Rs 
1.73 lakhs in the earlier year 
while an amount of Rs 46.00 
lakhs was earmarked for taxa¬ 
tion as against Rs 40.00 lakhs 
in the preceding year. After 
adjustments a stun of Rs 28.31 
lakhs has been transferred to 
general reserve is compared 
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MANAGEMENT DEVELOPMENT INSTITUTE 

NKW DELHI-110057' 

CALENDAR OF PROGRAMMES 
I97S (March-December) 

PROGRAMMES 

1. Workshop on Rehabilitation of Sick Projects 

2 . Fundamentals of Managerial Finance: Essentials of 
Financial Management for Non-Financial Executives 

3. Workshop on Key-Areas in Materials Management 

4. Systems Approach to Management 

5. Management of Working Capital in Cooperative 
Spinning Mills 

6 . Strategic Aspects of Corporate Tax Planning 

7. Advanced Management Programme: Effective Manage¬ 
ment of the Total Enterprise 

8 . Management Planning and Control Systems 

9. Workshop on Discounted Cash Flow Techniques 
and Cost-Benefit Analysis 

10. Finance & Accounting for the Sugar Industry 

11. Seminar on Management of the Hotel Industry 

12. Management of Sugar Industry 

13. Seminar on Management of Managers: Manage¬ 
ment of Supervisory and Managerial Personnel 

14. Management of Sugar-cane Development 

15. identification* Promotion and Implementation of 
Industrial Projects (IP1IP) 

16. General Course on Development Banking 

17. Seminar on Strategies for International Marketing 

18. Key-Areas in Financial Management 

19. Manpower Productivity and Incentives 

20. Legal Aspects of Development Banking 

21. Management of Joint Industrial Ventures—A 
Symposium 

22. Management of Current Assets 

For details please contact : ; 

The Secretary, 

Management Development Institute, 
A41, Palma Marg, Vasant Vihar, 
NEW DELHI-110057 


DATES 

VENUE 

< 

10-14 March 

Calcutta 


7-12 April 

New Delhi 

ji 

14-19 April 

New Delhi 

| 

21-26 April 

Mussoorie 

I 

27-30 April 

Poona 

| 

12-17 May 

Mussoorie 


9-21 June 

Ootacamund 

ij 

8-12 July 

Agra 

j; 

11-16 July 

Poona 

j: 

21-26 July 

Lucknow 


30 July-4 

August 

Bangalore 

I 

4-9 August 

Hyderabad 

ij 

25-30 August 

Calcutta 

]; 

8-13 September 

Bangalore 

ji 

21-27 September 

Shillong 


29 September— 
25 October 

New Delhi 

j: 

20-25 October 

New Delhi 

j; 

10-15 November 

Poona 

ji 

17-21 November 

New Delhi 

f 

1-10 December 

Calcutta 

:i 

2-5 December 

Bombay 

j! 

17-24 December 

Goa 

'ji 
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VRs 6.8$ lakh* in 1973* The 
dividend will 
be paid out of the general 
reserve on or after June 4, to 
those whose names appear on 
the company’s register of 
member as on May 14, 1975. 

Tribeni Tissues 

1 Tribeni Tissues has secured 
the approval of the government 
for effecting substantial ex¬ 
pansion of 10.000 tonnes 
for the manufacture of spe¬ 
ciality papers such as insula¬ 
ting paper, plastic base paper 
and industrial filter base paper, 
besides cigarette and carboni¬ 
sing tissues. This expansion 
is proposed to be carried out 
in two phases, and the first 
phase of 5,000 tonnes will be 
implemented in the exisiing 
mill at Tribeni. Necessary 
arrangements have been prac¬ 
tically completed. 

A new wide modern paper 
machine will be built by a 
consortium consisting of Indo- 
Berolina Industries Private 
Limited, Bombay and Bertrams 
Limited, Scicnncs, Edinburgh, 
one of the best known interna¬ 
tional paper machinery manu¬ 
facturers. These two companies 
have entered into a technical 
collaboration agreement with 
the approval of the govern¬ 
ment of India. While the 
bulk of the equipment will 
be manufactured by the Indian 
company, Bertrams will be 
supplying certain critical com¬ 
ponents. To supplement the 
technical krjow-how for the 
manufacture of a more diver¬ 
sified range of products, the 
company will have the benefit 
of the services of its parent 
company Wiggins Teape Limi¬ 
ted, UK, the leading inter¬ 
national paper manufacturers 
operating a large number of 
paper mills around the world. 

The cosi of this project, 
including a margin for work¬ 
ing capital, is estimated at 
Its 1050 lakhs. Of this Rs 81 
lakhs will be needed in foreign 
exchange for the direct import 
of plant and machinery. While 
a substantial part of this 
outlay will come from internal 
resources, it will be necessary 
to supplement it to the ex¬ 
tent required by the issue of 
a4diti0nal equity capital and 


fresh borrowing. The com¬ 
pany proposes to take this 
opportunity to reduce the 
foreign equity holding from 
74 per cent to 51 per cent. 
For this purpose, the com¬ 
pany proposes to issue new 
shares to the Indian sharehol¬ 
ders, to the public, to financial 
institutions and to employees. 

The rights issue to existing 
shareholders will he of 7,59,097 
shares, two new shares being 
allotted for every three shares 
held. The fresh public issue 
will be of 6,92,767 shares. 
To financial institutions, 
4,93,981 shares will be issued 
and to employees 30.000 sha¬ 
res. The consent of the Con¬ 
troller of Capital Issues has 
been, obtained for this scheme. 
The shares will be issued at a 
premium of Rs 2.50 per 
share. The company hopes 
to complete the project and 
begin production by October 
1976, With these new pro¬ 
ductive facilities, the company 
will be able to meet increasing 
domestic demand, to take full 
advantage of export possi¬ 
bilities, and to earn satisfac¬ 
tory profits. 

Bayer India 

The year 1974 was yet 
another successful one for 
Bayer (India) Limited. Sales 
increased to Rs 21.30 crores 
recording a rise of 35 per cent 
over the previous year. All the 
divisions —- Pesticides, Rubber 
Chemicals and Pharmaceuti¬ 
cals—have contributed their 
share to the substantial im¬ 
provement in sales. 

The company has earned 
during the year a pre-tax pro¬ 
fit of Rs 4.66 crores after pro¬ 
viding for depreciation of 
Rs 59.34 lakhs and develop¬ 
ment rebate reserve of Rs 
5.00 lakhs. Income-tax pro¬ 
vision for the year is Rs 3.12 
crores. The directors have 
recommended dividend at the 
rate of 12 per cent for 1974. 
This dividend will be payable 
on a total equity capital of 
Rs 3.60 crores. The company 
expects 6.5 per cent of the 
dividend amount to be free 
of tax in the hands of the 
shareholders. 

The company received an 
industrial licence for substan¬ 


tial expansion 6f its manu¬ 
facturing plant at Thana by 
increasing the production 
of Parathion Technical from 
1200 to 1700 tonnes per 
annum and of Fonitro* 
thion Technical from 100 to 
500 tonnes per annum. The 
company has already taken in 
hand the expansion of its 
plants and the company ex¬ 
pects to complete the expan¬ 
sion by the end of this year. 
The expansion is estimated to 
cost obout Rs 2.58 crores and 
it is proposed to raise a part 
of the finance required for 
this purpose by issuing 32,250 
equity shares of Rs 100 each 
at a premium of Rs 100 per 
share. 

The Controller of Capital 
Issues, has granted consent 
to the issue of the said 32,250 
equity shares of Rs 100 each 
for cash at a premium of Rs 
100 per share to be issued 
to the Indian shareholders in 
the proportion of one new 
epuity share for six existing 
equity shares held by the 
shareholders and the balance 
to the employees of the com¬ 
pany in the manner that no 
single employee shall be alio- 
tted more than twenty equity 
shares. The company has 
also received an industrial 
licence for substantial expan¬ 
sion for the manufacture of 
rubber chemicals. In accor¬ 
dance with this licence, the 
company has been permitted 
to expand the annual capacity 
of rubber chemicals from 2003 
to 6665 tonnes and has also 
been permitted to manufac¬ 
ture 2460 tonnes per annum 
of intermediates required for 
the manufacture of rubber 
chemicals. 

As per the condition laid- 
down in the industrial licence 
for substantial expansion of 
the manufacture of Chloro- 
quine Phosphate from four to 
12 tonnes, the company has 
installed the equipment need¬ 
ed for the manufacture from a 
more basic stage. Trial run of 
the new process of production 
is scheduled for April-May 
1975, by which time the ini¬ 
tial shipment of one of the 
intermediates is expected to 
be received from abroad. The 
company has recently received 
from the government a letter 


'Sf 

of intent for expanding the 
capacity of Chloroquinc Phos- j 
phate from 12 to 36 tonnes, s 
The conditions of the letters ; 
of intent are being studied ! 
and the company's proposals 
will be submitted to the 
government in duo course. 

Unichem Laboratories 

Unichem Laboratories has 
fared extremely well daring 
the current year. Its sales 
in the first five months of 
October-February of 1974*75 
have gone up by about 15 per 
cent over the corresponding 
period of last year. Exports 
over the same period have 
risen by about 50 per cent, 
the company having succeeded 
in penetrating several indus¬ 
trially advanced markets. 
The company is having under 
consideration several propo¬ 
sals for diversification into 
certain basic drugs. It has 
received an industrial licence 
for certain items and the 
management has to decide 
on the location of the new 
project. 

Gammon India 

Gammon India expects to 
maintain its profitability at the 
level of the last year, the per¬ 
formance on current contracts 
being generally satisfactory. 
The company has been invok¬ 
ing escalation clauses in con¬ 
tracts for major works and 
this helped it to stabilise con¬ 
tract prices and reduce risks. 

It has secured new orders worth 
Rs 2.93 crores for the current 
year at the end of Febrhary, 
and with the carryover Of the 
work worth Rs 39.28 crores in 
progress, its order book stands 
at a reasonable level. The com¬ 
pany has already made a be¬ 
ginning in the manufacture of 
large-diameter impellers for 
which there is a good demand. 
Besides, it has been carrying 
out feasibility studies in engi¬ 
neering and cheihical fields 
with a view to diversfying its 
activity. 

Unit Trust 

The sale < and repurchase 
prices of the units of the Ijnit 
Trust of India were raised by 
ten paise each to Rs 10,65 and 
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I;R$ tO,35 per unit reepectively 
} with effect from March‘d 

; News and Notes 

Tata Chemicals have receiv¬ 
ed the consent of the Control- 
; lor of Capital Issues for the 
Issue of 31.13,014 fully paid 
equity shares of Rs 10 each as 
bonus shares in the propor¬ 
tion of one bonus share for 
every two fully paid equity 
shares held by capitalising a 
sum of Rs 51,88,355 standing 
to the credit of the share 
pTemium account and R$ 
2,59,41,785 out of the general 
reserve. 

The Directors of American 
Express Company have announ¬ 
ced an increase in the regular 
quarterly dividend from #0,(5 
per common share to $0,20 per 
common share, payable on 
April 1, 1975 to holders of re¬ 
cord as on March 7, 3975, 
This is the eighth dividend in¬ 
crease in seven years, and also 
marks the 108th consecutive 
year in which American Ex¬ 
press Company has paid a 
dividend. 

The board of directors 
also slated that with this 
33-1/3 per cent increase, it 
would shift future dividend 
payment dates to the tenth 
business day of the second 
month following the close of 
each calendar quarter. The 
next payment date will be 
on August 11. 

There was a marked step- 
up in the asssistance sanction¬ 
ed and disbursed by the 
Industrial Development Bank 
of India (IDB1) during the 
first half (July-December 
1974) of 1974-75. The total 
assistance sanctioned was 
Rs 154,67 crores as against 
Rs 77.33 crores in the 
corresponding half of 1973-74 
and actual disbursements amo¬ 
unted to Rs 100.76 crores as 
against Rs 51.29 crores. The 
effective sanctions since the in¬ 
ception of 1DBI up to the end 
of December 1974 aggregated 
Rs 1,127.75 crores, excluding 

f uarantees at Rs 28.53 crores. 

'he total assistance utilised 
amounted to Rs 827.15 crores, 
exclusive of guarantees issued 
at Rs 21.34 crores. The assis¬ 
tance outstanding as at the 


end of December 19 14 amoun¬ 
ted to Rs 537.40 crores as 
against Rs 395.00 crpres a 
year before. 

Tjhe Prime Minister of 
Malaysia inaugurated recently 
Malaysia's newest sugar 
factory-Syarikat Gula N.S. 
(SDN) BHD, a joint venture 
of Phaltan Sugar of India 
and the StateDcvclopmcntCor- 
poration of Negri Sembilan, 
Malaysia. The M $75 million 
project is among the biggest of 
its kind in that country. It is 
also one of India's largest sin¬ 
gle overseas investment in 
terms of scale, technology, 
equipment and training. The 
Indian technicians have design¬ 
ed, fabricated and installed a 
thoroughly up-to-date sugar 
refining complex having a cru¬ 
shing Capacity of 2,500 tonnes 
of cane per day, with the assis¬ 
tance of Malaysian personnel. 

The entire plant equipment 
worth over M $20 million as 
well as supplementary work¬ 
shop machinery was supplied 
by leading manufacturers in 
India to designs and specifica¬ 
tions drawn up by Phaltan 
technologists. Indeed Syarikat 
Gula is a symbol of India’s 
growing international stature 
in industrial technology. And, 
most important of all, it brou¬ 
ght valuable foreign exchange 
to India. 

New Issues 

Vppev India Bearings and 
Bushings will be approaching 
the capital market shortly with 
a public issue of Rs 24 lakhs, 
all in equity shares of Rs 10 
each at par. At present its 
plant at Madras is engaged in 
the manufacture of 120,000 
pieces of bearings and bushings 
per annum. It now proposes 
to expand its capacity to 15 
lakhs pieces each of bearings 
and bushings per annum. The 
unit is being put up at Ranipet 
which has been declared an in¬ 
dustrially backward area. The 
capital outlay on the project 
is estimated at Rs 91.27 lakhs. 
It will be financed by the share 
capital of Rs 35.52 lakhs, sub¬ 
sidy from the central govern¬ 
ment of Rs 10 lakhs, term loan 
from TUC of Rs 30 lakhs, 
fromSIPCOTof Rs 5 lakhs 


and deferred payment guafah* 
tee of Rs 10.75 lakhs. 

Banjara Hotels will soon be 
offering to the public for sub¬ 
scription 420,000 equity shares 
of Rs 10 each at par. The com¬ 
pany! s setting up a five-star 
luxury hotel at Hyderabad on 
Banjara Hills, near Hyderabad 
airport, in collaboration with 
Holiday Inn Inc. of the USA. 
Construction work is proceed¬ 
ing apace and it is expected to 
be ready for receiving guests by 
March 1976. The project is 
estimated to cost Rs 1.89 cro¬ 
res. It will be financed by the 
share capital of Rs 70 lakhs 
and rupee term loans of Rs 
IJ9 crores. 

Uniloids Limited, incorpora- 
**cd on the April 28, 1973, is 
setting up a plant at Hyderabad 
for the manufacture of drugs 
and pharmaceuticals such as 
Nicotinamide, PAS Sodium, 
Isoniazid and Thiacetozone. 
The company proposes to en¬ 
ter the capital market shortly 
with a public issue of Rs 18.50 
lakhs. 

The company has been pro- 


ntotedlw Ur 

Mr D. Kamalakar Reddy* Mr 
P. V.-Krishna Reddy, Mr 
V. Lajcshminarayana RaO and 
Mr M. Ramana Reddy. 

The project cost has been 
estimated at Rs 82 lakhs. This 
is proposed to be financed by a 
share capital of Rs 32 lakhs,, 
Rs 8 lakhs from the promoters, 
(Rs 5.50 lakhs reserved for 
allotment to Industrial Deve¬ 
lopment Bank of India (IDB1) 
and Andhra Pradesh Industrial 
Development Corporation, 
and Rs 18.50 lakhs to be 
issued to the public), 
term loans from IDBI (Rs 35 
lakhs) and t he Andhra pradesh 
State Financial Corporation 
(Rsl5 lakhs). The company 
has already acquired the land 
and construction of the build¬ 
ings is in progress up. The site 
is favourably located in respect 
of availability of raw materials 
skilled labour and other faci¬ 
lities. Barring unforeseen cir¬ 
cumstances, the production is 
expected to commence by the 
end of the year. 


Dividends 


\ 

(Per cent) 


Equity dividend 
declared for 

Name of the company Year ended ——— - 

Current Previous 




year 

year 

Higher Dividend 

Hindustan Wire 
Products 

March 31, 1974 

12.0 

10.0 

Hemalatha Textiles 

June 30. 1974 

10.0 

Nil 

Gwalior Sugar 

June 30 1974 

5.0 

Nil 

Madhavnagar Cotton 

June 30, 1974 

12.0 

7.0 

Same Dividend 
Rajasthan Spg. & Wvg. 

September 30, 1974 

7.5 

7.5 

Jaipur Udyog 

June 30.1974 

Nil 

Nil 

Ralli Chemicals 

August 31,1974 

Nil 

Nil 

Gujarat Machinery 
Manufacturers 

September 30,1974 

10.0 

10.0 

Reduced Dividend 

Bharat Sugar 

June 30,1974 

12.0 

20.0 

Deccan Sugar 

May 31, 1974 

12.0 

14.0 

Crompton Greaves 

June 30,1974 

8.0 

15.0 

Shree Akkamamba 
Textiles 

June 30,1974 

12.0 

15,0 

Orissa Cement 

December 31, 1974 

10.0 

20.0 

Upper Doab Sugar 

September 30, 1974 

12.0 

20.0 
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Learn about pedestrian psychology, 
traffic rules, night driving and 
.other things you wish you knew when 
you're behind the wheel. Discover 
also how often control depends 
bn good tyres. Get Firestone and get 
the upper hand on nerves, 
i Firestone tyres have three sterling 


qualities you'll appreciate: 

• Road-hugging ability—for safety 
at speeds, turning and braking. ■ 

• Tough springy quality to withstand 
punishment on rough roads. 

• Exclusive .triple-strength 
construction that malces Firestone 
tyres stronger so they last longer. 


"tipi lor now dxivors from Firootoao * 1 

Write in for your FREE copy of this useful 
booklet to Firestone Tyre & Rubber Co. of Mia 
Private Ltd,, Hasson Building , Nlchoistn Road, 
Delhi 110006 * giving the name of this publication. 
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Chairman's Statement: 

i$i©i 

H. T. PAREKH 
ICICI Chairman _ 
sees favourable pointers concerning 
India’s investment and trade. 


■ Rising capital investment 
in agriculture 

m Short-ierm measures will 
not revive the economy 

Developments In 1974 

In a sense, the year 1974 
opened auspiciously in that 
the kharif crop for 1973 was 
good. Government, for a 
while, experimented with a 
policy of takeover of whole¬ 
sale trade in foodgrains, but 
had to give it up. Procure¬ 
ment during the year was low, 
but from the point of view 
of the economy, this was not 
a disaster since what was not 
procured by the Government 
still remained with the farmers 
(provided consumption had 
not increased, as there is 
evidence to believe), adding 
to the stocks in the economy. 

In other spheres of the eco¬ 
nomy, developments were not 
particularly encouraging. The 
Fifth Five Year Plan began in 
April 1974, but it was over¬ 
taken by inflation and high 
oil prices, so that it was still¬ 
born. In fact, the first year’s 
outlay in the Government 
sector was nowhere near the 
required scale to achieve the 
Five Year Plan target. Invest¬ 
ment in the private sector, 
though showing some increase 
at current prices, has apparen¬ 
tly been stagnating in real 
terms because of lack of in¬ 
centives and a clear Govern¬ 
ment policy on the direction 
of investment. Industrial 
production in 1974, according 
to available indicators, regis¬ 
tered a growth of only 3 per 
cent over the previous year. 
The economy continued to 
face power shortages which 
have had an adverse impact 
on both agricultural and in- 


■ Suggestions to improve 

growth rate 

■ Corporate operations 

dustrial output. Railways 
continue to suffer losses ow¬ 
ing to the failure of traffic to 
rise at the planned rate, but 
perhaps much more because of 
railways’own internal difficul¬ 
ties. 

Credit squeeze, which has 
been applied in the organised 
banking sector since the last 
quarter of 1973, also hindered 
production to some extent in 
the absense of proper machi¬ 
nery to ensure regular flow ot 
funds to the producing units. 
As a result of the squeeze, 
call money and bank lending 
rates reached levels which 
were unprecedented in the 
history of organised banking 
in this country. Nevertheless, 
inflation continued at the 
average rate of 2% per month 
during the major part of 1974. 
Certain other measures were 
also taken to curb inflation, 
but it remains to be seen 
whether they have, in any 
significant way, served the 
main objective of bringing 
down prices in the long run. 
One of the immediate adverse 
consequences of these measu¬ 
res has been their dampening 
effect on the capital market, 
especially on the new issues 
activity, which had provided 
important support to the in¬ 
vestment climate during the 
first half of 1974. 

The economic difficulties of 
India in 1974 do not, however, 
warrant any undue pessimism. 
While the country was, in 
some ways, overwhelmed dur¬ 
ing most of 1974 by the pro¬ 
blems of shortage of essen¬ 


tial commodities, inflation 
and consequent resources 
shortfalls, hopeful signs were 
not wanting as the year drew 
to a close. There have been 
some welcome signs of price 
stabilisation during the last 
quarter of 1974. While no 
dramatic changes are expec¬ 
ted in the power position in 
the immediate future, there 
are indications of better and 
more efficient management 
of available supply. Though 
there was a setback to the 
1974 kharif production due to 
inadequate rains, the country 
should be gathering a good 
rabi harvest in the coming 
months. 

It is also necessary tha* we 
take note of certain new and 
favourable pointers concerning 
India’s trade and investment. 
With the large increase in 
income from oil. the neigh¬ 
bouring economies of the 
Arab countries. Iran and 
Indonesia are bursting into 
activity. My visit dunng the 
year to two uf these countries, 
namely Indonesia and Kuwait, 
gave me a first hand impres¬ 
sion of the dun ges that are 
taking place iv their economies 
and the opportunities that lie 
ahead for India. I am happy 
to note that our Government 
has had fruitful dialogues with 
countries like Iran, Iraq, 
United Arab Emirates etc. 
which open up promising pro¬ 
spects for mutually beneficial 
economic collaboration. Nea¬ 
rer home, in the Indian sub¬ 
continent itself, conditions of 
stability arc emerging for the 
first time after independence, 
and the current year will see 
resumption of trade with 
Pakistan. 

Indian enterprise, it is 
gratifying to note, has also 
been active abroad, seeking 
manufacturing and contrac¬ 
ting opportunities in the neigh¬ 
bouring countries, reflecting 
its new-found confidence in its 
managerial and technical abi¬ 
lities. It is a good sign that 
India’s exports of manufactu¬ 
red, particularly of non-tra- 
ditional, items have expanded 
fairly rapidly in recent years. 
With the substantially expan¬ 
ded opportunities for mutual 
trade between India and its 
neighbours in sight, further 


stimulus to India's 'industrial^* 
exports, and expansion Off) 
investment over a diverse 
range of complementary 
vitieji are now a distinct possK* 
bility. | 

Apart from these hopeful? 
indicators. I would also 
lion, on the credit side, the| 
pragmatic reshaping of ecotto- /. 
mic policies of the Govern* X : 
ment. This is beginning to| 
be seen in the recent months. § 
Less reliance is being placed | 
on price controls and there ia|; 
a dearer stress on production | 
growth. 

Rising Capital Investment in ^ 
Agriculture 

However, the presence of 
these favourable indicators | 
does not by itself constitute a i 


policy for investment growth. L 
As has been happening for | 
almost a decade now, the over¬ 
riding consideration governing | 
the investment levels has been 
financial stringency. Confron-, 
ted with resource constraints, \ 
caused mainly by inability to § 
com rol non-developmentai 

expenditure, Government has 
slowed down investment in 
the public sector, infrastruc¬ 
ture development and much 
needed#cxpenditure on social 
services. This has retarded, in 
no small measure, the overall 
growth of the economy. Re¬ 
source constraints have also 
come in the way of fulLhearted 
implementation of regional 
development policy, despite 
certain commendable begin¬ 
nings in this direction. 


In this context, notice 
should be taken of increasing 
use of capital resources by 
the agricultural sector. The 
rising long-term trend in 
agricultural out-put, it has > 
to be realised, has come about 
not so much by changes in H 
organisational or tenunal re- 
forms, as by increasing in- ■ 
puts .into agriculture. Thus j 
agriculture has become a 
capital-intensive activity* using 
more fixed capital in the from 
of irrigation projects, wells 
and pumps, many of them 
based on scarce power resour¬ 
ces, and working capital 
inputs in the form of fertili¬ 
sers and pesticides. While it 
is true, that a large part of 
investment at the farm stage 
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i is through direct fiitgnOing by 
\ the farmers, it is also true 
^ that there has been an increase 
;; in bank finance to agricul- 
J ture. Perhaps, the shortage 
! of capital which the rest of 
the economy has been facing 
[< is partly due to the fact that 
agriculture now absorbs a 
f larger amount of public capi- 
i tal than it had in the earlier 
j years. Likewise, the shortage 
f of power, which we notice 
/ presently, is, in part, attribu¬ 
table to absorption by agri- 
f culture of a fairly large part 
; of power* out put. 

Despite an apparent con¬ 
flict between the claims of the 
: agricultural and the industrial 
sectors, it is, in my view, one 
good augury in the present 
situation that investment in 
agriculture is being maintain¬ 
ed at a reasonable pace, thanks 
: to considerable generation of 
incomes and plough back of 
. savings in this sector. We 
should keep up the tempo of 
investment in agriculture, and 
bank finance should continue 
to flow in adequate measure to 
this sector. If growth is 
to be achieved and the 
position of those below the 
poverty line is to be improved, 
agriculture must receive the 
first attention of Government. 
In fact, if, during the last 
three years of the Fourth Plan, 
foodgrain output had been 
achieved at the rate targeted 
in the Fourth Plan, Govern¬ 
ment would have had 25% 
more foodgrain output (or 
almost 75 million tonnes 
more of foodgrains over 3 
years) which would have 
solved all our problems of 
inflation, of constraint of 
resources and of abysmal po¬ 
verty. 

Given the high growth 
rate in population, the coun¬ 
try, which doubled the food- 
grain production during the 
last 25 years—from around 50 
million tonnes in 1950-51 to 
over 100 million tonnes at 
present—should plan for ac¬ 
celerated efforts in this direc¬ 
tion and aim at a further 
doubling of food production 
during the next 15 years. The 
pace should really beset now; 
to make up for the shortfall 
duing the previous Plan, the 
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rate of growth for food pro¬ 
duction during the Fifth Plan 
should be around 6 % instead 
of 4.2% proposed in the ori¬ 
ginal Fifth Plan document. 

Short-Term Measures will not 
Revive the Economy 

It is in finding an answer to 
the problems of resource 
constraints towards maintain¬ 
ing a steady upward momen¬ 
tum of investment in the in¬ 
dustrial sector, particularly 
in ensuring achievement of 
our targets in the priority 
areas, that we need to do some 
fresh thinking. 

Unfort unal ely, measures 
taken by Government show 
that it is overwhelmed by 
short-term problems and is 
not able to devote its atten¬ 
tion to the more long-term 
problems of growth of the 
economy. Inflation, no doubt, 
is a major problem at present, 
but curbing inflation at the 
cost of investment growth 
causes a still greater problem 
of foregone production. Some 
of the measures taken by Gov¬ 
ernment have deterred, ins¬ 
tead of promoting investment 
and influenced adversely in¬ 
centives to save and invest in 
the capital market. As an 
example, I would mention the 
restriction on dividends which 
was brought in (evidently as a 
measure balancing the com¬ 
pulsory deposit of wages and 
dearness allowance payable 
to labour) by Government 
mainly to contain inflationary 
forces; it has resulted, not al¬ 
together unexpectedly, in 
companies not being able to 
raise fresh capital on the mar¬ 
ket This has, as is well-known, 
hurt the Unit Trust also re¬ 
quiring special corrective ac¬ 
tion by Government early in 
January this year. 

I am suggesting a course 
of action which may sound in¬ 
consistent and heterodox in 
relation to the present think¬ 
ing, but as Pandit Nehru used 
to say, it is dangerous not to 
take risks in a difficult situa¬ 
tion, and wc are in this posi¬ 
tion today. Inflation cannot 
be brought down instantly. # tt 
would be much more mature 
to plan to bring down slowly 
the rate inflation. It is within 


such an immediate frame¬ 
work alone that a policy of 
growth can be established.. 

Suggestions to Improve Growth 
Rate 

My first suggestion here is 
that we must find a solution 
to the problem of high costs 
of projects and the shortage of 
resources to implement them. 
Apart from the remorseless eff¬ 
ects of inflation, changes in the 
project scales have also con¬ 
tributed to high project costs. 
In my view, the answer to this 
problem lies in a pragmatic 
scaling down of the size of 
some of these projects or 
their phased implementation, 
as the alternative is often that 
the projects may not be taken 
up at all or delayed even at 
the start. 

Secondly, the country 
should assiduously cultivate 
trading and investment con¬ 
nections abroad, particularly 
with some of our capital rich 
neighbours, to minimise the 
initial burdens on the coun¬ 
try's resources and endeavour 
to off-load the capital and 
power intensive activities to 
some of the capital and fuel 
rich countries. Fertiliser manu¬ 
facture, where urea and am¬ 
monia products can be con¬ 
veniently divided between 
India and its neighbours, is a 
case in point. It does not 
preclude India from later 
putting up the integrated faci¬ 
lities within the country. 

Thirdly, a large amount of 
capital is locked up in pro¬ 
jects which take a long time 
to complete. This icpiesentsa 
waste of resources, in the sense 
that projects go into produc¬ 
tion much later than they 
should have, and in the mean¬ 
while the economy loses out¬ 
put or has to use scarce for¬ 
eign exchange to maintain 
the supply of the product. It 
is desirable that Government 
lay down, both for the public 
sector and for the private 
sector, fairly specific time- 
limits for completing projects 
and provide them with all re¬ 
sources needed to complete 
the projects. 

Finally, I believe the situa¬ 
tion of high cost of today’s 
projects and the handicaps 
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these new projects face in re¬ 
lation to older, enterprises in 
the respective sectors, call for 
an enlargement of the present 
package of investment incen¬ 
tives. The need is all the 
more urgent in view of my 
earlier suggestion that we con¬ 
sider a phased implementa¬ 
tion of projects, notwithstand¬ 
ing considerations of scale. I* 
therefore, suggest that Govern¬ 
ment seriously consider re-in¬ 
troduction of development 
rebate for a period of five 
years or so, at least in respect 
of priority industries. When 
the withdrawal of this incen¬ 
tive in the 1973 budget was 
announced, no one had fore¬ 
seen such a steep increase in 
the cost of capital investment. 

I am also inclined to sug¬ 
gest revival of two other in¬ 
centive schemes, both of which 
have a bearing on promotion 
of new industrial investment. 
One of these is lax credit in 
respect of investments in the 
equity shares of new com¬ 
panies. This will, to some 
ex;ent, contribute to a revival 
of interest in new capital 
issues. In order to enable a 
new unit to compete with 
established units, and to at¬ 
tract promotional and general 
investment interest in new 
projects, suitable excise duty 
rebates will also have to be 
considered. To have the de¬ 
sired impact on the supply of 
risk capital, it is only proper 
that we provide facilities by 
way of lower excise duties, 
to new industrial units during 
the first five years of pro¬ 
duction. 

Apart from excise duty 
rebates specifically directed 
to new units, Government 
may also consider a general 
reduction in excise duties on 
selected items with a view to 
stimulating demand, and 
thereby industrial production 
and investment. In my opinion 
excise duties and other indi¬ 
rect taxes, levied at several 
stages, already constitute a 
significant component of the 
final product prices. I would 
suggest that Government re¬ 
view the entire structure of 
excise duties and suitably 
reduce their rates, so as to 
provide some relief to Oonsu- 
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mers from the present high 
prices and to promote an ad¬ 
equate market growth of the 
industries concerned. 

I am aware of the resource 
stringency faced by Govern¬ 
ment. The measures suggested 
here contain a built-in poten¬ 
tial for larger revenues in the 
long run through larger in¬ 
vestment and production. If, 
however, there is any appre¬ 
hension of revenue loss, I see 
several avenues for recouping 
the resources. 

To mention just one of 
these: I feel that Government 
must give up the principle of 
subsidising any individual 
sector in the economy. If 
subsidies have to be given* it 
should be done only through 
cross-subsidising within an 
activity, so that there is no 
need to use net Governme.it 
resources on that activity. For 
example, at present. Govern¬ 
ment provides a subsidy of 
about Rs 225 crores per year 
for food distribution. While 
the need to protect the under¬ 
privileged remains and, there¬ 
fore, the need to provide food- 
grains to them at low prices 
is urgent, it is desirable that 
the revenue lost through sub¬ 
sidising this sector is made up 
by Government selling food- 
grains at higher prices to 
people whose incomes exceed 
Rs 1,000 per month. 

Controlling growth in 
public expenditure, collection 
of tax arrears, improving the 
performance of public sector 
undertakings are other well- 
know avenues for raising ad¬ 
ditional resources. These 
should be fully explored for 
ensuring sustained investment 
in the economy. 

If the rate of growth is 
raised by these measures, the 
economy will be able to gene¬ 
rate surpluses which can be 
used not only for accelerating 
the rate of growth further hut 
also for improving the lot of 
the very poor. The demands 
on a poor economy like India’s 
are multifarious. In a sense, 
it h au economic problem to 
allocate limited resources 
among diverse ends. But it 
also becomes^ in India's con¬ 
text, a social and political 
: fwrpbiem^ 1 ft requires wisdom 


on the pan of our policy¬ 
makers to ensure that they 
face up to ihc challenges be¬ 
fore this country. I do hope 
that, in revising the Fifth 
Plan, the planners and Govern¬ 
ment will give the above con¬ 
siderations due weight. 

Corporate Operations 

Coming to the operations 
of the Corporation, the de¬ 
mand for foreign currency 
funds was well maintained 
during the year and the Tenth 
Line of Credit from the World 
Bank is being drawn upon. 
Negotiations for a new line of 
credit from the World Bank 
are already under way and are 
likely to be concluded in the 
near future. 

During the year under re¬ 
view. ICICI obtained the 
Thirteenth Line of Credit of 
DM 5 million from the 
Kreditanstalt fur Wiedcra- 
ufbau. Negotiations are 
nearing completion for an¬ 
other line of credit of DM7 
million. The Fifth sterling 
loan of £ 1 million fiom the 
U.K. Government was also 
received through the Govern¬ 
ment of India. The Indus¬ 
trial Development Bank of 
India provided the counterpart 
funds against the Fifth U.K. 
loan. I would like to thank 
the World Bank, the KfW, 
the UK Government and the 
1DBI for the continued confi¬ 
dence they have shown in this 
Corporation, I also lhank 
the Government of India for 
providing the required 
guarantees. 

Due to worldwide infla¬ 
tion and uncertain and fluc¬ 
tuating market conditions 
prevailing throughout the 
year, circumstances were not 
favourable for fresh borrow¬ 
ing in the Euro-currency mar¬ 
ket. Avenues of raising ad¬ 
ditional foreign currency re¬ 
sources are, however, receiv¬ 
ing our attention on a con¬ 
tinuing basis. 

In regard to rupee resour¬ 
ces, we have called up the 
balance share capital of Rs 2.50 
crores out of the Third rights 
issue of Its 5 crores. ICICI 
made its Fifth debenture issue 
for Its 9 erodes in June 1974; 


this issue, which like all pre¬ 
vious issues was oversubscri¬ 
bed, is the largest single issue 
so far. Our thanks arc due to 
the institutions, banks and 
individuals who helped us to 
make the issue a success. In 
early 1975, we propose to 
raise Rs 5 crores by way of 
debentures to finance our 
rupee operations. 

Operations 

Net sanctions made by the 
Corporation during 1974 
amounted to Rs 62.72 crores 
(against Rs 59.27 crores in 
1973). Of these, an amount 
of Rs 51.71 crores was in res¬ 
pect of 120 specific projects. 
The total cost of these pro¬ 
jects, when completed, is 
estimated at Rs 534 crores 
(including Rs 153 crores for 
working capital requirements). 
This cost is proposed to be 
met by Rs 79 crores share 
capital (Rs 73 crores ordinary 
and Rs6 crores preference), 
Rs 217 crores long-term loans 
and debentures Rs 11 crores 
deferred payments and Rs227 
crores cash accruals, bank 
borrowings, unsecured depo¬ 
sits etc. The total turnover 
of these projects, in a year 
of normal production, is esti¬ 
mated to amount to Rs 459 
crores. 

Other Activities 

Among Corporation's other 
activities, I should touch upon 
two new areas of interest which 
received our attention in 1974. 
For nearly two decades ICICI 
had been engaged in the 
financing of industrial pro¬ 
jects and their successful 
completion but little was 
known about the socio-econo¬ 
mic impact of these projects 
on the life style of the people 
immediately affected by them. 
As part of our continuing in¬ 
terest in these problems the 
Corporation has brought out 
a publication containing a 
study of the impact of the 
Gujarat State Fertilizers Com¬ 
pany on a predominantly agri¬ 
cultural, traditional com¬ 
munity. 

Another area of activity in 
which this Corporation took 
some interest during the year 
was the promotion of rural 
development. The Corpora- 
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tion agreed to support h 
scheme for setting up lift 
irrigation schemes and allied 
activities in rural areas in 
Osmanabad district, Mahara¬ 
shtra. Under the proposal, 
ICICI will provide a smell 
grant initially, and Other 
financing, not exceeding Rs 5 
lacs in all, to a Land Institute 
set up for this purpose. , 

In addition to the North 
Eastern Industrial and Techni¬ 
cal Consultancy Organisation 
(NEITCO), in the setting up 
of which wc were associated, 
ICICI support has already 
been extended to the forma* 
tion of a new c msultancy or¬ 
ganisation in Bihar-’-The 
Bihar Industrial and Teohni- 
cal Consultancy Organisation 
(BITCO). Two other organi¬ 
sations in formation, which 
will receive ICICI support 
are: one in Uttar Pradesh and 
another for the States of 
Andhra Pradesh and Orissa, 


Finally, I would like to ; 
mention that this Corporation \ fr 
has continued to receive de- ) 
voted service from its staff; I \ \ 
take this opportunity to, ex- 
press my sincere thanks to ; 
them. * ■'; 


THE ECONOMIST 
INTELLIGENCE UNIT, LONDON 
A new Technical Series 
Each study will be devoted to a single 
major subject 

Eli) Technical Special No. 1 
VEHICLE OPERATING COSTS 
IN TRANSPORT STUDIES 

With special reference to the woft ’ 
of the EIU in Africa , : 

This thorough account of the mfct- i 
hods and sources used, arulcont 
elusions reached, by the fitU’s $ 
analysts in a variety of real-liffc i 
situations provides a flame of f 
reference that will enable others jj 
to direct their own efforts mefte f 
effectively. 


Price £ 20/-. The Educational and 
Library price is £10/-. Airmail 
postage £ 1/.. 

Available against Rupee payment 
from i. A. Shah, Exclusive Repto- 
sentatm in India, 67 Marine Drive, 
Bombay 400020. Price in RS. 399/- 
including airmail charges and Rtu 
209/- for Educational Institution* 
and Libraries. Payment by cheque 
in favour of h A. Shah should ac¬ 
company the order. 


MARCH 14,1975 



RECORDS 



sucnsncs 


; Charter of 
I demands 

? On behalf of the people of 
India in general and the non* 
I communist opposition parties 
t -—the Congress-O, the Bhartya 
i Lok Dal, the Socialist Party 
L' the Bhartiya Jana Sangh, the 
| DMK, etc.,—in particular, Mr 

* Jayaprakash Narayan present- 
? ed on March 6 a charter of 
; demands to the Speaker of the 
v Lok Sabha, Mr G. S. Dhillon, 

‘ and the Chairman ofthe Rajya 

Sabha, Mr B.D. Jatti. 

) Withdrawal of Emergency 

: : The charier called for 

i immediate elections in the 
states of Bihar and Gujarat 
( and withdrawal of emer- 
I gency, the Maintenance of 

■ Internal Security Act, the 
i Defence of India Rules and 

the other laws which curb civil 
; ; liberties. Among other things, 
•’ it also demanded rcconsti- 

■ tution of the Election Commis¬ 
sion into a multi-member body 

, composed of persons of indu- 
\ bitable integrity; inclusion of 
j expenditure incurred by politi- 

• cal parties in the returns of 
individual candidates; imme- 
“ diate implementation of the 
j recommendations of the 

San than am Committee on 
^corruption; appointment of 
|jpdicial tribunals with adequate 
I powers to inquire into allega- 
|ttons against persons occupy¬ 
ing high positions, including 
j the prime minister and chief 
(ministers; enactment of a law 
(requiring of holders of public 
[office to declare their assets 
'immediately on assumption of 
{office and periodically thcre- 
fafter; accord of the highest 
(priority for the achievement 

J 
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of universal primary and adult 
education: and concerted 

Treasures for containing unem¬ 
ployment. 

The following is the text 
of the charter of demands: 

We, the people of India 
have gathered here to express 
solidarity with the struggle of 
the Bihar people which has 
come to symbolise people's 
aspirations all over the coun¬ 
try. When basic principles of 
public life and good govern¬ 
ment are allowed to be trampled 
it is the people’s duty to pro¬ 
test. We march today to seek 
justice and preserve democracy. 

Wc pledge ourselves to a 
total revolution in society 
which will create a new order of 
social and economic equality, 
genuine democracy, and moral 
values within the Gandhian 
framework. 

Cherished Objectives 

Tn order to advance to¬ 
wards the achievement of these 
cherished objectives, we focus 
attention on the following 
urgent demands: 

Fresh Elections in Bihar 
and Gujarat : The legislative 
assembly of Bihar has for¬ 
feited the confidence of the 
people of the state. The 
assembly is fearful to contact 
with people. It barricades 
itself behind fences and bayo¬ 
nets. It has long since ceased 
to beat with the pulse of the 
people. It upholds a govern¬ 
ment that has misadministered 
the state and has trampled 
under foot the cherished rights 
of the people. 

Far from stopping malad¬ 
ministration and widespread 
corruption in the government, 
the Bihar Assembly has Ua-” 
happily become a party to 
them. The political sovere¬ 
ign, the people, have for long 
demanded dismissal of the 


legal sovereign that now usurps 
authority. 

In Gujarat, the state gov¬ 
ernment was overthrown and 
the assembly dissolved nearly 
a year ago in the wake of a 
people’s movement. But free 
elections are yet to be ordered. 
Therefore our first demand is 
that the government in Bihar 
be dismissed and its assembly 
dissolved and fresh elections 
be ordered at an early dato in 
Bihar as well as Gujarat. 
Socio-economic Goals 

Securing the Socio-Economic 
Rights of the People: The gov¬ 
ernment’s ruinous policies 
have led to economic stagna¬ 
tion on the one hand and 
increasing poverty, soaring 
prices and growing unemp¬ 
loyment on the other. Non¬ 
availability of essential com¬ 
modities has become a per¬ 
manent feature of the lives of 
the weaker sections. Nearly 
60 per cent of the population 
lives in conditions of semi- 
starvation and their number is 
increasing at an alarming rate, 
social inequalities are increas¬ 
ing. 

The v'tal social and econo¬ 
mic rights ofthe people have 
to be secured urgently and the 
following steps must be taken 
for the purpose; 

1. Provision of the basic 
necessities of life should 
be ensured to the wea¬ 
ker sections particul¬ 
arly the poorest 60 per 
cent of the population 
at prices within their 
reach. 

2. Prices of essential 
goods should be relat¬ 
ed to costs and there 
should be a reasonable 
balance between agri¬ 
cultural and industrial 
prices. Prices should 
be stabilised and price 
rise must not exceed 
the rate of increase in 
the nationalincome. 

3. Need-based. minimum 
wages and incomes 
should be guaranted to 
all. 

4. Economic inequalities 
. should be minimised so 

as to bring them within 
reasonable limits such 
as 1 :10. 

5. Effective land reforms 
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ensuring equitable re¬ 
distribution of land, 
securing of tenure baa¬ 
ed on the principle of 
land to the tiller, 
ownership of homes¬ 
tead land to the land¬ 
less and assurance of 
fair wage to agricultu¬ 
ral labour, a substan¬ 
tial part of which 
should be paid in kind. 

6. Assurance of full em¬ 
ployment. Develop¬ 
ment of agriculture and 
ofthe rural economy 
through the applica¬ 
tion of an appropriate 
technology should be 
given the highest prio¬ 
rity for this purpose. 
Programmes of indus¬ 
trialisation should simi¬ 
larly be based on techni¬ 
ques and schemes in¬ 
volving massive mobi¬ 
lisation of manpower. 

7. Creation of a regime 
of national austerity 
with the government 
to set the tone in this 
regard. This would 
involve a ban on im¬ 
port of luxury items 
and their manufacture 
at home. 

Denial of Rights 

Democratic Rights and Civil 
Liberties : In violation of the 
spirit of the Constitution the 
government continues to main¬ 
tain a state of National Emer¬ 
gency. The rule of law has been 
systematically replaced by the 
use of MISA, DIR and gover¬ 
nance by ordinance. Democratic 
rights are being denied to large 
sections, legitimate and peace¬ 
ful struggles by the people are 
suppressed by use of central 
and state police. In order to 
restore, defend and expand the 
content of democracy we de¬ 
mand: 

1. Immediate withdrawal 
of the emergency as well as 
MISA, DIR and other laws 
which militate against civil 
liberties; 

2. Granting toll political 
and trade union rights to the 
teaching and non-teaching staff 
of schools, colleges and uni¬ 
versities; 

3. Granting offitil politi¬ 
cal and trade union rignts to 
workers and employees in the 
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commercial am) industrial est¬ 
ablishments in the public sec¬ 
tor. 

Free and Fair Elections: It 
is essential that Parliament 
and assemblies be made 
, more responsive to popular as- 

E {rations. Elections must not 
e allowed to be influenced by 
' use of official machinery, money 
power and recourse to force. 

We therefore urge that: 

1. The unanimous recom¬ 
mendations of the Joint Par¬ 
liamentary Committee on Elec¬ 
toral Reforms in which the 
members of the ruling party 
were also present should be im¬ 
plemented without delay. 

2. The government must 
not be allowed to make major 
policy Statements, sanction 
projects, lay foundation stones 
and announce other measures 
to tempt the electorate after 
elections have been notified. 

3. The Election Commis¬ 
sion should be a multi-mem¬ 
ber body manned by persons 
of indubitable integrity, such 
as judges of Supreme Court 
and the High Courts. They 
should be selected by a board 
consisting of the Chief Justice 
of the Supreme Court the 
prime minister, and the leader 
of the opposition (or a repre¬ 
sentative of the opposition ac¬ 
ceptable to all groups). 

4. Political parties must 
be required to submit election 
expense returns. Expenses in¬ 
curred by parties on individual 
candidates including the gene¬ 
ral party programme should be 
included in the returns filed by 
candidates. 

5. Use of radio-TV, gov¬ 
ernment vehicles, aircraft and 
other government apparatus for 
party purposes should be for¬ 
bidden to the ruling party ex¬ 
cept on terms of parity with 
opposition parties. 

6. Prohibition should be 
' enforced a week before and on 
the day of polling. 

7. On polling day, all vehi¬ 
cles including private cars, ex¬ 
cepting those engaged in essen¬ 
tial services, must be off the 
roads. 

8. Counting must be done 
boothwise; the ballot paper re¬ 
count of each polling station 


Yes-our country can grow cocoa— 



and many more people i 
can enjoy 

a quick energy food. ! 



For many years even the 
experts claimed that cocoa 
could not be grown in India. 
But a decade ago Cadbury- 
Fry carried out a thorough 
survey of the land and. be* 
ing fully convinced of the 
possibilities* initiated cocoa 
cultivation in India, on a 
systematic, scientific basis. 
Collaborating with State 
Governments and local far¬ 
mers, they located suitable 
plots in South India; over the 
years supplied the imported 
seedlings freeofcharge, nur¬ 
tured the plants diligently. 
Now cocoa grows in India. 

Over 4500 acres currently 
under scientific cultivation 
provide an excellent founda¬ 
tion for considerable future 
growth. By 1080 India 


should be able to export 
cocoa beans and thus enter 
this thriving world market. 
The opportunity here is 
massive because the world 
demand for cocoa far ex¬ 
ceeds present supplies and 
it continues to grow. 

Cocoa*based products are 
amongst the most nutritious 
foods. They offer instant 
energy—yes, cocoa products 
feature in the emergency 
kits of Jawans, mountain 
climbers, explorers and in 
survival packs the world 
over, and indeed they are 
important in the diet of 
growing children providing 
protein, carbohydrates and 
fats essential for health. One 
kg. of milk chocolate pro* 
vides a massive 5,600 units 


of energy (calories) and a 
leading dietician says, '"Of 
all the foodstuffs offered by 
the vegetable kingdom to 
man the cocoa bean stands 
out as a phenomenon. In no 
other case has nature con* 
centrated such a wealth of 
nutritive elements into so 
small a space." 

In successfully developing 
cocoa-growing in India, 
Cadbury-Fry have put to 
good use their world-wide 
cocoa experience plus their 
knowledge of Indian condi* 
tions. They are ceaselessly 
working to make cocoa ex¬ 
ports as worthwhile and as 
profitable as jute and tea. 
Cocoa certainly holds out a 
romise to make this Cad- 
uxy-Fry dream come true. 


Cadbury-Fry 

(hcm« Making India tht Cocoa Country. 
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should be publicised immedia¬ 
tely after polling; and only one 
ballot box instead of three or 
four should be made available 
at every booth with stand-by 
arrangement for any contin¬ 
gency. 

\ 9. The accounts of total 
rtallot papers polled or other¬ 
wise used, including the num¬ 
bers of the first and last ballot 
papers in each polling station, 
must be made available to the 
agents of all the contesting 
candidates in the polling 
station concerned. 

10. The age of voting 
must be lowered to 18 years, 

11. The right of recall 
should be provided in the Con¬ 
stitution. 

Decentralisation of Political 
Power : In view of the growing 
centralisation of power and 
the destruction of democracy 
at the grassroot level by the 
government, it is necessary to 
provide constitutional guaran¬ 
tee for genuine self-govern¬ 
ment by decentralisation of 
powers and their effective dis¬ 
tribution among gram pan- 
chayats, zila boards, states 
and the centre. 

Educational Reforms : 1. 
Education must be the instru¬ 
ment of the creation of a 
society based on the ideals 
enshrined in this charter, and 
should lead to modernisation 
instead of westernisation; 

2. Effective steps to raise 
the quality and content of 
education in keeping with 
national requirements. The 
present pattern must be revis¬ 
ed at every level; 

3, Vocalionalisation of 
education from the secondary 
stage coupled with a system of 
economic planning guarantee¬ 
ing employment. A university 
degree should not be a requi¬ 
rement for any but academic 
jobs; 

, 4. Highest priority to achi¬ 
eving universal primary educa¬ 
tion and universal adult edu¬ 
cation within five years; 

5. Check on interference 
by the government in educa* 
tioMinstitutions. The mana¬ 
gement of these institutions 

eas 


should ordinarily be entrusted 
to their respective teaching 
staff, along with democratic 
student participation. 

Eradication of Corruption : 
Political corruption is eating 
into the vitals of our political 
life. It is disrupting develop¬ 
ment, undermining the adminis¬ 
tration and making a mockery 
of all laws and regulations. It 
is eroding people's faith and 
exhausting their proverbial 
patience. 

In order that public life is 
cleansed of this cancerous 
malady, we demand: 

Mohan Dharia’s 
statement 

Exercising his right to make 
a statement in Parliament fol¬ 
lowing the Prime Minister, 
Mrs Indira Gandhi, dropping 
him from the union cabinet 
on March 2, for his advocacy 
of a dialogue between the 
government and the parties in 
the opposition and Mr Jaya- 
prakash Narayan, Mr Mohan 
Dharia asserted in the Lok 
Sablia on March 5, that his 
above plea was in conformity 
with the accepted policies of 
the party as well as parliamen¬ 
tary democracy. The former^ 
minister of state for Works and 
Housing, assailed the Prime 
Minister for not fulfilling the 
promises made to the electo¬ 
rate in the last general election 
and vehemently criticised the 
attempts of the Communist 
Parly of India (CPI) to trade in 
the difficulties of the Congress. 
He also emphasised the need 
for the administration absor¬ 
bing certain ethical norms and 
becoming responsive to the 
urges and grievances of the 
people. In any slowing down 
of these basic values, he stres¬ 
sed, the democratic system 
lost not only its vigour but 
also its face. “To adopt a 
callous altitude towards rising 
doubts in the public mind is 
easy but to ignore them is 
very, dangerous/* he added 

The following is the taxt 


1. Appointment of high- 
powered judicial tribunals with 
powers to enquire into allega¬ 
tions against persons in high 
positions, including the prime 
minister and chief ministers. 
In cases where charges of cor¬ 
ruption are substantiated pro¬ 
secution of the persons con¬ 
cerned should be obligatory. 
In all cases reports of enquiries 
should be published; 

2. Implementation of the 
recommendations of the San- 
thanam Committee regarding 
allegations of corruption. In 


jpf Mr Mohan Dharia s state¬ 
ment in the Lok Sabha on 
Wednesday: 

Mr Speaker, I rise to dis¬ 
charge a painful parliamentary 
duty which is cast upon me. 
It cannot be a pleasure to 
make this personal statement 
to explain the situation in 
which I resigned from the 
Central Council of Ministers. 

I am on my legs with full sense 
of responsibility and accounta¬ 
bility towards this august 
House and to the people of 
the country. Sir, to make my 
statement explicit to the hon¬ 
ourable members of this 
House, I reproduce from the 
Prime Minister’s letter of 
March 1, 1975, received by 

me at 1.15 p. m. on March 2. 

‘I have been astonished to 
read newspaper reports of 
some of your speeches and 
also your reply to the letter 
of the Maharashtra Pradesh 
Congress Committee. It is 
obvious that your views on 
this issue are not in confor¬ 
mity with the thinking of the 
Congress Party. If you had 
any doubts was it not your 
duty to convey them to me? 
In the circumstances it is not 
proper for you to continue in 
the Council of Ministers. I 
am informing the President 
accordingly’'. After the re* 
ceipt of this letter, I immedi¬ 
ately sent my letter, of resig¬ 
nation to the President which 
is as follows: 

‘I have just received a 
letter form the Prime Minister, 
’ copy of which is attached 
herewith. Had the Prime 
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case of doubt whether there is 
prima facie ease for an enquiry, 
the matter should be deterinitt- 
ed by a judge of SuprerrtO 
Court or High Court or by 
judicial tribunals where such 
tribunals independent of the 
executive and with adequate 
power exist; 

3. A law should be framed 
requiring all holders of. public 
office to declare their assets 
immediately on assumption 
of office and periodically there¬ 
after. 


Minister shown the courtesy 
of indicating me her intention, 
either directly or indirectly. 

1 would have immediately 
and willingly trendered my 
resignation. This letter of 
mine may kindly be treated as 
my resinntion from the Coun¬ 
cil of Ministers of the Gay- 
ernmeni of India. 1 will offer 
ray comments in this mattejp i; 
either through a statement to < i 
be made in Lok Sabha or s 
through a press conference”. > 

Sir, Broadly I will dwell i 
on the points raised in the 
Prime Minister’s letter with , 
other related circumstances.’ 

Critical Times 

Sir, we are living through 
critical times. The nation is 
facing unprecedented prob¬ 
lems; the economic, social 
and political situation is in a 
state of ferment. I am fully 
convinced that I have to res-, 
pond to this situation in a 
restrained manner. I was 
astonished and pained to read 
from the letter of the Prime 
Minister that l have not con¬ 
veyed my differences of views 
to her it has also been said 
that I do not share the poli¬ 
cies of the Congress Party. I 
have not been able to under¬ 
stand the basis of these con¬ 
clusions. Just to put the re* 
cord straight I want to state 
that I have used the party 
forums and other avenues to 
make my view known to the 
Prime Minister and other 
dignitariesof the party to which 
I have the honour to belong. 
As early as November 19, WlA 
I had sent a letter to the 
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Prime Minister atbqg with 
my note and requested her to 
take up the matter at the 
Naromcamp with a view to 
evolving a time-bound pro¬ 
gramme of action. 

I had suggested that integ¬ 
rated battle on social econo¬ 
mic and political fronts will 
have to bo fought if we are to 
succeed against the reactionary 
forces in the country. 1 have 
expressed these views in my 
statements, speeches and pub¬ 
lic utterances. My letter of 
February 26, 1975 to the 
Prime Minister further ela¬ 
borates my views. 1 wrote 
this letter after 1 endeavoured 
to get an appointment since 
February 11 which could not 
materialize. 1 have made all 
possible efforts to keep her 
posted with my thinking. 
Even on most delicate and 
complicated issues I have ven¬ 
tured to express my opinion 
frankly to the Prime Minis¬ 
ter. On October 7, 1974, I 
personally conveyed my feel¬ 
ing that the continuance of 
persons with dubious reputa¬ 
tion in the ministry would 
erode the credibility of the 
government. I had no mis¬ 
givings about the effect of my 
suggestions and requests, bul 
in a democratic set-up, l 
thought it my duty as a col¬ 
league to suggest the way out. 
It is unfortunate that very 
often these suggestions were 
not given any consideration 
and were ignored. On the 
contrary it resulted in growing 
misunderstandings. 

Ethical Norms 

Sir, tome democracy does 
not mean a mere tool to ac¬ 
quire political power and to 
hold it. It is a system 
meant to involve people in 
determining and running the 
course of country’s administ¬ 
ration with a view to achiev¬ 
ing the objectives of the Con¬ 
stitution and the struggle for 
freedom in which the whole 
nation joined. 

The administration is 
expected to obsorb certain 
ethical norms and should be 
responsive to the people’s 
urges and their grievances. It 
is essential for the survival of 
this system. In any slowing 


down of these basic values, 
the democratic system loses 
not only its vigour but also 
its face: To adopt a callous 
atfitude towards rising doubts 
in the public mind is easy but 
to ignore them is very dan¬ 
gerous. With this understan¬ 
ding I had no other option 


but to raise my voice at times 
eveu at the risk of being mis¬ 
understood.’ 

It may be easy to suppress 
the dissenting voice but surely 
it does not help the demo¬ 
cratic functioning. In demo¬ 
cracy we derive our strength 


and authority (tom the people. 
If this very source dries up, 
its decay is inevitable. Toe 
strength of this system is 
directly linked with the peo¬ 
ple's confidence in the honesty 
and integrity of those whor, 
are at the helm of affairs and / 
also with their spontaneous 


Foreign 

exchange 
credits up to 

Rs.30 lakhs 


for import of capital equipment by 
small and medium scale 
industries in Karnataka 

Foreign Exchange Credits from the International 
Development Association (an affiliate of tb« Bank) 

are available to small and medium scale mdustries _ 
in Karnataka. The Credits are being channelled through 
the Karnataka State Financial Corporation. 

Complete information regarding how to obtain import 
licence, and further details of the IDA credit, are 
available from KSFC. 
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IN ANY SCRIPT YOU ORDER: 

ATUL ENSURES GOODS OF 
PROVEN INTERNATIONAL QUALITY 

FOR A FULL RANGE OF DIRECT & ACID DYES, «■ 

TULATHOLS B TULABASE8. SULPHUR BLACK 
8WETAK AND DYES INTERMEDIATES, AS ALBO f txA&i 
CHEMICALS. PHARMACEUTICAL INTERMEDIATES** 1 *' 

AND PHARMACEUTICALS 


PLEASE CONTACT:- 
SALES DEPAR T SVT E N f 

ATUL PRODUCTS LIMITED 

P O ATU L . DtST\. BU LSAR (GU J AR AT) 










ERYTHRINA INDICA. 

MACARANGA PELTATA. STEREOSPERMUM CKElANORtS, 

OILIENIA PENTA6YNA et cetera 

What are they? 
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Ganesh runs 
j amuck 


For the past many weeks the minister 
of state in the ministry of Petroleum and 
Chemicals, Mr K.R. Ganesh, who happens 
to be in immediate charge of government 
policy for the pharmaceutical industry, 
has been carrying on a not-so-subtie war of nerves against the organized sector in that 
industry and, in particular, against firms in which there is foreign equity. Currently a 
committee, under Mr Jaisukhlal Hathi, which had been appointed by the government 
to advise it on the suitable regulation and sound development of the pharmaceutical in¬ 
dustry so that it could effectively serve the cause of medicines for the millions, is about to 
complete its labours. It submitted recently its interim recommendations and is expected 
to be readywith its final report next month. The minister concerned, it seems, is not 
only not prepared to wait for the committee to conclude its work but is keen on 
queering the pitch for it. 


For those who have been watching the activities of Mr Ganesh in this context, 
the conclusion is hard to resist that he is using all the means available to him to build 
up a cold war atmosphere in which it might be easier for him to pursue obicctives 
which are all too obvious. A number of so-called seminars had been got up in the recent 
past to make it appear that there was a considerable body of informed opinion which 
was becoming more and more uneasy about the alleged domination of the pharmaceuti¬ 
cal industry by multinational firms. Nondescript champions of the ‘Indian* sector 
vs the ‘foreign’ sector, the decentralized sector against the organized sector or the pub¬ 
lic sector against the private sector, had been put up to plead for more stringent control 
over firms having some foreign equity or management or even the larger, wholly Indian- 
owned firms, in order to ensure that their further growth was virtually stopped or per¬ 
haps even their present functioning curbed or disrupted. Meanwhile, the minister had 
been creating opportunities for himself in the press or parliament to hurl threats, both 
vague and not so vague, against the ‘multinationals’ or other ‘undesirables* in the phar¬ 
maceutical industry. Reports in fact are being circulated in the press that the Hathi 
committee in its final report will be recommending by a majority view the nationaliza¬ 
tion of pharmaceutical firms with foreign participation in their equity or management. 
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Here it is necessary to emphasize the fact that the Hathi committee is no innova¬ 
tion of the present minister of state in charge of Pharmaceuticals, who arrived at that 
post only recently. It is therefore quite despicable on the part of Mr Ganesh to attempt 
to convert this committee into a creature of his. Rightly or wrongly an impression has 
already gone abroad that the minister has been taking an improper interest in the pro¬ 
gress or course of the deliberations of this committee and that he has been using his 
political influence or official position to ensure that his own purposes, prejudices or pre¬ 
conceived notions are served. Quite clearly, this is an unfortunate situation which only a 
wildly irresponsible minister could have allowed to develop for, apart from anything 
else, the suspicions or apprehensions which have been aroused, must necessarily come 
in the why of the Hathi committee’s recommendations being evaluated in a context 
free from misgivings about the motives that may have been al work. 
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It is a familiar fact of politics or government in our country that, from time to 
time, some particular industry is picked out for the predatory ministrations of demago¬ 
gic forces. There were years, for instance, during which the cotton textile industry 
was singled out for attrition. The result was that, in a period when the Indian textile 
industry had great opportunities of expanding and modernizing itself into one of the 
world’s great textile industries, both capital and enterprise were discouraged from 
labouring for and sustaining its growth. Similar vandalism was also suffered by the 
SUglur industry and this very nearly brought it to the brink of finandaland even physical 
Odilajpse. It seems to ns that today it is the turn of the pharmaceutical industry to be 
ch os e n for t he pillory. Thanks to political Occidents or errors of judgment, the one 
i, most unsuited to have anything to do with policy-making for Pharma- 
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ccuticals, has been placed in a position to progress of the industry and the good of cals Wording to internationally accepted 
play mischief dr perhaps play havoc with the public and that nothing is allowed to standards of research, packaging, market* 
this portfolio. Not surprisingly, then, be done to any part of the industry which mg, and quality contralto allits Aspects, 
avoidable and positively harmful tensions may have the result of prejudicing tfre The peopled medicine is not for brewing 
arc being created in an industry which orderly expansion and diversification of in the witches’ cauldron of political ady 
greatly needs a period of tranquil progress production for drugs and pharmaceuti- venturism. \ 

to be able to serve more adequately or . _ ■ ■ ! 


effectively the millions of people who must 
Have the benefit of modern medicine in 
steadily increasing measure. It is always 
open to the government to have dialogues 
with the industry or any of its individual 
parts on all issues of public interest aris¬ 
ing out of its current operations or its 
plans for the future. In fact it is essential 
that a dialogue of this kind must l>e a 
continuous transaction and, if a body such 
as the Hathi committee could serve any 
useful purpose, it would be by helping to 
frame fruitful, guidelines for this dialogue. 
It is therefore nothing short of tragic that 
* minister, whose political antecedents are 
far from reassuring and whose activities 
in the government or outside have always 
been a source of anxiety for many of his 
own party-men, should be enjoying so 
much freedom to pervert policy-making 
for the pharmaceutical industry at a criti¬ 
cal point in its further growth in the ser¬ 
vice of the people. 

It can of course be nobody’s case that 
this industry should be immune to govern¬ 
ment regulation. On the contrary, the 
government will, be failing in its duty if 
it does not watch over or enforce the pub : 
lie interest in increasing the availaility of 
a widening range of essential drugs or 
their formulations at reasonable prices 
and with sufficient guarantee as to their 
authenticity, safety and efficacy. This 
is ft task tremendous in the two-fold sense 
of being tremendously difficult as well as 
tremendously important and it is only at 
the people’s peril that the government may 
permit Machiavellian minds to meddle 
with it. There is ample room in the 
expanding pharmaceutical industry for all 
its legitimate constituents —legitimate in 
the sense that they have something to con¬ 
tribute to the people’s need for proper me¬ 
dicines at fair prices—to play their respec¬ 
tive roles with all the dynamism that each 
of them may be capable of. The govern¬ 
ment undoubtedly has a duty to see that 
there is fair competition within the indus¬ 
try, that all parts of it have access to the 
resources they need and can utilize for the 
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Role of big 
houses in 
West Bengal 

In his inaugural address at the annual 
general meeting of the Bengal Chamber of 
Commerce and Industry, held in Calcutta 
on February 21, the West Bengal chief 
Minister, Mr Siddhartha Shankar Ray, 
strongly defended the role of big business 
houses in developing the state’s economy 
and disclosed that he wa$ taking a special 
interest in providing them with facilities 
and incentives in order to enable them to 
play their part. He declared that those who 
wanted to keep the monopoly houses com¬ 
pletely out of the state’s industrial activity 
were not being pragmatic. He said that 
the implementation of the Monopolies 
and Restrictive Trade Practices Act had 
affected West Bengal since this state had 
not been able to find any alternative entre¬ 
preneurship. Mr Ray further observed that 
when he talked to local entrepreneurs 
about investment of even Rs 10 crores, 
they “shake in their shoes”. He, there¬ 
fore, justified the steps that his govern¬ 
ment had taken in pressing New Delhi to 
exempt the big business houses from the 
provisions of the MRTP Act. 

The chief minister revealed that in the 
last two years 29 companies, whose ex¬ 
pansion programmes would have been 
restricted under the MRTP Act, had been 
granted licences and letters of intent, He 
added that he was taking care to ensure 
that these companies speedily implemen¬ 
ted their projects, Mr Ray highlighted 
the industrial progress that West Bengal 
had achieved since his ministry came into 
existence. The state received in 1974 a 
record number of industrial licences and 
letters of intent aggregating to 106 and 
93, respectively, Between January J, 
1966, and March 31, 1972, altogether 
1,468 new companies were registered in 


West Bengal, but this figure rose to 1,472 
bettween April J, 1972, and December 3U 
1974. In the latter period, 12 large and 
medium industrial projects with a capital 
of Rs 91.53 crores had been commission¬ 
ed. The number of small-scale industries 
in the state also rose impressively from 
18,490 in 1970 to 48,000 in 1974. 

It is, of course, true that Mr Ray’s 
ministry has been trying its best to acce¬ 
lerate West Bengal’s industrial develop¬ 
ment. But many impediments and uncer- i 
tamties continue to stand in the way. ! 
The fact that the chief minister has been 
able to secure a large number of licences 
and letters of intent will not by itself 
help to promote the growth of industries 
unless they arc assured of adequate supply 
of power and other essential facilities. 
Mr Ray quoted statistics to show that 
power generation was improving. But 
there is still a great deal of anxiety 
among entrepreneurs that in the coming 
months the problem would assume serious 
proportions. The state has already in¬ 
curred a heavy loss in production due to 
shortage of power. As Mr D.P. Goenka 
said in his presidential address at the 
above-mentioned meeting, “on account 
of unscheduled and extensive load-shedd¬ 
ing, the loss of jute mill production in 
terms of value was Rs 18.1 crores from 
January to March, 1974, on top of the 
loss of more than Rs 40 crores in the pre¬ 
ceding two years. Engineering Units lost 
production valued at Rs 34 crores during 
the same period, over and above the loss 
of Rs 57 crores suffered in the previous 
year. The suffering of other manufac¬ 
turing units was no less disquieting and it 
became increasingly difficult to keep 
the wheels of industry moving until 
power rationing was introduced in West 
Bengal”. 

Mr Goenka made some suggestions to 
solve the problem such m the thhftly 
implementation of power projects, cons¬ 
truction of transmission lines and tedue- 
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tloii in the gap between the rated capacity 
and the actual generation of existing wits. 
He'also stressed the need; for substantially 
improving the. performance of thermal 
t stations by ensuring , the availability , of 
' spares an^ components, better manage¬ 
ment, and;-adequate supplies of the re¬ 
quired quantity and' quality of coal. The 
Chamber’s president also requested the 
chief minister to atsist the Calcutta Elec¬ 
tric 1 Supply Corporation in expediting 
its. expansion programme. Apart from 
these measures, the government of West 
Bengal should assess the state’s power re¬ 
quirements on a long-term basis and take 
effective steps to. plan for its generation. 
The 1 Barman Commission, which recently 
enquired into the power situation in the 
state, is understood to have made many 
proposals for reorganising the power 
department and for augmenting produc¬ 
tion and distribution of power, but the 
state government continues to keep its 
report confidential. The state govern¬ 
ment and the Planning Board should 
have frank and frequent consultations 
with the chambers of commerce and other 
industrial associations and seek their ad¬ 
vice and . assistance in tackling the power 
problem. 

Another impediment to West Bengalis 


overthe country. gut since West Bengal’s 
economic development: has considerably 
lagged behind other states,. the govern¬ 
ment of India and the Reserve Bank .should 
see to. it that industries in' thi* state are 
not hit hard due to the. lack of credit. 

Mr Goenkaalso referred to tip obstruc¬ 
tionist role,of trade unions. He Said that 
the jute strike had caused ’‘incalculable 
harm” to industry and, Workers and 
avered that it was “extremely disturbing” 
that in spite of the existence of an elabo¬ 
rate industrial relations machinery, trade 
Unions had chosen to strike at a time When 
the country was passing through an acute 
economic crisis. But strangely Mr Ray 
did not refer to the jute strike. He warned 
employers against encouraging inter¬ 
union and intra-union rivalry and asked 
chambers of commerce to use their 
influence to stop such practices. But the 
state government also should deal firmly 
with those who incite workers for political 
purposes and see to it that trade unions 
strictly observe the sanctity of agreements. 

Mr Ray expressed his anger and an¬ 
noyance at the conduct of certain em¬ 
ployers who had neglected and even des¬ 
troyed tea gardens in north Bengal in 


their, -anxiety to earn quick profits, It ft 
certainly regrettable that souse employer* 
should be so. indifferent as to reuse^d** 
mage to teq.gardens. But is not. govern. 
ment also responsible for creating this 
situation? It has been known tor a long 
time that many tea gardens in north 
Bengal had fallen seriously sick due "to 
various reasons but neither the central 
government nor the government of Wert 
Bengal has taken effective steps to deal 
with this problem. It is necessary to deal 
with their' difficulties realistically and at 
the same time to take cate that more tea 
gardens do not fall sick. If is true that 
the industry was able to recure better prices 
in 1974 but, as Mr Goenka said, “otie 
year’s favourable price factor however 
does not indicate the industry's long-tenit 
prosperity”. 

Mr Ray's speech at the Bengal Cham¬ 
ber's meeting showed a new awareness 
on the part of the state government of fhe 
urgency of tackling the state’s problems ,of 
industrial development and ft is hoped 
that in the coming months the chief minis¬ 
ter will continue to make energetic efforts 
in cooperation with the private rector to 
impart a strong stimulus to the rapid re¬ 
vival of West Bengal's economy, 

A 


industrial growth is the credit squeeze. 
Mr .Goenka dwelt at length on this issue 
and pointed out some specific, examples or 
industries suffering hardship due to the lack 
of credit. “The export-oriented jute indus¬ 
try which suffered from power cuts and 
prolonged Uneconomic working,” he said, 
“has been hard hit by the credit squeeze 
ahd has even experienced difficulty in 
buying raw jute for lack of funds; a num¬ 
ber of engineering units have been forced 
to curtail production and cancel export 
orders owing to their inability to maintain 
a minimum raw material inventory be¬ 
cause of a sharp reduction in their over¬ 
draft facilities; flour mills which have to 
pay in advance for the wheat allotted by the 
food Corporation of India, the price of 
which Isas gone up by 140 per cent, are 
nonetheless required to hold stocks of 
finished products for long periods owing 
to delays inthe lifting of flour by govern¬ 
ment permit-holders, which strains their 
t^hflOw position severely.” It is true that 
the impact of credit restrictions is felt all 


Search for 
entrepreneurs 

The seminar on promoting entrepreneur- 
ship in the eastern region, which was held 
in Calcutta on February 1, made a number 
of recommendations for the development, 
diversification and dispersal of industries, 
but hardly any new points emerged from 
the discussion. The seminar emphasised 
the need for identifying prospective en¬ 
trepreneurs, publicising the incentives 
offered for setting up new industries, im¬ 
proving the availability of power and 
infrastructure facilities, and bringing 
about effective cooperation between the 
large aiid the small units. It could have 
been more specific in its proposals es¬ 
pecially in regard to the role to be {flayed 
by the governments of the eastern region 
in promoting the spirit of entrepeneur- 
ship.' The state governments, especially 
of West Bengal, have been persistently 


complaining about the indifference of the 
government of India towards the deve¬ 
lopment of the eastern region. In facf, it 
has been even suggested that New Delhi 
has been deliberately discriminating 
against this region in sanctioning indue-' 
trial licences, in locating public sector 
projects, in disbursing loans and grants, 
and in various other ways. 

It is, of course, true that the centre has 
not given adequate attention to the prob¬ 
lems of the eastern region, but how fire 
have the state governments themselves 
taken the initiative in promoting the 
growth of entrepreneurship? The seminar 
complained that there were no reliable 
data about the potential of the eastern 
region and that new entrepreneurs in 
most cares were Ignorant of the. various 
facilities available for setting up new units. 
If, therefore, the spirit of entrepreneur- 
ship is to be seriously and systematically 
fostered in the eastern region, the statu 
governments themselves ought to adopt a 
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dynamic approach 4® this problem. It 
remainxto be seenti*what extent they will 
cooperate actively Withthe AIE1 in work- 
idf its schemefor promoting entrepreneur¬ 
ship 

jThe Entrepreneurship, Development 
Sepvice (EDS) of the AIEI will offer two 
kinds of facilities. First, it will help en¬ 
trepreneurs to prepare feasibility studies 
and project reports in the form required 
to. obtain quick technical and financial 
approvals. Secondly, it will assist in pro¬ 
cessing project reports with banks and 
oilier financial institutions. Besides, the 
EpS will offer guidance in conducting 
pnarket surveys and on production pro¬ 
cesses. The EDS, indeed, is well equip¬ 
ped for performing these tasks since the 
membership of the AIEI at present covers 
practically all the major engineering units 
in the country both in the private and the 
public sectors. 

; The speech of Mr K. Hartley, chair¬ 
man of the AIEI (eastern region), at 
the inauguration of the seminar, high¬ 
lighted the important role played by the 
entrepreneur in the economic development 
of a country. He said, “The growth of 
entrepreneurship is one of the most essen¬ 
tial elements in promoting the process of 
industrial growth. Modern economists 
who have studied the staggering rate of 
growth achieved in the advanced industrial 
countries in the course of the last half 
century or so have characterised the 
entrepreneur as the hero of the industrial 
process and have referred to his function 
of introducing innovations”. He pointed 
out that there was “a marked lack of entre¬ 
preneurship” in the eastern region and 
suggested that industry and government 
must join hands in actively trying to pro¬ 
mote it. Mr Hartley further observed that 
the large units in the IEAI were fully 
aware of their responsibilities in assisting 
tin development of the small-scale sector 
and that they were keen on doing all they 
could in this sphere. But they can suc¬ 
ceed in this task only if the official policies 
become truly production-oriented. 

For the past several years, the large 
industries in the eastern region have been 
passing through a critical phase because 
of the severe power shortage, scarcity of 
essential materials, lack of demand for 
their products, and other causes. Even 


the wagon industry on whose prosperity 
depends a largfcnumberof small industries 
is not beitig'allowed to function in a heal¬ 
thy condition. This industry continues 
to operate with considerable idle capacity 
due to uncertain orders and unfemunera- 
tive prices. The automobile industry is 
also unable to play its part in promoting 
the growth of ancillary industries because 
of lack of demand for its products. Dr 
Zainal Abedin, West Bengal’s minister for 
Cottage and Small Industries and public 
Undertakings, who inaugurated the semi¬ 
nar, said that it was the duty of the large 
and medium-scale industries lo look after 
the small-scale entrepreneurs by giving 
them adequate orders in the matter of 
supply of componenents and ancitlaries. 
But what are the large' units to do when 
they themselves languish for want of or¬ 
ders? 

Dr Abedin told the seminar that though 
the share of industrial licences issued to 
the eastern India states declined from 
27.45 per cent in 1966 to 16.23 per cent in 
1972, there was some improvement in 
1974. In that year the number of licences 
issued to West Bengal was 106 compared 
to 45 in the preceding year. But it is 
not known how many of these licences 
have been effectively utilised. In any 
case, there is vast scope and urgent need 
to promote investment in the eastern re¬ 
gion both in the public sector and in the 
private sector. 

The establishment of a shipyard 
in Haldia will, of course, contribute 
a great deal to the growth of small 
industries. Mr Hartley said that “prac¬ 
tically everything is available in this state 
which is needed for building a shipyard 
and a ship". Similar claims have been 
made by many other states also. But 
since the economy of the eastern region 
has suffered greatly due to prolonged stag¬ 
nation and the problem of unemploy¬ 
ment has assumed alarming proportions. 
New Delhi should favourably consider 
West Bengal’s case for locating a ship¬ 
yard in Haldia. The setting up of a free 
export processing zone at Dum Dum will 
also help to- promote the growth of new in¬ 
dustries. The AIEI and other industrial 
organisations* in Calcutta have been urg¬ 
ing New Delhi to expedite a decision bn 
this project but there seems to be no indi¬ 


cation of its coming into existence in the 
near fiitirie. • ’ ; ; v.,\ ; 

The seminar laid considerable empha¬ 
sis on the need for the-reform of education 
with a view to promoting the growth of , 
entrepreneurship. Mr Hartley pleaded for 
“a reorientation in the system of educa¬ 
tion, making it an instrument that will 
prepare the youth to be self-reliant, to 
be prepared to take risks and to exploit 
the opportunities that the modern indust¬ 
rial system opens out”. Many speakers 
at the symposium criticised the system of 
technical education prevailing in the coun¬ 
try and suggested the need for greater co¬ 
ordination between the training institutes 
and the industrial units. It was stressed 
that fresh graduates from engineering 
colleges and technical schools should be 
provided with extensive practical training. 

These suggestions need to be properly 
implemented but at the same time it is 
equally important to convince the educa¬ 
ted young men that, in their own interest 
as well as of the country, they should 
take to self-employment rather than rush 
after jobs in commercial firms and go¬ 
vernment offices. The banks and the other 
financial institutions have been offering 
advice and assistance to those who Wish 
to become self-employed in various fields. 
But these schemes seem to have made 
very little impact on the eastern region 
because of the lack of proper publicity 
and the failure of these institutions to 
display enthusiasm and initiative in pro¬ 
moting self-employment. 

Among the other suggestions made at 
the seminar were the need to prepare an 
industrial map indicating the items which 
were required to be manufactured in the 
eastern region, wide publicity of success 
stories of self-employment, extension of 
the central incentive schemes for backward 
districts to more areas, and setting up in 
each state an information office where 
the prospective entrepreneurs would ob¬ 
tain authoritative guidance. Some bf 
these suggestions ate indeed uieful and 
should be carried out. But ultimately the 
spirit of entrepreneurship can grow ra¬ 
pidly, whether in the eastern region or 
elsewhere, only when the government’s 
economic policies become pragmatic and 
succeed in creating a climate of confidence 
conducive to the vigorous growth of the 
economy. 
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tion made by him was in regard to demo - 
nctUation of the rupee. Asked by Mr 
Indrajit Gupta (CPI) whether the govern¬ 
ment would consider demonetisation as a 


EVF.*f though the taxation proposals 
of the union Finance minister, presented 
to Parliament on February 28, have 
come in for a good deal of criticism at 
the hands of opposition members on the 
score that at least several of them would 
cast a fairly large burden on the nation, 
Mr C. Subramaniam has maintained that, 
by and large, they are non-inflationary. 
Replying to the general debate on the 
next year’s budget in the Lok Sabha last 
week, he reiterated the resolve of the 
government to contain the prices spiral 
and asserted that it would continue its 
threc-pronged attack on prices in the form 
of curtailing non-Ptan expenditure of both 
the states and the centre, regulating bank 
credit and checking private consumption 
financed by ''illegitimate money’'. Signi¬ 
ficantly enough, he revealed that the go¬ 
vernment would consider the demands for 
payment of further instalments of dear¬ 
ness allowance to its employees and a 
higher price for rabi foodgrains taking 
into consideration the impact they were 
likely to have on the price level. 

forthright statement 

Characteristic of his forthrightness was 
Subramaniam's observation that if wage 
earners and government employees were 
to be called upon to make sacrifices, the 
producers of grains also would have to 
make matching sacrifices. He asserted 
tint one could not ask for wheat prices to 
be raised to Rs 125-140 a quintal and at 
ths same time tell government employees 
and wage-earners not to seek higher dear¬ 
ness allowance. The Finance minister 
warned that if the increases like the above 
■were conceded, the deficit in the central 
budget next year was bound to go up much 
beyond the level of Rs 225 crores envisaged 
by him in his budget speech. 

Referring to economy in governmental 
expenditure, Mr Subramaniam observed 
that the government had taken all measures 

cut non-Plan expenditure. The Plan 
expenditure, he added, had to be increased 


to cater for the pressing requirements of 
the priority sectors, particularly agricul¬ 
ture and energy. The next year’s Plan out¬ 
lays on these two sectors, he revealed, 
had been stepped up by 39.3 and 55.4 per 
cent, respectively, compared to this year’s 
outlays. This was despite the fact that the 
overall outlay on the next year's Plan 
programmes was bing raised by only 
23 per cent. Stoutly defending lih budget 
proposals, Mr Subramaniam claimed cre¬ 
dit for making the tax structure “discrimi¬ 
natory”. Articles of essential consump¬ 
tion, he emphasised, had been left 
out from additional levies. 

incentive scheme 

The Finance minister also justified the 
incentives he has given to the corporate 
sector for raising output, especially in the 
chosen four or five priority sectors the 
resources requirements of which were 
quite large. These, he stressed, were war¬ 
ranted in the overall interest of the econo¬ 
my. Mr Subramaniam repeated his warn¬ 
ing that although prices of late had shown 
a downward trend, the government could 
not take a complacent view of this. Un¬ 
less care was taken, inflationary tendencies 
could reassert themselves. Incentives for 
production, he urged, ought to be con¬ 
sidered against this background. 

The Finance minister derived a good 
deal of satisfaction from the appreciation 
in the external value of the rupee in the 
past six months by one per cent against 
the major currencies and by as much as 
four per cent against the US dollar. He 
read in this success of the ant-inflationary 
measures adopted by the government. 

Mr Subramaniam did not rule out some 
concessions in his taxation proposals/ 
Referring to the clamour for relief to the 
bidi industry, powerloom, and yarn and 
khandsari manufacturers, he indicated that 
proposals for concessions could be con¬ 
sidered at the time of discussion on the 
Finance Bill. Another significant observa- 


step towards unearthing black money, 
Mr Subramaniam cryptically remarked: 
“demonetisation is not talked about; 
when it comes, it comes”, 

Referring to external assistance, the 
Finance minister stated amid cheers: “We 
are not going to be beggers. The country 
could and should produce her own re¬ 
quirements.” Self-reliance, he therefore 
added, had to be fostered ^ 

In reply to the criticism from some mem¬ 
bers that the promises made by the Cong¬ 
ress during the last general election had 
not yet been fulfilled, Mr Subramaniam 
pointed out that the Bangladesh war, the 
successive droughts and the spurt in fuel 
prices had resulted In a situation of gal¬ 
loping inflation. All efforts, therefore* 
had to be directed towards containing 
inflation; the old priorities had to be al¬ 
tered. 

* * 


Encouraged by nearly 38 per cent in¬ 
crease in the exports of engineering goods 
this year, to approximately Rs 275 crores, 
which exceeded the target for the year by 
about Rs 15 crores, the union mirifetry 
of Commerce wants the engineering in¬ 
dustry to set its sights next year modi 
higher than proposed by the outgoing 
Chiarman of the Engineering Export Pro¬ 
motion Council (EEPC), Dr B.V. Bhoota, 

As against the target of Rs 300 crores 
suggested by Dr .Bhoota, the Commerce 
minister, Prof D.P, Chattopadhyaya, 
desired, while addressing the annual gene¬ 
ral meeting of the EEPC here last week, 
that the target should be stepped up to 
Rs 350 crores, so that it should be possi¬ 
ble to generate foreign exchange earnings 
from engineering goods exports to 
the extent of Rs 500 fcrores per annum by 
the end of the current plan period, i;.e. by 
1978-79. The Export Production secretory 
in the ministry of Commerce, Mr SvG 
Bose Mullick, even went further in hi s 
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luncheon address to the above meet 
and expressed the view that the target 
fchould be fixed as high as Rs 450 cfores — 
10 per cent of the current annual produc¬ 
tion of the engineering industry* including 
the small-scale sector, which is Rs 4,500 
crores. 

Against the over-optimism of the minis¬ 
try. the outgoing EE PC president, how¬ 
ever, thinks that exports of engineer¬ 
ing goods next year may not grow at the 
same pace as they grew this year. The 
international situation, according to Dr. 
Bhoota is not now as promising as it had 
been till lately. He expected not more than 
10 per cent growth in exports of engineer¬ 
ing goods in 1975-76, primarily because 
the orders on hand and at the end of the 
current financial year were likely to be 
just about half of those at the beginning 
of this year (nearly Rs 300crores). Even 
for achieving a target of Rs 300 crores, 
he emphasised that every concerted effort 
would have to be made to book new 
orders. 

The above diversity of opinion apart, 
the union government is stated to be pre¬ 
pared to help the industry in sleppingup 
exports to the maximum even if the added 
value criterion needs to be modified fur¬ 
ther. Recently, in the case of some pro¬ 
ducts, it reduced the added value stipu¬ 
lation from 25 per cent to 10 per cent. Mr 
Bose Mullick indicated in his luncheon 
address that, if necessary, the above sti¬ 
pulation could be diluted further as the 
steel supply situation next year was ex¬ 
pected to he quite easy. Prof Chattopadh- 
yaya revealed in his address that attempts 
were being made to improve export 
credit. He also* admitted that there 
was need to streamline procedures. The 
decision on cash assistance for selected 
exports, the minister indicated, would be 
announced soon. It is generally felt that 
our industry can take up turn-key projects 
abroad in a big way either on its own or 
through securing subcontracts from 
foreign parties. 

«S « 

Not only the domestic output of mild 
steel is expected to show a marked im¬ 
provement during the current calendar 
year — in view of which, the secretary to 
the Steel ministry. Mr Wadood Khan, 
indicated recently that steel imports this 
year would be reduced by nearly one- 
third -*» the availability of alloy and 
special steels from indigenous sources too 
is anticipated to register substantial im¬ 
provement We produced in 1974 about 
*400,000 tonnes of alloy and special steels. 
The output this year is expected to go up 
to 500,000 tonnes. It will broadly match 
the anticipated requirements. 

The radical change that has taken place 


on the alloy and special steels front is 
attributed by Dr B.C Jain, Managing 
Director, Bihar Alloy Steels Liniitcd, 
Ranchi, to two factors MO very 
encouraging improvement <in production 
at the existing manufacturing units, and 
(ii) the coming on stream of Bihar Alloy 
Steels. Of the aggregjjte anticipated output 
of 500,000 tonnes this year, nearly 40 per 
cent will be of high alloy categories at the 
Durgapur Alloy Steel Plant, the Bhadra- 
vati works, MahindrA Ugine, Bihar Alloy 
Steels and Firth Indfe. The remainder 60 
per cent will be the production of low 
alloy and carbon constructional steels at 
Rourkela, Bhilai, Durgapur and Jamshed¬ 
pur integrated steelworks, GKW, Globe 
Steel, Mukand Iron and Steelworks and 
several “mini 1 ’ plants. All the existing 
units, according to Dr Jain, arc now work¬ 
ing to 80-85 per cent capacity. The Bihar 
Alloy Steels, which went into production 
recently, would be producing this year 
nearly 25,000 tonnes of high grade alloy 
sled. Production to full capacity - 
40,000 tonnes will follow next year. 

In view to the above, the plea of the 
alloy and special steels industry for a ban 
on imports of those categories of steel 
which will be produced within the country 
in adequate quantities, does not appear 
to be misplaced. In fact, if the automobile 
industry continues to suffer from re¬ 
cession, we might have some surplus 
alloy and special steels which would 
have to be exported. Owing to the recent 
decline in the international prices of steel 
both mild and alloy — some incentives 
may have to thought of, in the interest 
of exporting the surpluses, in the form of 
duty drawbacks on ferro-alloys and also 
to compensate for the high cost of power 
- an essential input for the alloy steels 
industry. The cost of power alone is said 
to have nearly quadrupled during the last 
two years from about six paise per unit 
to as much as 24 paise per unit. Signifi¬ 
cant incentives for exports would be 
necessary for nearly 70 per cent of the 
higher cost alloy steels. In the case of the 
lower grade alloy and special steels, they 
may not have to be large as our cost of 
production of these steels is not much out 
of tunc with the international prices; in 
some cases, it is even lower than the 
global prices. 

»!s # 


As a result of several steps taken by 
the union ministry of Energy to improve 
the performance of thermal power sta¬ 
tions, generation of electricity by these 
units, specially in the DVC area, has 
shown significant rise during the current 
financial year. Between April and 
January, the improvement over the 


corfcsponding period of last, year 
was about five, per cent* The ihiprove- 
ment was psmiculady Aarked between 
September and January ^approximately 
13 per cent. It is intended to generate* f 
nearly 6,000 KWH per KW capacity. The 
steps which have already been taken in¬ 
clude : (i) setting up of a cell in the minis¬ 
try of Railways to keep a dose watch 
over the movement of coal; (ii) checking 
the quality of coal both at the despatch 
and the consuming ends; (iii) establish¬ 
ment of a training institute at Delhi, 
in addition to the two already working at 
Neyveli and Durgapur, (another institute 
is proposed to be set up soon at Nagpur); j 
(iv) creation of a spares and services 
division by Bharat Heavy Electricals 
Ltd for stocking critical spares and 
components for maintenance job all over 
Ihc country; and (v) availing of the servi¬ 
ces of consultants who have been visiting 
l he various power stations and assisting 
the authorities there, particularly in pre¬ 
ventive maintenance. A standing commi¬ 
ttee has also been set up in order to ex¬ 
change views between the indigenous 
manufacturers and their customers with 
the purpose of identifying improvements 
which can be effected in equipment de¬ 
signing, particularly taking into consi¬ 
deration the qualities of coal available. 

other recommendations 

Several other recommendations have - r 
been made by a symposium held in New 
Delhi recently. Feeling that there was 
:onsiderable scope for improvement in 
operation techniques and maintenance 
procedures at the power plants and app¬ 
reciating the difficult oil situation follow¬ 
ing the hike in crude oil prices during 
the past two years, the symposium recoin-. 
mended among other things; (i) need to 
economise the use of oil; (ii) amending of 
the Boilers Act to reduce the frequency of i 
statutory inspection in the case of large 
utility boilei s; (iii) imposition of a penalty 
for non-confirmity of coal supplies to 
power stations to the given specifications 
and quality; (iv) development And use of 
erosion resistance materials for parts par¬ 
ticularly subject to erosion; (v) delegation 
of both administrative and financial po¬ 
wers in an adequate manner to the autho¬ 
rities incharge of construction/operation 
of power stations consistent with the 
responsibilities they are called upon to 
discharge; (vi) provision of suitable incen¬ 
tives to operational and maintenance 
staff; and (vii) setting up pithead super¬ 
stations to overcome the difficulties in 
wagon availability for transportation of 
coal. These recommendations are under- , 
stood to be being vigorously following up 
by the ministry of Energy. Decisions on 
several of them are expected to be taken- 
at an early date, , 
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ESCAP in Delhi: when 


neighbours meet 


Hardev Singh 


The 10-day session of the UN Economic 
and Social Commission for Asia and the 
Pacific concluded in New Delhi on March 
7, after adopting a comprehensive report 
on its deliberations. The 38-m.ember UN 
body representing more than half of the 
world’s population, bulk of it econo¬ 
mically backward, will hold its next annual 
session in Jakarta, Indonesia, in February, 
1976. 

The executive secretary of the ESCAP, 
Mr J.B.P. Marainis, stressed that the 
attention of his secretariat will now be 
focussed on the implementation of the 
resolutions adopted at the New Delhi ses¬ 
sion, which among other things, proposed 
the setting up of a centre for the welfare 
of women, to be located in Iran. A draft 
resolution on the role of women spon¬ 
sored by ten nations of the region, includ¬ 
ing India, Pakistan, Afghanistan and Iran, 
proposed that the centre could assist 
governments and non-governmental orga¬ 
nisations in developing policies, strate¬ 
gies and programmes to strengthen the 
role of women in national development, 
especially among the deprived sections of 
the society. This resolution has been ad¬ 
opted, appropriately enough, in the Inter¬ 
national Women’s Year. The Commission 
urged member governments to include in 
their development plans and programmes 
projects designed to train and equip wo¬ 
men to make increased contribution to 
the social and economic development of 
the nation. It was suggested that the Asian 
plan for the association of women in the 
development process be integrated with 
the global plan of action which would be 
•discussed and approved at the World 
* Conference of International Women’s 
Year at Mexico, towards the middle of 
this year, 
j 

transfer of technology 

The ESCAP reiterated the need to set 
up a centre for the transfer of technology. 
The offer of India to provide host facili¬ 
ties for the proposed centre was welcomed 
-and it was proposed that a group of ex¬ 
perts from the ESCAP region should pre¬ 
pare a plan for the establishment of the 


centre. This plan might be ready for sub¬ 
mission to the next year's session of 
ESCAP at Jakarta. 

Though the countries of the ESCAP 
region arc marked by cultural and politi¬ 
cal diversity, there is considerable simila¬ 
rity in their economies. Consequently de¬ 
veloping countries have to depend increas¬ 
ingly on technologies which have been 
evolved in the region, and are suited to 
their needs and domestic natural resources. 
These technologies can be shared with 
one another and can promote the collec¬ 
tive self-reliance of the developing world 
as a whole. This can come about only 
when the customary process of what can 
be called ‘trading in technology’, by which 
developing countries have to acquire 
technology from the highly industrialized 
ones, is replaced by a process of genuine 
‘technological cooperation’ among de¬ 
veloping countries. 

self-reliant growth 

The Commission stressed that the adap¬ 
tation of modern technology and the indi¬ 
genous development of products and pro¬ 
cesses suitable for indgenous resources 
were vital to self-reliant growth. The un¬ 
critical use of imported technologies, 
with high costs of know-how licensing 
and patents had raised the cost of deve¬ 
lopment. Research undertaken in certain 
developing countries has already given 
indications that an ‘intermediate techno¬ 
logy’ suited to their existing stage of de¬ 
velopment could emerge out of tradi¬ 
tional and modern methods. 

Several delegates expressed grave con¬ 
cern over the slowing down in the growth 
of industrialisation that had been caused 
mainly by sharp price increases and shor¬ 
tages in the supply of raw materials, di¬ 
minishing availability of adequate foreign 
exchange and restrictions on the 
transfer of technology In the light of 
this situation, it was urged that there 
was a greater need to reinforce the efforts 
to share the existing technology in the 
region. 

The resolution on the centre for agri¬ 


cultural machinery was sponsored by 
Japan, Philippines and Thailand. Under 
the provisions of this resolution, imme¬ 
diate measures are to be taken to establish 
an institution to be known as the Asian 
Coordination Centre for Agricultural 
Machinery (ACCAM). This is regarded m 
the first concrete step towards what may 
usher in an agricultural revolution in 
Asia and the Pacific. 

necessary mechanization 

Mechanization is often adopted in 
large agricultural operations, such as 
land reclamation, earth-moving and soil 
improvement. It is also found necessary 
in areas where expensive inputs can be 
used and multiple-cropping can be achiev¬ 
ed. In these areas, it can even enlarge 
employment opportunities by increasing 
the intensity of farming through a package 
of equipment for ploughing, seed bed 
preparation, disease control* harvesting, 
threshing and drying. It can also facili¬ 
tate multiple cropping through cutting 
the time of operations. 

With the spread of mechanization, there 
has to be provision for adequate servicing 
and spare parts facilities. This task will be 
simplified if equipment used is standardiz¬ 
ed and the number of models is reduced. 
Careful screening of imports, after pre¬ 
testing of the models under local condi¬ 
tions, can also help. In developing 
ESCAP countries, much greater innova¬ 
tive design, adaptation and improvement 
of the existing types of equipment, ma¬ 
chines and implements are necessary. 
The proposed centre is likely to prove 
useful in this direction too. 

Another resolution regarding research 
and training was directed primarily to¬ 
wards the four institutes already affiliat¬ 
ed to the ESCAP. Three of these are the 
Asian Institute for Economic Develop¬ 
ment and Planning (AIEDP), based in 
Bangkok, Thailand; Asian Statistical 
Institute (AS1), based in Tokyo, 
Japan; and Asian Centre for Develop¬ 
ment Administration (ACDA) based 
in Kuala Lumpur, Malaysia. The 
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fourth is in the process of establishment, 
and is to be known as the Asian Centre 
for Training and Research in Social Wel¬ 
fare and Development* to be located in 
Manila. 

The Asian Institute for Economic De¬ 
velopment and Planning, Bangkok, was 
established in 1964 and is the oldest re¬ 
gional institute in Asia. With a Life-span 
of 11 years, the Institute has trained parti¬ 
cipants from practically all member and 
associate member countries of ESCAP. 
Almost every yearly it has managed to 
organize a regular six-month course 
(progressively reduced to three months) 
on development planning, in addition to 
specialized courses of shorter duration. 
It has among its staff some of the most 
capable social scientists in the region. 
Over the years, the institute has tried to 
adapt its training courses and programmes 
to changing needs and the present direc¬ 
tor intends to further strengthen his pro¬ 
fessional staff capacity gradually. 

extensive consultations 

The Commission expressed its satis¬ 
faction that the Asian Institute for Eco- 
noirfic Development and Planning had 
undertaken extensive consultations with 
the governments and national and inter¬ 
national institutions in developing its 
gukielincs. Such consultations had laid 
bare some problems of importance to the 
developing countries which included 
income generation for the poorer sections 
of the people in the rural and urban areas, 
lessening of the inequalities in personal 
income distribution, the special handi¬ 
caps of the least developed countries, 
including the land-locked countries and 
the smaller island countries, and the need 
to harmonize the development plans of 
groups of countries. 

The Commission noted with apprecia¬ 
tion the government of Thailand's offer 
to extend host facilities to the Institute on 
a permanent basis, and to provide a piece 
of land in Bangkok and contribute 20 
per cent towards the cost of the building 
for the Institute. By a resolution it has 
been renamed as Asian Development 
Institute. 

The Asian Statistical Institute, located 
in Tokyo, was established as a UNDP 
project in 1970 as a result of an agreement 
entered into between UNDP and the 
government of Jap mi. The functions of 
ASl include training for professional 
statisticians for government services with¬ 
in the area. Over the years, the Institute 


has organised a scries of general courses 
of ten months* duration for participants 
from all over the ESCAP region. The 
duration of the course was proposed to be 
reduced to six months, partly because a 
ten-month course absorbed too much 
professional time. This step is likely to 
enable the faculty of the Institute to 
participate in more advanced courses and 
research activities. It was suggested that 
the Institute should lay more emphasis on 
training of trainers and preparation of 
training material so that member-count¬ 
ries could acquire the requisite expertise 
to organise their own individual training 
programmes. 

Kuala Lumpur is the seat of the Asian 
Centre for Development Administration, 
(ACDA). which started in October, 1973. 
It is, perhaps, too early to assess its activi¬ 
ties. Member governments are expecting 
ACDA to take the initiative in organising 
meaningful training programmes in diffe¬ 
rent ways and at different levels. Therc- 
may be senior-level or middle-level resi¬ 
dent courses on specific problems of deve¬ 
lopment administration or country courses 
on general or specific problem areas. 

The Asian Centre for Training and 
Research in Social Welfare and Develop¬ 
ment is yet to be established. The reso¬ 
lution adopted at the 1974 session of 
fc'SCAP recommending the establishment 
of the Centre, expressed growing concern 
among member countries about the social 
consequences of development, and the 
need for we 11-designed programmes of 
action. The centre is likely to evolve 
measures to assist the underprivileged 
and deprived groups to become more 


■MU 

productive and self-reliant. 

An important project which attracted 
attention of the delegates at New Dblhi 
session was the Asian Highway. The Com¬ 
mission reviewed the progress made on 
the Asian Highway and appreciated the 
approval by UNDP of phase II of the 
project, which would last until the end of 
1975. This phase is expected to consoli¬ 
date the work already completed and in¬ 
cludes the readjustment of alignment, data , 
collection on roads, traffic and need for 
upgrading and improvement, and deter¬ 
mination of the Asian Highway standards. 
The Asian Highway guidebook regarding 
the section between Vientiane and Singa¬ 
pore covering 3,000 kms., has been distri¬ 
buted on a world-wide basis and another 
map of the highway from the Turkey-lran 
border to Pakistun-Jndia border covering 
4,000 kms., is ready for circulation. It is 
hoped that every effort will be made to 
prepare similar maps for the rest of the 
Asian Highway, such as the zone compris¬ 
ing Burma, India, Bangladesh and 
Nepal. 

Theie was consensus among the dele¬ 
gations that the ESCAP was meeting at a 
crucial time in which prolonged world 
economic crisis as expressed in food 
shortage, sharp increase in oil prices and 
wide fluctuation of raw material prices 
have created enormous dislocations in 
most developing countries. There was, 
however, considerable determination 
among delegations to follow up with 
action-oriented programmes on the urgent 
problems of food shortages, population, 
industrial development, as well us eco¬ 
nomic cooperation. 
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Despite the laboured attempts by the Supply 
Department to prove to the world through subsi¬ 
dized and sponsored investigations that the war 
has accelerated Indian industrial development 
rapidly, ihe truth is slowly reaching the public 
that there lias been very little progress. First, came 
the utterance of Dr John Matthai who pointed 
out that expansion took place only in a few 
existing industries which were working double and 
treble shifts afid had exploited and used up their 
assets. Now comes the affirmation of Sir Jehangir 
Ohandy in respect of an important industry. Deny¬ 
ing that the war had given a fillip to the iron and 
steel industry. Sir Jehangir said that, if the coat and 
transportation problems were normal and the 
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various dilatory government cntrols were not in 
operation, both their production and profits would 
have been substantially higher than they were now: 
This statement from one entitled to speak with 
full authority should dispel all illusions of qui 
vast industrial expansion. No one argues that a 
few industries have not expanded during the wa> • 
But the contention has been that the expansion 
was largely confined to existing industries that the 
expansion was pd fully inadequate, that the go¬ 
vernment woefully neglected and failed in their 
task of furthering war effort and, finally, that no 
steps were taken to establish new industries of a 
type which would have served the country both 
at war and later at peace. 
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Yugoslavia: pragmatism 

Jossleyn Hennessy and progress 


I 

Socialism Exploits the Market 
Mechanism 

President: Marshal Josip Tit3 

Population: 21 Million 

Exchange Rale: £=40.29 New Dinars 

Yugoslavia has come an extraordinary 
distance since World War U from a 
heavily damaged, underdeveloped peasant 
country to a rapidly industrialising nation 
with one of Europe's fastest growth rates. 
Through pregmatism and a willingness to 
experiment, YogosUvia has evolved a 
balance between central authority and 
decentralised initiative that reflects its 
unique economic and social character. 

For centuries Yugoslavia has served as 


a bridge between eastern and western civi¬ 
lisations, and its people consequently have 
•diverse cultural and historical roots. 
Politically, if is a socialist country with a 
communist government, but it favours a 
non-aligned course in world affairs. The 
economy operates like a free enterprise 
system — but without capitalists. The 
workers “own” the means of production 
through institutions of self-management, 
but tic government actively encourages 
private foreign investment in joint 
ventures. 

The inflow of foreign investment will 
continue to grow steadily in the years 
.ahead. Cooperation with furcign enter¬ 
prises through capital investment and 
transter of technology will be important 


in the continuation of rapid economic 
growth. Provided that economic and 
political institutions go on evolving with 
the pragmatic flexibility that lias prevailed 
for the past 25 years, Yugoslavia should 
continue to enjoy a steadily rising living 
standard in a uniquely structured econo¬ 
my. A major facet of the economy - ■ 
workers self-management -- will attract 
increasing study by other nations, as the 
issue of worker s participation receives 
greater attention throughout the world. 

Yugoslavia was created as a nation in 
1918 from parts of the Austro-Hungarian 
and Ottoman empires, along with Serbia 
which had already gained independence 
from Turkey. For centuries, the lands 
that are now Yugoslavia were dominated 
by foreign powers. This history has con¬ 
tributed to the nation's diversity, but it 
has at the same time strengthened na¬ 
tional unity, for struggle against foreign 


domination has been the major force in 
modern Yugoslavia. During Wofld War 
If, the forces under Marshal Tito succeed¬ 
ed in freeing the country from German 
occupation and thus created the founda¬ 
tion for their post-war political authority. 
The acceptance of the Yugoslav system 
by its people today derives in large part 
from the fact that national independence 
has been maintained. 

Yugoslavia suffered massive property 
damage and population losses in World 
War 11, and reconstruction was an urgent 
post-war necessity. The new leaders’ so¬ 
cialist ideology favoured nationalisation, 
with dose state control and supervision 
of economic development. 

By 1948, state control of the economy 
685 


—-except agriculture - was complete. 
A Soviet-model plan of rapid industriali¬ 
sation was launched, concentrated oil 
heavy industry under highly centralised 
control. Every enterprise was assigned a 
production target and told where to buy 
its inputs and where to sell its output, In 
addition to its innate weaknesses, this 
system was at odds with the high priority 
given to unifying Yugoslavia's diverse 
peoples. The central planning directives 
conflicted with t,he constituent republics,’ 
desires t> participate in decisions; yet 
attempts to allow for these desires within 
the central planning system led to 
bureaucratic sprawl and paralysis and 
still left local initiative stifled. 


A change began in 1950. Evolution of 
the economic system since then has sought 
to balance centralised control with decen¬ 
tralised initiative. An overall social plan 
specified broad guidelines and national 
goals, but vital decision-making is dis¬ 
persed and the market mechanism is fos¬ 
tered. Within the guidelines, enterprises 
arc free to decide quantity, quality and 
price, to choose suppliers and markets* 
to compete, and to fix policies on the dis¬ 
tribution and reinvestment of net profits. 
Workers’ self-management is central to 
this system of enterprise decision-mak¬ 
ing, and has proved one of this century*® 
most interesting developments in labour 
relations. 

II 

Workers* Self-Management 

Workers' self-management was insti¬ 
tuted to counteract ovcr-centralised 
bureaucratic socialism. Workers' councils* 
elected in every enterprise by secret ballot, 
are vested with the right to use the enter¬ 
prise’s fixed capital “on behalf of society”. 
The directors and managing boards of 
firms, who supervise operations, are res¬ 
ponsible to the workers’ councils. The 
councils also control working conditions 
and decide how to allocate net profit. 
The councils’ rights‘are narrower than 
those of private ownership, but extensive 
nonetheless. An enterprise, for instance, 
cannot sell its fixed capital to private per¬ 
sons, but it can and does plan how to ex¬ 
pand its capital stock. And it can under- 
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take to merge with another firm in the 
; interests of efficiency. 

All is not smooth sailing. Yugoslavia's 
, system constantly faces the problem of 
balancing workers' control and parlicipu- 
1 tion with improved management. Simi- 
; lar problems exist throughout the in¬ 
dustrialised world, but the need for good 
: management is particularly critical in 
Yugoslavia because il is the key to badly 
j needed productivity growth and thus to 
; ■ achieving the much desired growth of out- 
I put and of income per head. 

k Workers' councils are expected to take 
account not only of their own workers’ 
interests but also of society’s, and con¬ 
flicts do arise. Workers’ self-management 
tends to maximise income per worker, 
by limiting investment out of retaining 
earnings or by limiting the number of 
workers. This puts the emphasis on short- 
run income rather than long-run growth 
and improved productivity. Management 
has nonetheless been able to increase in¬ 
vestment because the supply of credit has 
been relatively elastic. But because the 
government has had only limited control 
over investment credit and over wages, 
chronic inflation has plagued Yugoslavia. 
Currently, a system of “social agree¬ 
ments” is being introduced in an attempt 
to create a viable income policy. 

Ill 

Economic Achievements 

The self-management system has worked 
tolerably and "has proved compatible 
with rapid economic progress. Over the 
past two decades, Yugoslavia’s real growth 
has averaged seven per cent per year — 
one of the fastest rates in Europe — and 
real income per head has trebled. Pri¬ 
mary emphasis has been on developing 
industry, notably chemicals, electrical 
goods, and petroleum. Agriculture's share 
of total output has dropped from 38 per 
cent in 1953 to 19 per cent, but non-agri- 
cultural jobs have not been created fast, 
enough to absorb surplus rural labour, 
and "agricultural productivity remains 
low. To ease the pressure of domestic un¬ 
employment. Yugoslavs have been allowed 
to work in western Europe. But this is 
only a temporary solution. The big prob¬ 
lem, as yet unsolved, is how to provide 
enough jobs to employ surplus rural 
workers productively, and to jure expat¬ 
riate Yugoslav workers home. Measures 
to improve agricultural output are also 
urgently needed. 

Various reforms in the past decade 
have strengthened decentralisation and 
the market system - which the Yugoslav 
authorities consider necessary if self- 
management is to work. These reforms 
are slowly building up a more rational 
economic structure. Growth of output 


has become increasingly attuned to 
demand, both at home and abroad. How¬ 
ever, inflation remains a problem, and the 
high priority given to rapid growth means 
that it will persist. Rapid inflation during 
past expansion periods has played havoc 
with the balance of payment and led to 
recurring devaluations and severe anti- 
inflationary measures. 
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However, provided that fiscal and 
monetary policies become more sophisti¬ 
cated and effective in controlling infla¬ 
tion, while Jetting market forces operate, 
continued rapid growth is probable. 
GNP in real terms may probably expand 
at an average six per cent per year during 
this decade. 

Yugoslavia’s fertile plains should sup¬ 
port a growing and increasingly modern 
iced-livestock economy. But agricultural 
progress will be difficult in the less fertile 
regions, where there will continue to be 
a si/cable pool of surplus rural labour. 
Yugoslavia has a substantial resource 
base. Reserves of metal arc large, hydro¬ 
electric power potential is second only to 
Norway's, timber is abundant, and coal 
reserves are greater than those of the 
seven bordering countries combined. 

Yugoslavia will continue to need foreign 
capital for development, and joint ventures 
with western firms will be increasingly im¬ 
portant. But the country intends to conti¬ 
nue to seek non-alignment, and flows of 
capital from the World Bank, the oil-ex¬ 
porting countries, and the other socialist 
countries will become more important 
when in the past. The future viability of 
Yugoslavia's system will depend on both 
political and economic stability. If 
pragmatic evolution continues, the 
economic structure is certain to remain 
distinctly Yogoslav and not quite like 
any other country’s. 

The new constitution, now approved 
combines fcderalisation and decentrali¬ 
sation' in the economic field. The Presi¬ 


dent’s aim has been to stabilise the longer 
term future of the country by steering a 
middle course between the conflicting 
pressures from the east and the west. This 
has entailed the firm imposition of com¬ 
munist orthodoxy in domestic affairs. 
Economic policy in 1975 aims to conti¬ 
nue along the generally expansionist lines 
in the last half of 1973. Particular atten¬ 
tion will be paid to raw materials produc¬ 
tion, fuel resources and agriculture. 
Greater sensitivity to the development 
needs of the regions has been shown in 
several ways. Differential rates of profits 
tax according to regions have been intro¬ 
duced, republics that are rich in potential 
energy resources are being encouraged to 
supply economically developed republics 
such as Slovenia and Croatia which lack 
them, and finally the development of 
tourist activity is to be shifted to the 
interior. 

spectacular growth rate 

77/e Economy : The overall rale of six. 
per cent belies the more spectacular 
industrial growth rate which is currently 
rising by an annual rate of 11.6 percent 
but is offset by a three per cent 
growth rate in the agricultural sector. 
The best performances, comparing the 
first five months of 1974 with those 
of 1973, have been in intermediate 
goods <10.3 per cent), industrial consumer 
goods (9.5 per cent) and equipment (7.2 
per cent). However, such performances, 
have often been maintained by industries 
stockpiling and this is partly responsible 
lor the growing trade gap, because Yugo¬ 
slavia is still consuming too large a 
proportion of its own production. The 
government's stabilisation programme, 
aimed at the development of primary in¬ 
dustries as part of an import substitution 
policy, entails an increase in the produc¬ 
tion of so-called strategic raw materials: 
this Yogoslavia is well placed to do since 
it enjoys sizeable reserves of lead, zinc, 
copper and aluminium. 

Despite a record wheat harvest of 
6,271,000 tonnes in 1974, agriculture is* 
still ailing in many ways. The growth rate 
for 1974 did not meet the 3.5 per cent 
annual average required by the current 
five-year plan and the government is seek¬ 
ing long-term remedial measures to over¬ 
come this difficulty. This year, the incen¬ 
tives under the Green Plan for the develop¬ 
ment of agriculture from 1973 to 1975 are 
be used to encourage small and medium 
fiarms to concentrate on intensive farming 
while larger farms concentrate on bulk 
crops and cattle breeding. The new 
constitution promulgates a dual policy 
of stimulating the private sector, which 
accounts for 85 per cent of Yugoslavia’s 
arable land to increase productivity while 
emphasising the need for greater coopera- 
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its dement if India 
had not generated 
atomic thought 


'Today the world is in its element as it finds itself in the atomic age. But the discoveries of modern times 
'echo the atomic theories of ancient India—theories that were brilliant explanations of the physical 
structure of the universe. An atomic theory was taught by Pakudha Katyayana an older contemporary 
of Buddha. Indian atomic thought thus originated before Democritus the great Greek philosopher— 
one of the founders of the atomic theory. In physics and other spheres Indian talents have enriched the 
world. We at LfiT continue the tradition by enriching life through industrial development. The source 
of our energy is the vast reservoir of technical know-how generated over 35 years. It has spurred us 
on to manufacture equipment for India's nuclear power projects. The reactor vessel, fabricated for the 
, first time in India, is an example. In order to foster the growth of nuclear power, we have set up modern 
■ fabrication facilities; formed a specialist ceil for handling design, fabrication, application of new techni¬ 
ques. We are, a vast industrial complex designing, manufacturing, installing plant and equipment for 
every vital industry. The secret of our success lies in the individual talents of over 10,000 people in our 
associate and subsidiary companies and our network of offices all over India. 

LARSEN & TOUBRO LIMITED P.o, Box 27«,aomb.y400038 



tion between the private and socialist 
sector. 

IV 

Inflation 

Persisting inflation is Yugoslavia’s 
biggest headache. Prices at the end of 
; June had risen 25.5 per cent over the past 
j twelve months, ranging from seven per 
| cant for food to 30 per cent for industrial 
products. This heavy inflation is partly 
due to trends in world markets amplified 
' by previous under-investment in the pri- 
•mary sector resulting in the need to buy 
■ energy (at the estimated increase of $300 
million in the oil bill), steel and agricul 
tural goods at high prices on world mar¬ 
kets. The workers have voted themselves 
large wage increases during recent months 
which have contributed to inflation but 
have left most workers no better off than 
they were eighteen months ago. Infla¬ 
tion has also created liquidity problems. 

: The government’s counter-inflation policy 
' has tended to rely less on restrictive de¬ 
mand control and more on increasing the 
rate of economic growth which will have 
short term inflationary effects especially 
since the emphasis has shifted away from 
direct price control. 

Energy : The petroleum crisis, which hit 
Yugoslavia sharply in its early stages, has 
become less serious. The Yogoslav market 
was well supplied with petroleum pro¬ 
ducts during the summer, apparently 
from Libya, Algeria and Iraq. In fact, no 
significant price rises are foreseen in the 
near fuiure and the Yugoslav authorities 
have expressed willingness to run down 
foreign exchange reserves standing at 
$1,249 million to pay the existing extra 
oil bill rather than restrict economic 
growth. However, the oil situation may 
prove disruptive to demand indirectly as 
it affects Yugoslavia’s major trading part¬ 
ners; the OECD countries, for example, 
account for 50 per cent of Yugoslavia’s 
import and export trade, of which 25 per 
cent is accounted for by West Germany 
and Italy alone. 

The substantial energy shortages during 
1974 were due to national grid problems 
and the need to achieve a geographical 
balance of supply. Capacity problems will, 
it is hoped, be solved in the medium and 
long-term by buildingnew stations financed 
by foreign funds, which will increase 
capacity by 78,000 million kWh by 1980. 

Foreign Trade : In October, 1974, 
Yugoslavia devalued the dinar by seven 
per cent largely in response to the 
40,483 million dinars trade deficit for 
the first eight months of 1974, 
which is more than double that of the 
corresponding period in 1973, The root 
cause was that the prices of imports rose 
substantially more than those of exports, 
an imbalance which could not be offset 

flSBS economist 


by the rise in exports’ volume. Foreign 
trade is also being limited by moves such 
as the Common Market’s decision to rest¬ 
rict imports of beef. In August, Yugo¬ 
slavia introduced several temporary mea¬ 
sures to curb imports. Fiftyfive items, 
chiefly consumer goods, can be imported 
only with special permission. A deposit 
equal to five per cent of the value of the 
goods has also been introduced for all 
imports of consumer goods. A deposit 
of 30 per cent has been introduced for im¬ 
ports of equipment, though it was expec¬ 
ted that purchases of equipment for the 
construction of power plants would be 
permitted without deposit. Further sav¬ 
ings on imports should result from the 
longer term domestic production pro¬ 
grammes which are being launched; for 
example, $70,1 million is to be invested 
in expanding output of cement with an 
estimated annual saving of $15 million 
in foreign exchange. 

Exports totalled $2,852.6 million, while 
imports aggregated to $4,511.1 million 
in 1973. The table below shows the 
pattern of foreigii trade in the first eight 
months of 1974: 

Yugoslavia’s Foreign Trade 

Export Import 


°o % 

Million Total Million Total 
_ Dinars_Dinars_ 

Asia 5J24 12.0 9^307 11.2 

Africa 1,600 3.7 3,364 4.1 

N. America 3,766 8.8 5,976 7.2 

S. America 443 1. 2,436 2.9 

Europe 31,724 74.3 60,362 72.6 

Oceania 40 Meg , L735 2.0 

Total 42^69 7 " 83J 8( i~" ‘ 

Exports rose by 45 per cent, while im¬ 
ports were up by 78 per cent during the 
first eight months of 1974 compared with 
the corresponding period in the previous 
year. The products principally responsi¬ 
ble for the increase in exports were pro¬ 
cessed goods, which accounted for 32 
per cent of the country’s total exports 
and rose by 67 per cent. Exports of chemi¬ 
cal products rose even more steeply, by 
107 per cent, but this sector accounts 
for only 10 per cent of the country’s total 
exports. The steep increase in imports 
arose from raw materials, fuel and lubri¬ 
cants, which climbed 146 per cent and ac¬ 
counted for 26 per cent of the country’s 
total imports. Imports of food, drink 
and tobacco rose by 109 per cent, but 
they account fpr only 11 per cent of the 
country’s imports. 

Yugoslavia’s fear of a 25 per cent re¬ 
duction on the $630 million earned from 
tourism in 1973 proved unfounded. 
Events in Cyprus and political uncertain¬ 
ty id Greece, an increase in late backings 
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due to bad weather in northern Europe 
and the fact that fuel problems were not 
as serious as expected, relieved the situa¬ 
tion. In contrast with a drop of 22 per 
cent in the number of visitors and a 13 
per cent reduction in the number of nights 
spent by tourists for the first five monthr; 
of 1974 compared with the same peripa 
in 1973, capacity bookings were reported 
for October and November last. Since 
tourism may have reached a plateau, the 
Yugoslavs are turning their attention to 
diversifying and consolidating the present 
range of activities. There are programmes 
to attract a wider variety of tourists as 
well as to develop the off-season trade with 
conference and incentive travel. Three 
Yugoslav airlines are integrating in hopes, 
that the Yugoslav tourist industry will then 
depend less on foreign airlines for charters. 

foreign investment 

Foreign investment in Yugoslavia' 
has been hampered by institutional 
barriers. Only 17 per cent of the $354 
million invested in the form of joint ven¬ 
tures comes from foreign partners. Several 
steps have been taken to remedy this situ¬ 
ation, and the UK investment in Yugo¬ 
slavia has recently become eligible for 
insurance against non-commercial risks 
through the offices of the Export Credits 
Guarantee department. The level of pro¬ 
fits tax, in the case of joint ventures, is 
reduced according to the amount invested. 
For instance, if more than 50 per cent of 
the total earnings are reinvested for more 
than ten years the tax goes down to 22 
per cent. The Yugoslav authorities con¬ 
sider that the proportion of loan to equity 
in the financing of joint ventures is too 
high, so they are likely to place an upper 
limit on the amount of loan finance allow¬ 
ed in a venture and may abolish some 
facilities at present available for loans, such 
as the exemption from payment of dinar 
deposits which joint venture foreign loan 
financing enjoys. 

The nearest approach to convertibility 
is the twice weekly meeting of the inter¬ 
bank foreign exchange market. Since 
July, 1974, ti e dinar has floated though 
it remains subject to National Bank inter¬ 
vention. With 60 per cent of foreign trade 
now liberalised, the inter-bank market is a. 
significant step towards full convertibility 
although it may be some time before this 
is achieved. 

Sources and acknowledgements: The 
foregoing summarises reports issued by 
the Chase Manhattan Bank (New York 
10015) in its Business in Brief and by 
Barclays Bank Group International (54 
Lombard Street, Ixmdon EC3P: 3AH)* 
but neither bank is responsibly for the 
emphasis of my summary tm for my 
interspersed comments based on a 
variety of source* v „ r 
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Mrs Gandhi is at it 

again. In an interview to an American 
news agency she has reiterated her familiar 
assertion that she is living in daily dread 
of assassination. It would be difficult to 
deny, of course, that, throughout history, 
prophets, priests or kings have always run 
the risk of violent death. For some of 
them this risk has been more real than for 
others but, even so, it is a statistical fact 
that only very few public figures have had 
their life-span fatally interfered with by 
assassins, political or other. In other 
words, while politicians, or public figures 
generally must reckon with something 
like a professional hazard to their lives, 
this risk is still an easily and relatively 
inexpensively insurable one in the case 
of most of such personalities. I have no 
doubt at all that, so far as Mrs Gandhi 
herself is concerned, the Life Insurance 
Corporation of India will be only too 
ready to issue her cover against assassi¬ 
nation for a nominal premium. 

This is for the simple reason that, al¬ 
though lots and lots of people in this 
country do disagree with the prime minis¬ 
ter’s political attitudes or economic poli¬ 
cies, they do not feel a sense of public 
outrage — let alone entertain a feeling of 
private resentment — so savage that they 
would want her killed. Those of us who 
may believe that this country could have 
been governed better or its economy 
managed more efficiently are also nor¬ 
mally disposed to refrain from harbouring 
very high expectations of politicians. 
There is therefore no question of any great 
number of us suffering from homicidal 
tendencies born of a sense of betrayal 
where Mrs Gandhi is concerned. We are 
of course disappointed and sad that she 
has not been able to measure up to her 
responsibilities. But this only makes us 
regard her as a failure, in which case it is 
not anger that we may feel against her but 
pity. It is possible of course that the ram¬ 
pant corruption in politics and administ¬ 
ration has aroused strong feelings in the 
community, but the sense of grievance 
that the public may have in a situation of 
this kind is not of a nature to arouse in 
individuals or conspiratorial groups mur¬ 
derous passions against a particular indivi¬ 


dual simply because he or she happens 
to be the head of the government. 

Mrs. Gandhi's thesis no doubt is 
that there arc in our country ‘fascist’ 
forces which, whether functioning with 
a certain amount of ‘foreign’ inspira¬ 
tion or influence, or not, may desire to get 
rid of her since, in her view, she and the 
party she leads have come to symbolize 
the philosophical goal or political system 
of democratic socialism. Now, this is a. free 
country and nobody can stop the prime 
minister or anybody else from believing 
or even alleging that wicked men arc out 
to get rid of her or her government by 
violent means. 

It is, however, pertinent to ask 
whether the prime minister or any of 
her party men (who may be in the 
government or may not) has knowledge 
of conspiratorial men or groups at work 
in the manner alleged. If she or he has 
this information or even ground for sus¬ 
picion, there is certainly enough scope in 
the extraordinary laws of the land to 
round up potential assassins or their 
organizations and put them behind bars 
even without having to bring them to 
trial before a court of law where hard 
proof will be demanded. Indeed it is 
possible that there are some individuals 
among hundreds of political detenus 
in the country who may have been 
put behind bars precisely because the go¬ 
vernment has reason to believe that they 
or their activities suggest violent inten¬ 
tions on their part. If this is so, then, 
Mrs Gandhi should at least be able 
to resist the temptation to reply to 
stock questions put to her by sensation- 
mongering foreign journalists with me- 
lodamatic affirmations of her life being in 
constant danger. 

The Durga Ratan awards 

for excellence in journalism, although so 
recently instituted, are already in some 
danger of stultifying themselves as ‘pats on 
the back’, so to say, for professionally 
departing journalistic souls. Mr S. Mulgao- 
kar, Editor-in-Chicf of Indian Express , 
for instance, has been given one of the 
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awards this time as “the columnist whose 
writings over the year marked him put: 
as the most outstanding analyst and corner 
mentator of the year." If the member* 
of the advisory committee, which has re¬ 
commended these awards, would realty [be¬ 
lieve this citation* they should be capable 
of believing anything. Mr Mplgaokar 
an outstanding journalist, no doubt, but 
virtually all of Ills brilliance as a colum¬ 
nist belongs clearly to the past. His best 
years in this respect were those during 
which he wrote his column “National 
Affairs” for The Hindustan limes of which 
he was the editor at the time. His * ‘Editor*# 
Notebook” in Indian Express of which 
he is now the Editor-in-Chicf is not only 
not in that class but is not in any class at 
all. 


Such of us as are aware of Mr 
Mulgaokar’s performance as a colum¬ 
nist in his journalistic prime could of 
course rejoice in the notion that 
the award which has been given to him 
now is really in the nature of a salute 
to that past, but the citation itself 
must be dismissed as of no worth sine# it 
does not even seem to care to know what 
it is talking about. We have seen otjter 
honours, such as the Sangeet Natak 
Akademi awards, being given in many 
cases without any relevance to the current 
work or worth of the recipients. Is it to 
be assumed that bad practices must 
always prove infecti6us? 


Incidentally, those who claim to be in 
the know say that Mr Mulgaokar is about 
to leave Indian Express for The States* 
man . Both papers, it so happens, are 
having problems. In the case of The 
Statesman the problem is overdrafts and, 
in the case of Indian Express , it is 
falling circulation. Mr Ramnath Goen&a, 
it is reported, has lately been applying 
his mind to perking up the reader-appeal 
of his newspapers. Mr Kuldip Naygr’s 
recent installation in a senior editorial 
position on the staff of Indian Express 
is said to be a part of the Goenka prescrip¬ 
tion for face-lift to Indian Express. Mr 
Ajit Bhattacharjea, who cannot be fully 
employed as the editor of Everyman's, 
will probably take over from Mr Mul¬ 
gaokar when the latter leaves for The 
Statesman. It is an interesting coincidence 
that three of the four national dailies — 
which are being published from New 
Delhi—I am having The Hindustan Times 
also in mind — must all be having 
domestic problems of one kind or the 
other at one and; the same time. 
Mr Inder Gujral, 

I suppose, is en¬ 
titled to his sa¬ 
tisfaction. 
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Human factor in entrepreneurship 


Socio-Psychoiogica! Factors Influencing the Adoption of the Innovation of Starting Small 
Industry Unit A Research Study : Small Industry Extension Training Institute, 
Hyderabad; Pp 109; Price Rs 10. 

Economic Blocs and US Foreign Policy: Ernest H. Preeg; National Planning Asso¬ 
ciation, Washington: Pp 202; Price $3.50. 

Economic and Social Change in India: S.L.N. Simha; Institute for Financial Manage¬ 
ment and Research, Madras: Pp 159; Price Rs 35. 
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Financial Management and Research, Madras; Pp 199; Price Rs 30. 

A Richer Harvest -New Horizons for Developing Countries: Sudhir Sen; Tata McGraw- 
Hill Publishing Co., New Delhi; Pp 573; Price Rs 51. 


Socio-Ps vchofogical Factors Influencing 
the Adoption of the Innovation of Starting 
a small Industry Unit--A Research Study 
is an excellent analysis mainly concerned 
with some aspects of the human factor 
which influence the growth of small in¬ 
dustry unit. This research study makes 
an attempt to analyse on the basis of em¬ 
pirical data collected during 1964-67 in 
Hyderabad and Secunderabad (i) the 
biological, economic and psychological 
background of the entrepreneurs, (ii) the 
influence of sociological and psychologi¬ 
cal factors, (iii) the encouraging and 
discouraging factors which have their im¬ 
pact on such entrepreneurs, (iv) the stages 
in the process of adoption of innovation 
in starting small industry units, and 
(v)the influences of environment as well 
as organisational assistance. 

financial aid 

'While the government is forthcoming 
to give financial, and other assistance to 
entrepreneurs interested in starting a 
small industry unit, no attempt has been 
made so far to find out who these 
entrepreneurs taking advantage of such 
assistance programme are and the various 
sociological and psychological factors 
considered as favourable and unfavoura¬ 
ble for launching such small industry 
units. Since this study makes such an 
attempt* one would very much be in¬ 
terested in knowing some of the impor¬ 
tant findings of this study. 

Sixty-one small units in Hyderabad and 
Secunderabad from among those regis¬ 
tered with the Directorate of Industries, 
Andhra Pradesh were selected for this 
study. It was found that 41 per cent 
of the respondents had college degrees 


and 33 per cent had passed high school 
examination. It was seen that 61 per 
cent of the respondents had experience in 
industry, while another eight per cent 
were engaged in business dealing with 
items similar to what they manufactured 
later on in small industry units. Why did 
entrepreneurs enter this field? It appears 
that for most, economic gain was the most 
important reason for entering the small 
industry units; the second most impor¬ 
tant reason was ambition; the third and 
fourth reasons were social prestige and 
social responsibility, respectively. The 
study reveals that the level of education 
did not influence the respondents in their 
starting small industry units, nor did in¬ 
come of respondents had any influence in 
this regard. Similarly risk-taking ability 
does not seem to have influenced the 
respondents in their reasons for starting 
small industrial units; nor need for 
achievement had any influence on their 
decision. 

demand factor 

For all the 61 respondents taken to¬ 
gether, high demand for product was 
seen to be the most,.encouraging factor in 
starting industrial units, the second most 
encouraging factor in this regard being 
'experience in the line', followed by en¬ 
couragement by friends and families, res¬ 
pectively. For all the 61 respondents 
taken together, capital shortage and go¬ 
vernmental red-tape were seen as the most 
discouraging factors in starting their in¬ 
dustrial units: the next two discouraging 
factors being non-availability of raw ma¬ 
terials and scarcity of skilled labour 

Six stages, namely awareness, interest, 
preparation, trial and evaluation 


were noticed to occur during the 
process of adoption. The survey 
found that all the 61 respondents did not 
pass through all the above stages nor was 
the sequence of the above six stages cons¬ 
tant for all the respondents. 

An interesting finding of this study is 
that “Younger age, formal education, 
urban background, experience in indus¬ 
try, level of aspiration and risk-taking 
were associated with the majority of res¬ 
pondents. “It is also interesting to note 
from this study that technical education,, 
high monthly income, contacts with 
influential etc. were not associated with 
the majority of the respondents. 

service institutes 

The study has revealed that 47 per 
cent of the respondents were already 
working in industries at the time of 
awareness; 33 per cent were engaged 
in commerce and 10 per cent em¬ 
ployed in service, private and govern* 
ment. Majority of respondents seem to 
have received assistance of one sort or 
another from the office of the Directo¬ 
rate of Industries and the Small Indus¬ 
tries Service Institute. 

Tn India there has been a phenomenal 
growth of the small-scale industry sector 
during the period of the five-year Plans- 
From the negligible amount of financial 
allocation in the first five-year Plan, the 
public and private sector investment in 
the fourth five-year Plan for village and 
small industries went up to Rs 694 crores. 
The importance of small industry sector 
assumes great significance when viewed 
from the point of provision of employ¬ 
ment, use of local resources, regional ba¬ 
lance and need of quick results by way of 
production. 

While socio-economic virtues of the 
small industry sector have been well re¬ 
cognised, if appears that th&re is need 
foi a fuller knowledge of the problems of 
growth of new small industry units not 
only in the economic sense but perhaps 
more importantly in the social and psy¬ 
chological milieu which acquires tremen¬ 
dous importance. Small industry units 
do not just come into existence but they 
have to be brought into existence by some 
one. It is unfortunate that while all these 
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ars the discussion and analysis of small 
dustry sector are being carried 
> in terms of financial provisions, tar¬ 
ts and expenditures, no study was car- 
?d on about the man who is expected to 
iter this field. 

From where did the small-scale indus- 
ialist first get the idea of starting the 
pe of industrial unit that he now has? 
iter getting the idea, did he start the 
lit overnight? What role did govern- 
cntal and non-governmental agencies 
lay in the process of establishing the unit? 
nswers to these and similar questions 
e of great significance for individuals 
id organisations working to accelerate 
»e development of small industry sector 
i the country. As this study makes an 
Llempt to answer some of the above 
uestions, it is of great significance and 
muid help government and other orga- 
isations working in this field in framing 
uitabic policies for the promotion and 
ipid development of small-scale indus- 
ries in the country. 

Economic Blocs 

To a critical observer of the intcr- 
tational scene, it would appear that the 
►ostwar international economic system 
vhich provided the framework for an 
mprecedented quarter century of ex¬ 
pansion of world income and trade appears 
o be gradually crumbling. It is noticed 
hat over the past several years, the in- 
.ornational monetary arrangements have 
icen racked by successive crises culmi- 
mting in the abandonment of the Interna- 
lional Monetary Fund system. Also 
fading rules of GATT seem to be conti¬ 
nually violated by various member-coun¬ 
tries under one guise or another while pro¬ 
tectionist sentiment is gradually spread¬ 
ing; and political-economic role of inter¬ 
national investment has been provoking 
as many controversies as there arc sove¬ 
reign states. 

The Bretton Woods system was based 
on three central concepts: universality 
(where all the nations participate on the 
basis of equal treatment with essentially 
identical and non-discriminatory obliga¬ 
tions and privileges); minimum and ulti¬ 
mately no barriers to international flow 
<>f goods and services;and third, currency 
convertibility under normal conditions 
of fixed exchange rates. 

The current situation is trypified more 
by the breach than by the observance of 
the above Bretton Woods concepts. As 
for the concept of universality, the com¬ 
munist countries do not participate in the 
system mid developing countries are eli¬ 
gible for preferential access to markets of 
developed, countries while themselves 


carrying out their GATT and IMF obli¬ 
gations in a very limited way as it suits 
the convenience of their national develop¬ 
mental strategies. The multilateral con* 
vertability/fixed exchange rate system long 
under duress practically ceased to exist 
so that by 1973 a de facto arrangement of 
"managed flouting rates* was generally in 
effect. The monetary breakdown stemmed 
from the lack of an adequate adjustment 
mechanism for both long-term or ‘funda¬ 
mental' disequilibrium and short-term 
cyclical disequilibrium complicated by 
the difficulty of distinguishing one from 
the other. 

The author of Economic Blocs and US 
Foreign Policy is of the opinion that “the 
declining relevance of the Bretton Woods 
principles to the actual conduct of inter¬ 
national economic relations had produced 
a dangerous void in conceptual thinking 
upon which to base national strategies for 
dealing with these mutters' “The difficul¬ 
ties appear to be compounded by recent 
developments that seem to be changing the 
basic context of the international economy 
such as the external consequences of evolv¬ 
ing domestic policies to achieve the opti¬ 
mum balance between inflation and re¬ 
source utilisation, emergence of multi¬ 
national enterprise, natural resource de¬ 
pletion, environmental controls and the 
apparent broadening of economic rela¬ 
tions between centrally planned commu¬ 
nist countries and market-oriented econo¬ 
mies of the west. An economic system 
based on universal rules, never a reality, 
may in fact be highly unrealistic in a 
contemporary world of some 130 nations 
ranging in annual per capita income from 
$ 5,000 to $ 60. The author believes that, 
if not by choice, perhaps by necessity, 
the international economy may have to 
be based only in part on multilateral 
rules while the remainder is subject to 
more or less selective arrangements. 

evolving system 

The purpose of this study is to assess 
the evolving international economic sys¬ 
tem largely in terms of multilateral rules 
versus more limited economic arrange¬ 
ments among particular groups of count¬ 
ries. The author seeks an answer to the 
problem of finding the least common 
feasible denominator of multilateral foun¬ 
dation which ought to be supplemented 
by a more selective superstructure of 
rules applicable to many of the develop¬ 
ing countries. 

The author has analysed the various 
aspects of the dominant international eco¬ 
nomic relationship at the present time 
and the elements of possible economic 
policy framework for the coming decade 
(again with the primary emphasis on the 
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significance of multilateral versus more 
limited geographical groupings of coun* 
tries). The auhor concludes with a brief 
prognostication of the most likely course 
of the world economy through the mid- 
1980s, 

The author has arrived at the follow¬ 
ing conclusions regarding the possible 
future trends. 

According to the author, there is tri- 
polar drift in economic relations among 
the advanced industrialised countries 
with a high and growing interdependence 
within western Europe ami between the 
USA and Canada, compared with a much 
lower relative degree of economic inter¬ 
dependence among the three centres of 
western Europe, North America and 
Japan. 

policy implications 

The policy implications of the above 
trend towards economic tripolarization 
is for a more closely knit and specified 
policy framework within Europe and bet¬ 
ween the two North American industria¬ 
lised countries and a more loosely de¬ 
fined relationship among the three cen- 
res. At present, the most important area 
of policy in this respect is the balance-of- 
payments adjustment process which in¬ 
cludes more than exchange-rate policy, 
extending to the degree of coordination 
of internal policies and ^possible spillover 
to certain related trade and investment 
policies as well. 

According to the author, the polariz¬ 
ing effect of the three industrialised cen¬ 
tres on other countries is less clear, and 
will depend in large part on the policies 
pursued by the industrialised countries. 
Many important areas from south Asia, 
Australia to Indonesia, most of Latin 
America and Africa are not overwhel¬ 
mingly linked to any major economic 
power; nor need they be, if the industria¬ 
lised countries follow appropriate poli¬ 
cies. 

The international economic system, 
according to the author, that will evolve 
over the coming decade will probably 
have far less emphasis on specific legalis¬ 
tic rules and commitments and more 
emphasis on practical arrangements and 
procedures for ensuring a continued open 
and cooperative world trade and mone¬ 
tary system. As regards broader aspects 
of foreign policy, the author opines that 
a more flexible economic system of this 
kind should facilitate an • economic rap¬ 
prochement between east and west as 
well as improved relations between deve¬ 
loped and developing countries. 

This is an excellent study which gives 
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readers a peep info the future in the fields 
of international trade and currency arran¬ 
gements. The nations of the world are 
entering a period of major negotiations 
for reforms in the fields of international 
trade and monetary and other economic 
relationships that will require several 
years to complete. It is necessary, as 
the author has pointed out, that “during 
these years of important negotiations, 
a variety of studies be made that can 
improve knowledge about the basic eco¬ 
nomic trends and their interrelationships 
and deepen understanding of the impli¬ 
cations of these actual and prospective 
developments for the nations whose po¬ 
licy choices play significant roles in deter¬ 
mining the system's future benefits and 
costs/’ This study by Ernest H. Preeg 
definitely makes a substantial contribu¬ 
tion towards meeting that need. 

Social Change 

Economic and Social Change in India is a 
commemorative volume published on the 
occasion of the silver jubilee of India’s 
republican constitution. It attempts to 
portray the various economic and social 
changes which have taken place in the 
country since independence or rather 
since the adoption of the republican con¬ 
stitution by India. Quarter century in the 
history of a nation is a convenient water¬ 
shed where one can stop and look back 
to see whether the country is moving in 
the right direction and at appropriate 
pace. Very often claim is made that a 
traditional Indian society is being rapidly 
transformed into a modern society with 
its new scale of values and modes of liv¬ 
ing and thinking. It is certainly worth 
critically examining the pace and direc¬ 
tion of change taking place in the Indian 
subcontinent since independence. 

Vast and significant developments have 
taken place on the international scene 
since India became independent. The 
explosion of the hydrogen bomb, the land¬ 
ing of man on the moon, the growing de¬ 
tente between USSR and the USA, the 
assassination of Kennedy and resigna¬ 
tion of Nixon, devaluation of the US dol¬ 
lar, sharp rise in the price of gold, four¬ 
fold increase in the price of crude oil, the 
birth of international money in the form 
of special drawing rights, wars between 
India and China and India and Pakistan, 
splitting of the Indian National Congress, 
the ascendancy of the linguistic states and 
birth of Bangladesh — have been some of 
the most significant developments in India 
and abroad. Further, while the world 
economy has recorded a substantial ex¬ 
pansion during the last 25 years, the econo¬ 
mies of developing countries have not 
performed so well as developed countries 
with the result that the yawning gap bet¬ 


ween the two has been widening. If is 
also noticed that there has been, accord¬ 
ing to the author, “a very marked falling 
off in standards of public and private con¬ 
duct. Every society is becoming more and 
more permissive. What is noticed is that 
while the developed countries are looking 
for philosophical and spiritual panacea 
for social and economic ills, developing 
countries are moving away in several cases 
from their traditional values and ways of 
life and are rapidly imitating the western 
pattern of life. Everywhere cultures seem 
to be rapidly undergoing transformation.” 

During these 25 years, the Indian scene 
has also undergone tremendous economic 
and social changes. Though in relative 
terms, one may be dissatisfied about 
India’s economic growth, the author is 
of the opinion that in absolute terms, 
the picture of India’s cconomc develop¬ 
ment looks much better, though because 
of continued high growth of population, 
the average standard of living has not 
gone up to any perceptible extent. Dur¬ 
ing the last 25 years, the developments in 
the sphere of manufacturing arc certainly 
remarkable; but what according to the 
author is m^re significant is the change 
in the attitude of people which is truly 
revolutionary. 

urge for improvement 

Instead of resigning one-self to 
one’s fate, there is a marked desire 
on the part of people to improve stan¬ 
dards of living. Also growth in indust¬ 
rial entrepreneurship both in the private 
as also public sector is truly remarkable. 
The way in which ministers and civil ser¬ 
vants have acquired expertise in intricate 
technical, managerial and financial mat¬ 
ters is truly astonishing. Though jubi¬ 
lation over the green revolution might be 
premature, the fact remains that the 
phenomenon of green revolution has at 
any rate shown the way of winning the 
fateful race between food and population. 


port “for a course of action that woul 
lead the country purely and swiftly to tl 
path of economic prosperity and social < 
justice” . . |i 

The author has given in this book i 
mere objective and factual account of th 
changes which have been taking piaq i 
in India since independence, rather thi 
republican constitution was adopted. Un 
fortunately the author has concentrate 
his attention only on the quantitative as 
pect of these changes. He does not pro 
pose to sit in judgment on the quality o 
changes in various fields that have beei 
taking place, and it is this qualitative aj$ 
pect that is worrying our social and politi 
cal reformers. For example, how firmly 
have we laid the foundations of our demo 
cratic regime aiming at socialistic patterr 
of society? Many would think that wc 
have only adopted the facade and trapp 
ings of democracy while the content ii 
mostly lacking. And what about the 
massive corruption that has been eating 
into the very vitals of our society? What 
about the quality of our leadership? How 
many are there merely because of their 
caste? What about the increasing dis¬ 
ruptive tendencies that are being streng¬ 
thened since independence? What about 
the student world? Does the present 
generation of the students inspire confi¬ 
dence in the future of our country? [Stan¬ 
dards have been falling everywhere and 
moral deterioration especially among our< 
leaders seems to have brought the country* 
to the brink of ruination. It is not so 
much the speed with which we are going 
that matters as the direction and therefore 
when we take a critical look at the changes] 
that have been taking place in India, with¬ 
out distracting from the achievements, 
one is likely to feel extremely apprehensive 
about the shape of things to come. About 
all this the author unfortunately has said ^ 
very little or nothing, which fact consi-J 
derably reduces the value of. the book 
for a serious student of Indian affairs. 


Since independence some tremendous 
changes in the social sphere have also 
taken place in India. According to the 
author, these social changes may be seen 
broadly in every aspect of our daily liv¬ 
ing — food, dress, social habits, travel, 
education and employment. 

And yet according to the author, the 
pace of modernisation is still very slow 
and a massive effort on the part of the 
country will be required to successfully 
tackle the country’s numerous economic 
and social problems. Otherwise it will 
be impossible to cross the poverty line. 
The author has warned that a lead must 
come from our ministers and politicians 
assisted by civil servants. Also our in¬ 
tellectuals have an important role and 
djity to perform in mobilising public sup- 


Scissors and Paste 

Evolution of Cooperative Thought is 
based on the adaptation from the author’s 
thesis on the same subject for the award 
of the D. Litt. degree in commerce of the 
Lucknow university. 

The author has made an attempt in 
this book to trace the evolution of co¬ 
operative thought, beginning with the 
origin of cooperative thought which goes 
much beyond the name of Rochdale. The 
author has made an attempt to trace the 
role of early cooperators and social re¬ 
formers who propagated cooperative 
thought. We meet here the figures like 
Robert Owen, Mudie, Combe, Thomp¬ 
son > Dr . William King, Charles [Fourier, 
Louis Blanc, Saint-Simon and Cuchez 
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md of course Schulze and Raiffeisen 
md a host of other cooperators who have 
>ver centuries contributed to the develop- 
nent of theory and practice of coopera- 
cion. 

The author has pointed out that at one 
lime it was felt that religious and political 
neutrality should be the aim and avowed 
principle of cooperation. But today it is 
found that cooperation cannot keep itself 
aloof from political thinking and at times 
cooperators owe a duty to give shape to 
the national policies and political ideas 
of the governments Of various countries. 
Under the new circumstances therefore a 
fresh look at the development of cooper¬ 
ative thought becomes necessary. 

not yet arrived 

The author is of the opinion that “the 
age of cooperation has not yet arrived. 
Cooperation, it may be said, as yet is not 
at the ‘take-off* stage. “This follows from 
the fact that as yet cooperative system has 
not been in a position to evolve uniform 
principles. As soon as permanent values 
are developed, the cooperation, according 
to the authoT, will be able to proclaim 
with confidence the era of cooperation. 

According to Dr Saxena, the future co- 
operators will face the problem of mutual 
inter-relationships amongst them. The 
secondary organisations of cooperatives 
variously termed as unions, federations 
and central associations have to continue 
to play their role in building up coopera¬ 
tive economy. The secondary organisations 
should not halt at the national level; 
they should go beyond national business. 
Unless international cooperation among 
cooperatives grows and many more insti¬ 
tutions Uke the Scandinavian Wholesale 
Society, the International Cooperative 
Petroleum Association, Scottish Coopera¬ 
tive Wholesale Society etc., come into 
existence, “the dawn of the age of Co¬ 
operation will simply be delayed.** 

The idea of ‘Cooperative Economy’, 
according to the author, has to be pur¬ 
sued more vigorously. It would necessi¬ 
tate not only greater loyalty and devotion 
among members, but closer and more ac¬ 
tive liaison between different types of 
cooperatives at different levels. Tnc au¬ 
thor has predicted that cooperation is 
“destined to play a decisive and effective 
role in the World economy of tomor¬ 
row/* 

The tendency among cooperators is to 
raise cooperation to tnc status of a reli¬ 
gion and invest the movement not only 
with business considerations but with 
.high degree of moral overtones. Once this 
is done and cooperation ceases to be just 


one of the forms of business organisation 
suitable to only certain activities and suc¬ 
ceeding only under certain conditions, 
the tendency develops among cooperators 
to shut eyes to all the evils that may and 
do erode the cooperative movement. 
This is evident from the fact that the co¬ 
operative movement in India has been 
exhibiting all the defects of capitalism and 
socialism without their redeeming virtues 
as is convincingly illustrated by coopera¬ 
tive sugar factories in Maharashtra. Co¬ 
operative movement in India has deve¬ 
loped as many vested interests as the 
capitalist sector in the country and is 
equally exploitative. All this can be 
remedied and cooperation can be made 
to play its due role if cooperation is 
considered as just one of the forms of 
business organisation and put in its 
proper place. Cooperators must stop 
spelling cooperation with capital *C\ 

Dr Saxena’s style is exasperating. The 
book is mainly made up of strings of quot¬ 
ings from scores of authors on the subject 
joined by conjunctive clauses. This 
makes the reading of the book utterly in¬ 
coherent and unintelligible. The reader 
hardly gets a comprehensive picture of the 
cooperative thought and movement. It is 
not said in vain that majority of doctoral 
theses of the Indian scholars is mainly a 
matter of scissors and paste. 

Credit Planning 

A few years ago one hardly heard of 
‘credit planning’; today one wonders 
whether physical planning can ever suc¬ 
ceed without credit planning. Of course 
planners have learnt this by experience. 
But unfortunately one hardly comes ac. 
ross any worthwhile book or treatise on 
the principles and policy of credit plann¬ 
ing. It was therefore a matter of pleasure 
when one read the title of credit planning 
and policy on a book appropriately 
published by the Institute for Financial 
Management and Research of Madras. 

Credit Planning and Policy contains a 
set of 12 articles and a postscript and in 
this brief review attention can be drawn 
only to the important features in some 
of the articles. 

A. Raman maintains that there arc 
macro and micro aspects of credit plan¬ 
ning. The macro aspect has to lake into 
account the overall volume of credit ex¬ 
pansion to meet the requirements of the 
economy. Credit planning in the macro 
sense would involve the preparation of a 
monetary budget which should indicate the 
likely tolerable order of increase in money 
Supply in relation to likely increase in 
real output. According to the author, 
with the preparation of monetary budget 


and the size of, the credit expansion of the 
commercial sector broadly determined, 
the responsibility of further allocation 
of credit among various competing sectors 
shins to individual banks. This involves 
at an individual bank’s level the prepara¬ 
tion of credit budget. Credit deployment 
among various sectors has to be deter¬ 
mined in the light or the real resource 
position According to the author, the 
credit authorisation scheme of the Reserve 
Bank of India should be viewed from this 
point of view. Against this theoretical 
background of credit planning and its 
necessity, A. Ruman has also analysed in 
detail the recent credit policy of the 
Reserve Bank of India and has shown how 
the Reserve Bank is taking steps to meet 
credit needs of some of the Important 
sectors such as production and movement 
of goods and exports. 

selective controls 

H.B. Shivamaggi has analysed in de¬ 
tail selective credit controls of the Re- 
service Bank of India. He has shown the 
steps which the Reserve Bank has been 
taking to provide production incentives, 
encouragement to industries, small loans, 
loans for procurement and distribution, 
concessions to backward areas, export 
incentives, and assistance to industries in 
rural and backward areas. The author 
has explained very clearly how selective 
credit controls can be used effectively as 
weapons or tools of credit planning. 

The credit authorisation scheme of the 
Reserve Bank of India forms or should 
form an integral part of credit planning 
and from that point of view A.K. Buchar’s 
article on ‘Credit Authorisation Scheme’ 
is worth reading. The fund of technical 
details provided by the author gives rea¬ 
ders a very dear understanding of the 
scheme. 

The credit guarantee scheme of the 
Reserve Bank of India as also financing 
of agriculture by commercial banks by 
R Vijnyar.ighavan and P.K. Khanna res¬ 
pectively make extremely instructive read¬ 
ing. The analysis of the various problems 
faced by commercial banks while provid¬ 
ing finance to agriculture brings out the 
enormity of the problems as also various 
complexities involved. 

There is no doubt that since its estab¬ 
lishment in 1935, the Reserve Bank of 
India has made great advance in control¬ 
ling the quantity and use of credit for 
which it has evolved or adopted various 
weapons which it has learnt to use more 
and more efficiently with the lapse of tipie 
and acquisition of experience. Various 
articles in this volume deal with this regu¬ 
latory mechanism of the Reserve Bank of 
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India. But do*# this amount to credit 
planning? GrMi% planning is something 
that goes beyond mere credit regulation 
both in its quantitative as well as qualita¬ 
tive aspects. Nowhere in the book do 
we get an explanation of the concept of 
credit panning and its underlying princi¬ 
ples which one is left to infer from what 
the Reserve Bank of India has been doing. 
While therefore readers learn a great deal 
that is really useful about the various 
operations of the Reserve Bunk of India 
and the way it is regulating and making 
more effective use of credit, it cannot he 
said that they get a clear and comprehen¬ 
sive idea about credit planning. 

Weakness of Development 
Programmes 

Sudhir Sen has been busy for decades 
studying and thinking about 44 what has 
long been and remains more than ever 
before the world's number one problem 
- the problem of powjfy.” 

A Richer Harvest - Ven> Horizons for 
Developing Countries has been planned 
as a trilogy, in the first part the author 
begin* with a critical analysis of the kmd 
of job the United Nations placed between 
the aid-givers and aid receivers, has been 
doing as a ul-admm storing agency. The 
author out of his experience with the 
United Nations development programmes, 
has rightly come to the conclusion that 
"The besetting weaknesses of its pro¬ 
grammes are three: they are not produc¬ 
tion-oriented; they arc indifferent to, if 
not callous about, priorities; they show no 
understanding of the principle of com- 
plcmcnluries.” The author is convinced 
that the failure of the United Nations to 
grasp this leadership firmly and imagina¬ 
tively has deprived it of what could have 
been powerful instrument to strengthen its 
own foundations, to build up its moral 
prestige and thereby to inipiove its pros¬ 
pects of tackling some of the more inti ac¬ 
table political problems/’ despite the rift 
of ideologies and the chill of told war ” 

The second part of the trilogy looks at 
. the problem from the point of view of 
the aid-receiving countries. The author 
has examined the question of how to plan 
and implement high-quality country- 
programmes to secure the best possible 
use of both domestic and external re¬ 
sources, and thereby to make the maxi¬ 
mum possible contribution to raise the 
living standard of the vast masses of 
people. 

In this connection Sudhir Sen has em¬ 
phasised that a welt-conceived country- 
programme imrtt have agriculture as its 
hard core. The author is of the opinion 
that accelerating green revolution, provi¬ 


ded its benefits are widely diffused, can 
help dampen population growth far beyond 
what even the best family planning pro¬ 
gramme can by itself achieve in a develop¬ 
ing country. The author has examined 
how to make the green revolution a suc¬ 
cess. The development planning naturally 
must concern itself mainly with this ques¬ 
tion, for if the green revolution succeeds, 
a great many other things will automati¬ 
cally fall into their proper places and will 
lift the entire economy to a higher level 
of development. *‘lf it fails, it will not 
only drag down everything else, but will 
put the nation’s very existence into jeo¬ 
pardy. The reward of success is extra¬ 
ordinarily high; so is also the penalty of 
failure.” 

The author naturally has devoted much 
of his attention to India where problems 
of poverty are vast, complex and acute 
and “where awesome drama of food-and- 
population nice has entered the climacteric 
phase.” If the problem of poverty can 
be solved in India, as the author believes 
it can be, it can certainly be solved in 
most other countries of the world within 
reasonable time. India can serve as a 
m >deJ to these countries. 

right technology 

The third part of the trilogy has con¬ 
sidered certain aspects of the relations 
between the rich and poor nations as also 
between the rich and the poor within a 
developing country. The author has em¬ 
phasised that development economics 
must centre primarily on the development 
of physical resources, especially land and 
water. In doing so it must choose the right 
kind of technology to suit each specific 
situation, in most cases it must concen¬ 
trate heavily on the production of food. 
It must give high priority to the develop¬ 
ment of suitably located market-towns to 
serve as nuclei for urbanisation and with 
network of all-weather rural roads link¬ 
ing fanneis to markets. It must provide 
for massive expansion of production 
credit -‘green revolution credit’ - to 
finance the production and marketing of 
new varieties, along with the supporting 
services and facilities. It must come to 
grips with the long-slighted problems of 
land reforms’* to free agriculture from 
the stranglehold of feudalism, which in 
most developing countries has outlived 
colonialism, “And it must lay emphasis 
more than hitherto on development- 
oriented education and health-cum- 
family planning as indispenable tools of 
both economic progress and social wel¬ 
fare. 

0 

Economic development so far in poor 
countries has been heart-breakingly 
slow lor which the blame must go to all-— 


planners and economists, aid-givers and 
aid-administrators. However, tbe author 
is extremely optimistic that the develop¬ 
ment of poor countries can be easily 
speeded up here and now and with re-1 
sources they have at their disposal, j 
According to the author, “the trigger > 
push in that direction will come when 
agriculture based on high-yielding varieties 
of crops is combined with high-yielding 
economics based above all on resource 
development with intelligent use of the 
miracles of science our age has been 
saturated with.” When this happens, the 
poor nations will begin to stride swiftly 
the route from age-old poverty to the age 
of plenty. 

A Richer Harvest is truly a remarkable 
book, easily one of the best on the prob¬ 
lem of agriculture and poverty in India. 
Whai is especially notable is that unlike 
most other books on poverty which are 
filled with innumerable statistical tables, 
technical jargon and heavy footnotes, 
this book is written in a manner that 
would satisfy at once both the layman and 
the sophisticated The arguments in this 
book arc so peisuusive that one begins 
to wonder how our planners never thought 
of these approaches before so much so 
that one often begins to wonder whether 
the planning commission was filled with 
ignoramuses all these years. And what is 
possibly the most remarkable thing about 
the book is that it succeeds in creating hope 
in the minds of readers that all is not yet 
tost and removal of poverty and progress 
is just round the corner, provided wc have 
the wisdom und will to pursue the right 
path, instead of getting enmeshed in 
sterile ideological controversies. 
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A dynamic force in nation's banking 


Wrm the nationalisation of 
the 14 major commercial banks 
on July 17, 1969, the share of 
, the private sector banks in the 
banking activities of our coun- 
l try became very small. The 
; i banks which were not taken 
over by the state were of three 
categories: (a) scheduled com¬ 
mercial banks with deposits 
less than Rs 50 crores each; 

(b) non-scheduled banks; and 

(c) foreign banks operating in 
India. The foreign banks stood 
in a class apart as they were not 
taken over primarily because it 
was feared that it might have 
an unfavourable impact on the 
country's foreign trade. The 
other two categories together 
accounted for an extremely 
small fraction of the total 
banking operations in the 
country and were left out be¬ 
cause their sphere of activities 
was, relatively speaking, too 
small to be of any signi¬ 
ficance. 

However, during the last live 
years, some of these private 
sector scheduled banks have 
given a good account of them¬ 
selves. Their rapid expansion 
has demonstrated that bank¬ 
ing is first and foremost a ser¬ 
vice and the client would pat¬ 
ronise a bank irrespective of 
the fact whether it was run 
by the state or the private 
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sector provided he got effi¬ 
cient service. Six of these 
banks at the end of 1974 had 
deposits exceeding Rs 50 
crores each. 

In 1969, all banks having 
deposits of more than Rs 50 
croses were taken over by the 
government. Currently the 
government had no intention, 
as stated by the union Finance 
minister, Mr C. Subramaniam, 
in the Rajya Sablia on Feb¬ 
ruary 25, 1975, of nationalis¬ 
ing either Indian or foreign 
banks whose deposits had cros¬ 
sed the Rs 50-crorc mark. 

Mr Subramaniam listed the 
banks whose deposits on the 
last Friday of December, 1974, 
were more than Rs 50 crores 
each. They were ; (l) Andhra 
Bank; (2) The New Bank of 
India; (3) The Vi jay Bank; (4) 
The Punjab and Sind Bank; 
(5) The Oriental Bank; and (6) 
Corporation Bank Ltd. 

The reason advanced by Mr 
C. Subramaniam for not natio¬ 
nalising the private sector com¬ 
mercial banks was that the 
Reserve Bank through its ex¬ 
tensive powers could clo$p]y 
watch and supervise their func¬ 
tioning. He also said that the 
nature and the extent of con¬ 
trol over the private banking 


corporations was a matter 
which was constantly reviewed. 

With 84 per cent of the de¬ 
posits with the nationalised 
banks, the share of the private 
sector banks including those 
in the foreign sector was no 
more than 16 per cent. Even 
then, it was a fact that these 
private sector commercial 
banks were being patronised 
by the clients because of the 


quality of service which they 
received from them. This was 
also a rather sad commentary 
on the working of the nation¬ 
alised banks where salaries of 
the employees had increased 
sharply but service to the 
clients had deteriorated almost 
in inverse proportion to the 
salaries and the allowances 
drawn by the bank employees. 

It was no secret that the 


Table I 

Purpose-wise distribution of developmental loans of the public 
and private sector banks 

(Amount in lakhs of ropes) 



Public sector banks 

Private sector banks 

Purpose 

Amount 

outstand¬ 

ing 

Percent 
age to 
total 

Amount 

outstand¬ 

ing 

Percentage 
to total 

Minor irrigation 
Tractors and agri¬ 
cultural imple¬ 
ments and machi¬ 

8674,37 

53.8 

181.70 

12.8 

nery. 

Reclamation and 
land develop¬ 

4466.98 

27.8 

480.75 

33.9 

ment schemes 

750.14 

4.7 

173.00 

12.2 

Plantations 

1076.63 

6.7 

405.22 

28.6 

Others 

1131.24 

7.0 

177.85 

12.5 

Total : 

16099.36 

100.0 

1418.52 

100.0 


Source : Reserve Bank of India Bulletin, August 1974, 
Page 143 L 
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decision to nationalise 14 major 
banks in 1969 was taken for 
political considerations though 
the economic rationale, how¬ 
ever unconvincing, for this 
step was also presented later 
on. Mr C. Subramaniam, the 
union Finance minister, justi¬ 
fied the decision to encourage 
the private sector in banking in 
these words: “India is experi¬ 
menting with mixed economy. 
So long as this policy remains 
there is no need to nationalise 
the remaining banks. Mote- 
over this practice promotes 
healthy competition and banks 
in both sectors are vying with 
one another to provide the 
best possible service to the 
people.” Surely, the private 
sector banks have scored over 
the nationalised banks in ser¬ 
vice to the clients. They are 
likely to march ahead at a 
brisk pace in the coming years 
and it would not be a surprise 
if a couple of them scored over 
some of the nationalised banks 
in the next five years. 

Faster increase 

Strangely enough the rate 
of increase in deposits of 
scheduled commercial banks 
in the private sector was much 
faster than was the case with 
banks of all the other catego¬ 
ries. Between July 18, 1969, 
and June 30, 1974, the depo¬ 
sits of the State Bank Group 
rose by 139 per cent while 
those of the nationalised banks 


rose by 126 per cent; the pri¬ 
vate sector commercial banks 
increased their deposits by as 
much as 235 per cent. This in 
itself was proof positive of the 
dynamic character of the ope¬ 
rations in the private sector 
banks. Many of the efficient 
bankers left the public sector 
banks to take up challenging 
tasks in the private sector 
banks; also they found that 
these banks had, after take¬ 
over by the state, lost their 
ability to respond promptly to 
the needs of the clients. Even 
though they were given only 
marginal facilities such as the 
slightly increased rates of in¬ 
terest to be offered for depo¬ 
sits, yet they had been able to 
attract increased percentages 
of deposits through persona¬ 
lised, aggressive salesmenship. 

Ail these banks were gover¬ 
ned by the central banking 
authority and were required to 
fall in line with the policies 
chalked out for the banking 
sector. For example, in recent' 
years all banks whether in the 
public sector or the private 
sector were asked to accord 
topmost priority in the mat¬ 
ter of advances to agriculture, 
exports, small-scale industries 
and the self-employed. The 
Reserve Bankoflndia in one 
of its recent studies has analy¬ 
sed the development loans pro¬ 
vided by both the public and 
the private sector banks for 
agriculture. As Table I, (p. 696) 


shows, the private sector banks 
have participated in all major 
agricultural activities such as 
minor irrigation, tractors and 
agricultural implements and 
machinery, reclamation and 
land development schemes and 
plantations. The states where 
the private sector banks have 
given the largest assistance for 
agricultural purposes are Tamil 
Nadu, Andhra Pradesh, Kar¬ 
nataka, Punjab and Uttar Pra¬ 


desh. Bulk of this assistance has 
been given to agricultural hold¬ 
ings below 10 acres (Table HI 
below). While near ly one-half of 
the loans of the private sector 
have been made to agricultural 
holdings below 2,5 acres, the 
public sector banks have pro¬ 
vided only one-fourth of their 
short-term loans to holdings 
of less than 2.5 acres. In other 
words, the private sector banks 
have tended to assist the stnal- 


TableHI 

Profits of Scheduled Commercial Banks 
(Bank group wise) 


(Rs crores) 



1970 

1971 

1972 

State Bank oi India 

2.70 

378 

(40.0) 

3.85 

■<1.S) 

Subsidiaries of the SB1 

0.53 

0.51 

(-3.8) 

0.51 
(“) 

Total of 1 and 2 

3.23 

4.29 

(32.8) 

4.36 

(1.6) 

14 Nationalised banks 

Other Indian Scheduled Com¬ 

6.90 

8.46 

(32.6) 

7.58 b 
(“10.4) , 

mercial Banks 

1.14 

1.67 

(46.5) 

1.37 /■ 

(—18.0) 

Foreign Banks 

2.63 ' 

2.78 

(5.7) 

3.90 

(40.3) 

Total: 

13.90 

17,20 

(23.7) 

17.21 
(0.06) ; 


Note : Figures in brackets denote percentage variations 
over the previous year. 

Source: Reserve Bank of India Bulletin, January 1974, Page 131, 


Table II 

Short-term Loans of the Public and Private Sec tor Banks Classified According to Size of Holdings 

(Rs lakhs) 



Public sector banks 

Private sector banks 

Total 

Size of holdings 

No. of 
Accounts 

Amount out¬ 
standing 

No. of 
Accounts 

Amount out¬ 
standing 

No. of 
Accounts 

Amount out¬ 
standing 

Up to 2.5 acres 

Above 2.5 acres up to 5 acres 

Above 5 acres up to 10 acres 

Above 10 acres 

254115 

(45.0) 

135445 

(24.0) 

91458 

(16.2) 

83278 

(14.8) 

1885.67 

(24.0) 

1605.00 

(20.70) 

1614.94 

(20.9) 

2656.65 

(34.4) 

175273 

(75.3) 

29380 

(12.6) 

17824 

1027? 

(4.4) 

790.69 

(49.0) 

223.17 

(13.8) 

205.30 

(12.7) 

'395.71 

(24.5) 

429388 

(53.9) 

164825 

(20.7) 

109282 

(137) 

93548 

(117) 

2646.36 
(28.3) 

1828.17 

(19.6) 

1820.24 

(19.5) 

3052.36 

(32.6) 

Total: 

564296 

(100.0) 

7732.26 

(100.0) 

232747 
(100.0) 

1614.87 

(100.0) 

797043 

(100.0) 

9347.13 

(iOO.O) 


Sauce : Reserve Bank of India Bulletin, August 1974, Page 1430. 
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ler farmer more-*~in percent- pace. This may be due to the 
age terms—than hasoeen the developmental expenditure in¬ 
case with the puhllc sector volved which is bound to in- 
banks. crease when the branches are 

While the deposits of the opened in unbanked areas, 
private sector banks have raced From 1970 to 1972, the yearly 
ahead at a faster speed than profit ruled between Rs 1.14 
that of the public sector banks, crores and Rs 1.67 crores 
they have not tended to in- (Table IV). 
crease their profits at the same The figures regarding the 


working of the banks both in able to maintain the rate o! 
the public and the private sec* growth in their deposits whict 
tors for 1974 are indeed reveal* had been .seen'in the carliei 
ing. Separate data in regard four years. Oh the other hand 
to both the categories of banks the year 1974‘tumedout to b< 
are not available at the time a much better one for the pri 
of writing but there is a clear vate sector banks which con- 
indication that 1974 was a tinued to scale new heights in 
year when most of the banks regard to mobilisation of de¬ 
in the public sector were not posits. 


Table IV 

Income, Expenditure and profits of 39 other Indian Scheduled Commercial Banks (Rs Jnkhs) 


Variation during 

1970 1971 1972 1971 over 1970 1972 over 1971 

Amount per cent change Amount percent change 


Income 


le 

Interest and Discount 

28,15 

37,11 

48.35 

4 8,96 

+ 31.8 

+ 11,24 

+30.3 

2. 

Commision, Exchange and 
Brokerage 

3,12 

3,83 

4,86 

4 71 

+22.8 

+ 1,03 

+26.9 

3. 

Other Earnings 

1,60 

1,83 

2,24 

H 23 

■1-14.4 

■l 41 

+22.4 

Total (1 + 2+3) 

Expenditure 

4. Interest paid on Deposits, etc. 

32,87 

42,77 

55,45 

4 9,90 

+30.1 

-i 12,68 

+29.6 

16,01 

20,94 

28,14 

+ 4,93 

+30.8 

! 7,20 

+ 34,3 

5, 

Salaries, Allowances and Provi¬ 
dent Fund 

11,72 

14,78 

18,92 

4 3,06 

426.1 

4 4,14 

+28.0 

6, 

Other Expenditure 

4,00 

5,38 

7,02 

1 1,38 

+ 34.5 

+ 1,64 

+30.4 


Total (4+5 + 6) 

31,73 

41,10 

54,08 

+ 9,37 

+29.5 

+ 12,98 

4 31.6 

7. 

Balance of Profit 

1.14 

1,67 

1,37 

+53 

1-46.5 

—30 

—18.0 



Source : Reserve Bank of India Bulletin, January 1974, Page 135. 
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Foreign banks* a constructive presence 


y WrrH THE expansion of bank- 
* ing activities in our country, 
foreign banks had also 
gained in stature. This was 
evident from the rate of growth 
in deposits. In 1960-61, the 
15 foreign banks in this coun¬ 
try had total deposits of the 
order of Rs 217.85 crores; by 
1970-71, they had more than 
doubled to Rs 552.07 crores. 
fcJn the last week of October 
1974, the deposits (time+ 

1 demand) had risen to Rs 810.73 
! crores though the number 
of banks had fallen to 13 only. 
But the total deposits of all 
scheduled commercial banks 
in this country in the last week 
of October 1974 were as high 
as Rs 10,395.50 crores. The 
foreign banks’ deposits thus 
were a little less than eight 
per cent of the total deposits. 

RBI supervision 

Like all other scheduled 
banks, their working opera¬ 
tions were also governed by the 
Reserve Bank of India. It 
means that they had also to 
fulfil the minimum conditions 
laid down by the central bank¬ 
ing authority. For example, 
the investments in govern¬ 
ment securities as a percen¬ 
tage of aggregate deposits in 
the case of foreign banks at 
32.49 per cent (on October 25, 
1974) was higher than the 
corresponding percentage at 
23.70 for all scheduled com¬ 
mercial banks taken to¬ 
gether. Similarly, the bank 
credit as a percentage of total 
deposits was higher in the case 
of foreign banks than was the 
case with all commercial banks 
(77.23 per cent for foreign 
banks as against 68.10 per 
cent for all commercial banks), 
Herein lay the speciality of the 
foreign banks. Included in 
’bank credit were “bills pur¬ 
chased and discounted both 
within the country and ab¬ 
road”. In relation to aggre¬ 
gate deposits, the business re¬ 
lating to the purchasing and 
discounting of foreign bills for 
foreign banks was higher than 
that of all commercial banks. 
While the deposits of foreign 
banks constituted one-thir¬ 
teenth of all the commercial 


banks, the foreign bills dis¬ 
counted were one-third of the 
total. It was because of this 
predominant factor that the 
foreign banks had not been 
nationalised five years ago. 
The government of India genu¬ 
inely believed that such a me¬ 
asure would have an evil efFect 
on the foreign bill market 
which, in turn, would hurt 
foreign trade. 

Slower growth 

That the rate of growth in 
deposits of foreign banks was 
1 slower than that of both the 
nationalised and non-nationa- 
lised banks was a well-known 
fact. The reason for this lay 
in the fact that foreign banks 
were not as a rule permitted to 
open new branches in areas 
which could be very well served 
by Indian banks. This was 
indeed understandable. Hence 
the growth in deposits in the 
case of foreign banks became a 
function of the work-load which 
the existing branches could 
sustain. 

An interesting clement in 
the working results of foreign 
banks was that due to their 
ability to offer highly 
efficient and personalised ser¬ 
vice, they were able to show 
handsome profits every year. 
For example, profits of foreign 
banks in 1972 at Rs 3.90 
crores were a shade better 
than the profits of the State 
Bank of India even though 
the disposits of the foreign 


banks were less than half of 
that of the State Bank. This in 
itself was a measure of the im¬ 
proved performance of fo¬ 
reign banks. 

Some of the foreign banks 
had in recent years shown quite 
a vigorous rate of growth in 
their operations. Some of them 
had even taken upon themselves 
the responsibility of advising 
foreign clients in regard to 
possibilities of investments in 
our country. Their popularity 
was on the increase also be¬ 
cause of these specialised ser¬ 
vices which they were able to 
offer. 

Merchant banking 

Some of the foreign banks 
are building; for themselves a 
leading position in merchant 
banking in this country. They 
arc also running investment 
advisory services for their 
clients in other countries who 
may wish to do business in 
India, as well as for their clients 
in this country. The Finance 
ministry and the Reserve Bank 
could, therefore, with advan¬ 
tage adopt an inaginativcly 
responsive policy towards them 
so that they may serve as a 
channel for the flow of foreign 
capital into our economy. 
Right now the great banking 
institutions of the west are 
being sought after by oil¬ 
exporting countries in need of 
investment outlets for their oil 
revenue. Our government, act¬ 
ing solely in our country’s 
interests, would be well advised 


to seek to interest these banks 
in exploring investment possi¬ 
bilities in our economy for 
some of the petro-dollars hand¬ 
led by them. 

Mulish Ignorance 

It is of course far too ab¬ 
surd for our government to go 
on mulishly ignoring opportu¬ 
nities for developing one or 
more international financial 
centres in our country. Even 
our country’s foreign exchange 
difficulties or its strict exchange 
control are not enough by 
themselves to justify the go¬ 
vernment’s reluctance to take 
the initiative in this matter. 
Other countries too have ba¬ 
lance of payments problems, 
but this has not made it neces¬ 
sary for them to restrict arti¬ 
ficially the activities of foreign 
banks in their countries or of 
their own banks abroad. As a 
matter of fact, the building up 
of a two-way traffic in banking 
across national frontiers could 
in itself be helpful towards miti¬ 
gating a country's balance of 
payments difficulties. In any 
case, in the current context of 
the scope that exists for inter¬ 
national banking to activate 
the flow of capital across na¬ 
tional frontiers, it would be a 
wholly justifiable enterprise on 
the part of the government of 
India to frame a policy which 
encourages both foreign banks 
operating in our country, and 
our own banks which would go 
out into the world to play their 
role in international banking. 


The South Indian Bank Limited 


The South Indian Bank Limited 
was incorporated on January 25, 
1929, by a group of prominent 
businessmen of Trichur in 
Kerala slate. With 44 shareholders 
and a paid-up capital of only Rs. 
22,000, it started functioning on 
January 28, 1929. Thanks to the 
excellent support and co-operation 
it received from the public, the bank, 
had slow but steady growth. By 


1944, its paid-up capital grew up 
to Rs. 0 77 lakhs and by 1947 it 
rose to Rs, 8-75 lakhs. The deposits 
of the bank also increased corres¬ 
pondingly. The progress statement 
given below tells the story of its 
growth to its present position as the 
largest scheduled commercial bank 
in the private sector, registered in 
Kerala. 

The bank has now a net-work 

Progress Chart 


of brandies in the states of Kerala, 
Tamilnadu, Karnataka and Pondi¬ 
cherry and a branch in New Delhi. 
It has plans for opening new branches 
in all the metropolitan cities Of 
India. With a view to extending 
banking facilities to villages, the 
bank has opened a large number of 
branches in places which previously 
had no banking offices. 



1929 

1939 

1.959 

1969 

30-6-1974 

Paid-up capital & Reserves 

Deposits 

Advances 

Brandies 

Number of employees 

Total working capital 

23,000 

2,51,000 

2,22,000 

l 

3 

3*11,000 

90,000 

6,47,000 

5,81,000 

28 

9,1.3,000 

21.59,000 

5,57,90,000 

3,38,82,000 

30 

373 

6,76,28,000 

30,60,000 

13,06,17,000 

9,50,10,000 

78 

891 

16,36.5!,000 

35,01,000 

24,64,75,000 

16,51.20,000 

117 

1,071 

28,60,75.000 
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Foreign Banks—Business hi India 

(Amount in lakhs of rupees) 


Last Friday/Friday 

Num¬ 
ber of 
report¬ 
ing 
banks 




Demand and time liabilities 





Aggre¬ 

gate 

Depo¬ 

sits 

(5+10) 



Demand 





Time 


Total 

Deposits 

Borrow- 

-ings 

from < 
banks 

Others 

Total 

Deposits Borrow- 

Other 

Inter¬ 

bank 

Others 

Inter¬ 

banks 

Others from 
banks 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 11 

12 

1960-61 

15 

217,85 

116,72 

7,62 

96,25 

7,72 

5,13 

131,52 

3,04 

121,60 4,48 

2,40 

1965-66 

15 

342,42 

162,72 

2,67 

137,42 

15,68 

6,96 

228,01 

43 

212.01 .13,20 

2,38 

1969-70 

15 

491,39 

201,32 

3,99 

169,41 

14,64 

13,28 

330,47 

82 

321,99 4,00 

3,67 

1970-71 

15 

552,07 

226,38 

3,96 

194,14 

10,50 

17,78 

372,43 

37 

357.93 40 

13,73 

1971-72 

14 

627,67 

244,18 

4,31 

214,26 

5,66 

19,96 

424,72 

14 

413,41 - 

11,17 

1972-73 

13 

690,63 

265,70 

4,09 

226,93 

8,61 

25,17 

475,08 

67 

463,70 20 

10,51 

1973-74 

13 

769,79 

317,35 

6,12 

263,98 

7,29 

39,97 

517,02 

13 

505.81 — 

11,07 

October 25. 1974 

13 

810,73 

329.27 

8,17 

271,72 

10,29 

39,09 

549,96 

13 

539.01 15 

10,66 


Borrowings from Reserve 

Borrowings from State 

Cash in hand and 

Balanc- Invest- 

Money 


Bank 


Bank and/or a notified 

balances with Reserve 

es with ments at call 






bank 



Bank 


other in Gov- ; 

xnd 

























Total 

Against 

Others 

Total 

Demand 

1 Time Total 

Cash in 

Balanc- 

in securi- 

notice 



usance 






hand 

cs with 

current ties 




bills 







Reserve 

account 




and/or 







Bunk 





promi- 












ssory 












notes 











13 

14 

15 

16 

17 

18 

19 

20 

21 

22 23 

24 

1960-61 

22,77 

21,67 

uo 

86 

86 

_ 

12,18 

2,42 

9,76 

1,40 40,46 

12,19 

1965-66 

1,14 

10 

1,04 

11,19 

5 

11,14 

16,36 

3,55 

12,80 

2,56 94,27 

15,51 

1969-70 

13,40 

1,19 

12,21 

8,86 

14 

8,72 

20,39 

5,16 

15,22 

3.91 126,10 

11,06 

1970-71 

30,67 

1,98 

28,69 

8,14 

10 

8,04 

24,40 

5,52 

18,88 

6,01 152,61 

8.99 

1971-72 

14,43 

— 

14,43 

9,29 

— 

9,29 

27,05 

6,13 

20,93 

7,11 171,45 

15,94 

1972-73 

2,30 

40 

1,90 

10,29 

76 

9,53 

28,96 

6,89 

22,07 

8,92 199,20 

31,78 

1973-74 

39,29 

5,47 

33,82 

12,87 

4,68 

8,19 

— 

7,31 

—, 

8.18 234,70 

6,91 

October 25, 1974 

421,10 

10,50 

10,60 

9,59 

1,49 

8,11 

— 

8,48 

— 

10,38 263,40 

5,77 





Assets 





19 

23 

25 





Bank 


Credit 






Total 

Advances 


Bills Purchased and 

As percentage of 



(26-4-28-h 

■>o\ 




discounted 


aggregate deposits 




r 

Loans, cash Due from 

Inland 

Foreign 






credits and banks ; 









overdrafts 









25 

26 

27 

28 

29 


30 

31 

32 

1960-61 

233,95 

189,32 


19 

25,17 

19,47 

5,59 

18.57 

107:39 

1965-66 

281,54 

251,34 


1,77 

17.60 

12,60 

4,68 

26.98 

80.57 

1969-70 

410,32 

333,70 

2,30 

25,44 

51,18 

4,15 

25.66 

83.50 

1970-71 

463,68 

367,96 

2,25 

35,84 

59,88 

4,42 

27.64 

83.99 

1971-72 

497,47 

373,64 


1,38 

63,99 

59,84 

4.31 

27.31 

79.26 

1972-73 

510,78 

352,97 

*■ 

K52 

80,96 

76,85 

4.19 

.28.84 

73.96 

1973-74 

577,13 

429,28 

2,07 

63,46 

84,39 


30.49 

74.97 

October 25, 1974 

626,13 

450,57 

2,26 

80,72 

94,83 


32.49 

77.23 
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SERVICE WORLD-WIDE 

MERCANTILE BANK LIMITED 

(Incorporated in England — Liability of Shareholders Limited) 


Undertakes banking transactions of all kinds through its net-work of branches and correspondents 
Located in all main financial centres of the world. 

In Tndia we shall be happy to give you personal attention at any of our many branches in Bombay, 
Calcutta, Madras, New Delhi and Delhi. 

52/60, Mahatma Gandhi Road, Bombay-1 
8, Netaji Subhas Road, Calcutta-1 
31, Dalhousie Square, Calcutta-1 
16, North Beach Road, Madras-1 
E-Block, Connaught Place, New Delhi-1 
Chandni Chowk, Delhi-6. 


THE BRITISH BANK OF THE MIDDLE EAST 

(Incorporated in EngUmd-Linbillty of Shareholders Limited) 

Or. Dadabboy Naoroji Road, Fort, Bombay-1 

MEMBERS OF THE 

HONGKONG BANK GROUP 

WHICH INCLUDE 

THE HONGKONG AND SHANGHAI BANKING CORPORATION 
THE HONGKONG BANK OF CALIFORNIA 
THE BRITISH BANK OF THE LEBANON, SAL 
THE HANG SENG BANK LIMITED, HONG KONG 
HONG KONG FINANCE LIMITED, AUSTRALIA 
WARDLEY CANADA LIMITED, CANADA* 

THE BANK OF IRAN AND THE MIDDLE EAST. 
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Banks and personalised service 

An interview with Hr J. Krishnatrey, Chairman, the Narang Bank of India Ltd. 


Q. Do you think that since 
1969 the private sector hanks 
have progressed at a much fas¬ 
ter pace than the nationalised 
bairns? If so, what are the 
basic reasons for this improved 
performance? 

A. Yes. It is true that the 
banks in the private sector 
have progressed at a much 
faster pace than the nationa¬ 
lised banks. The deposit 
mobilisation by the private 
sector banks since 1969 has, in 
percentage terms, been far 
better than that of nationa¬ 
lised banks. There are a 
number of reasons for it and 
the most important of them, 
in my view, is the personalised 
service which the private 
sector banks are in a position 
to render to the public. This 
in turn is made possible by 
better management of the 
banks’ affairs by their boards. 

Management by objectives 

It is widely known that the 
principle of management by 
objectives is being more effec¬ 
tively observed by the boards 
of the private sector banks 
than the boards of nationa¬ 
lised banks. The nationalised 
banks have certainly not been 
able to set the pattern of 
conducting management by 
objectives, as stated above, 
which is so vital for promo¬ 
tional purposes. That is why 
it has not been possible for 
them to show better results 
and render better public ser¬ 
vice, etc. I give highest im¬ 
portance to the personalised 
service which has helped pri¬ 
vate sector banks to grow and 
this has been my personal ex¬ 
perience too. 

As you are aware, 1 took 
over the chairmanship of the 
Narang Bank of India Ltd., 
in November last year. Ear¬ 
lier to this, for some period of 
time I was with Reserve Bank 
of tndia, where during a 
period of three to four 
months, numerous complaints 
about the working of the 
nationalised banks, involving 

EASTERN ECONOMIST 
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Mr S.P, Chopra, Senior 
Assistant Editor, Eastern 
Economist\ Interviewed 
Mr Krishnatrey on 
February 26,1975* 
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a variety of issues such as 
disregard of the instructions 
of the customers and the 
quality of services, etc. came 
to my knowledge. 

Also, the private sector 
banks have put up an improv¬ 
ed performance because of 
the special facilities which 
they are able to offer to the 
clientele. For example, special 
incentive schemes for the 
customers and the staff have 
been formulated by most of 
the private sector banks. 
Moreover, the private sector 
banks are permitted to offer a 
better rate of interest on de¬ 
posits—1/4 per cent to 1/2 per 
cent above those offered by 
the nationalised banks under 
the diffetential interest rate 
scheme of the Reserve Bank 
of India, which Was introduced 
in the past, suspended for a 
while and re-introduced recent¬ 
ly. Obviously,the Reserve Bank 
of India has found that smal¬ 
ler banks find it difficult to 
compete with medium size 
and big banks in attracting de¬ 
posits because of higher rate 
of interests. The scheme bene¬ 
fits the private sector banks 
only and that has been so in 
the past also, since the 
nationalisation of 14 com¬ 
mercial banks. 

Q. Is this 1/4 to 1/2 per 
cent premium a big enough 
incentive? 

A. Yes. but that is not 
all, although it is certainly a 
big incentive for the custo¬ 
mers. For example, during 
the past four months, the de¬ 
posit growth-rate of the Nar¬ 
ang Bank of India Ltd. has 
been 8 to 9 per cent and the 
differential rate scheme„ has 
much to do with this impres¬ 
sive rate of deposit mobilisa¬ 
tion. Then the private sector 
banks do offer special facili¬ 


ties: to the clients such as 
payment of interest on their 
long-term deposits on month¬ 
ly ba$i$; easy loan facilities 
in case of need, etc. 

Q. What kind of incen¬ 
tives are provided to the staff? 
Is’nt a small bank in the C 
category paying lower emolu¬ 
ments to a worker in relation 
to an A category bank? 

A. In a ‘C* class bank, 
the basic wage may be lower 
than that of an ‘A’ Class bank 
but the rate of dearness allow¬ 
ance is the same as it is linked 
with the consumer price index. 
In the Narang Bank of India 
Ltd., incentive schemes are 
still to be evolved but in an¬ 
other private sector banks in 


Uttar Pradesh which I manag¬ 
ed for about five years, some 
incentive schemes were moot¬ 
ed. In 9ome of the banks, 1 
understand, merit certificates 
are given to outstanding 
workers. The workers are 
also given lumpsum payments 
for mobilisation of deposits, 
in approved proportions. 

Q. Both the public and 
private hanks are governed by 
the Reserve Bank of India in 
regard to advances. Do the 
private banks get any preferen¬ 
tial treatments in this regard? 

A.' No. Certainly not. But 
the banks in private sector 
are in a position to take quick 
decisions on matters concern¬ 
ing advances. A company 


The secret of 
doubling your 
savings if 


Two magic figures JhoM the 
secret of doubling your savings 
with Now Bank I 
IS i.s. in |ust 7 yaars 
1 month your aavinga bacomo 
double of what you put in 1 
Invest your aavinga in our 
'Double your Monsy'Certificates 
For details please enquire at any of 
our branches spread all over India. 



THE NEW BANK OF INDIA LTD. 


M. U OHOOT 
General Manager 


T. A. TOil 
Chairman 
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irhicb came to me for accom¬ 
modation up to Rs 15 Iakb$ f 
^referred to deal with a small 
>ank even though it had its 
fcgular banking in a nationa- 
ised bank with Head Office in 
Calcutta. This bank would 
teed minimum of five to six 
veeks to give its decision. 
While I gave my decision 
within half-an-hour's-time. 
Herein lies the superiority of 
the private sector banks. 
Even in the case of a nationa¬ 
lised bank with head office in 
Delhi, red tap would delay 
the decision unduly. 

Prompt service 

It is because of this promp¬ 
tness in service that this 
small bank is getting some of 
the most sought after accounts 
in this city. 

Let me recount to you an¬ 
other incident from my per¬ 
sonal experience. In a town 
in Uttar Pradesh where I was 
General Manager of a private 
sector bank, there were three 
branches of public sector 
banks and our bank in the 
same block of buildings. Both 
in regard to deposits and ad¬ 
vances, this private sector 
bank scored over all the 
three branches of public 
sector banks. This has mainly 
been due to, as I observed a 
litrie while ago, efficient handl¬ 
ing of various portfolios of 
the bank. 

Q. This Is indeed very en¬ 
couraging. Is it your daily ex¬ 
perience? 

A. Yes. Here is another 
application from another busi¬ 
ness firm of repute for accom¬ 
modation up to five lakhs of 
rupees. Clearance in this re¬ 
gard has been given within 
five minutes. If the same 
party had gone to the public 
sector bank, who would have 
even bothered about the need 
of the customer? 

Q. You have experience 
of the working of both the pub¬ 
lic and private sector banks. 
Do you think, the management 
of private sector banks is more 
economical? 

A. Yes. Private sector 
banks minimise wastage 
through control on expendi¬ 
ture and other measures such 


as devoting personal attention 
to explore tne possibilities of 
cutting down fcvofdrible and 
waatfull expenditure. Forex- 
ample this bank has four branc¬ 
hes and for each one of them, 
ceiling on expenditure has 
been fixed. I wonder if such 
a step could possibly be taken 
by any nationalised bank in 
the country. 

Q. What are the total de¬ 
posits of this bank? 

A. At the end of 1974, the 
total deposits were Rs 86 
lakhs. 

Q. Why have you been 
sent by the Reserve Bank to 
manage this bank? 

A. To give it a profes¬ 
sional look. The board 4 of 
directors has been changed 
ancl it is now being run in a 
business-like manner. 


it clear in Parliament that the 
^government had no Intention 
of nationalising them. This 
is indeed a very healthy deci¬ 
sion. Nationalising all the 
banks is not going t6 serve 
any useful purpose. 84 per 
cent of all the bank deposits 
are already nationalised. Of 
the balance, U per cent is 
commanded by the foreign 
banks. So the share of the 
private Indian banks is cer¬ 
tainly very small. 

Q, What is the future of 
these private sector banks? 

A. Very good future. If 
I am not divulging any secret, 
most of the people in the 
banking circle feel that it may 
not be good to eliminate the 
private sector banks and no 
worthwhile purpose would be 
served, if that is done. 


fiyes, their seperate existence 
should continue and will be 
hdpfttl to the nation and this 
is my personal view too. 

Q. In the light of your ex¬ 
perience in banking, will you 
suggest that the number of 
private banks should be increase 
ed or should be stay put? 

A. As it is, there is no 
possibility of increasing, the 
number of private sector 
banks. At best, there is some 
scope for consolidation. For 
example, there are many unit 
banks—banks which have 
only one operating office. 
There are about five or six 
such banks. They could cer¬ 
tainly be merged with other 
banks. Similarly, the non- 
sched uled banks should be 
merged with other banks The 
unit banks—a majority of 
them—are not viable. 


Q. Are you also under 
compulsion to advance funds to 
priority sectors as is the case 
with the public sector banks? 

A. Yes. we also have our 
allocation to these priority 
sectors. We abide by the 
Reserve Bank directives in 
this behalf. 

Q. Do you think the pri¬ 
vate sector banks have a part 
to play in our economy and 
thatthey should not have been 
nationalised? 

A. Yes. I think there 
should be competition bet¬ 
ween the two sets of banks. 
Only in this way banking 
can expand in this country in 
a healthy manner. In fact it 
would be no exaggeration if 
I say that the banks in the 
private sector have/had been 
having a better regional/area 
approach and have been/and 
are very useful to the com¬ 
munity they are serving. Thus, 
a man in the street is being 
looked after and cared for in 
a much better way by the 
private sector banks than 
nationalised banks. 

Q. Supposing in another 
five years, these private sector 
banks overtake some of the 
public sector banks in deposits. 
What happens then? 


From time to time much 
thought has been given to the 
question of merger of smaller 
banks with the bigger one. 
But it is felt that so long as 
these banks are run according 
to the directions of the central 
banking authority and in con- 
sonence with national objec- 


Then there was a proposal 
to merge the private sector 
banks operating in UP. It 
appeared to be a good pro¬ 
posal though for some un¬ 
known reasons it did riot 
come through. Personally, I 
am in favour of consolida¬ 
tion. 






BHARAT OVERSEAS BANK LTD. 

Registered Office: 

"Oxford House", Mount Road, 
MADRAS-600 006 


Authorised Capital Rs. I Crore 

Subscribed A Paid-up Capital; Rs. 50 Lakhs 

A Scheduled Bank in Joint Sector 
Formed by a Nationalised and 
Six Non-Nationalised 
Scheduled Banks. 

Chairman : 

P. V. SESHAGIRI 

A. I think, the other day 
the union Finance minister, . 

Mr C. Subramaniam, made 



' 8ASTSRN BfONOMIST 


705 


MARCH 21,1975 



Private sector banks : vigorous 

Jacob Katltetb. B,A. B,L. 


More titan five years have 
elapsed since the 14 major 
banks in the country have 
been nationalised. More than 
80 per cent of the organised 
banking is now in the nation¬ 
alised sector. There has been 
a great deal of discussion on 
the working of the nationalised 
banks and it is good to find 
that nationalised banks have 
been able to keep up the 
tempo of growth during the 
past five years. It would 
appear, however, that the 
services rendered by the banks 
in the non-nationalised sector 
are not being properly high¬ 
lighted. The banks i n the non¬ 
national iscd sector are also 
showing vigorous life and sub¬ 
stantial progress. The table 
alongside indicates the trend of 
growth of banks in the private 
sector as compared to banks 
in the other sectors. 

It is apparent from the 
above statement that these 
non-nationalised banks are 
also forging ahead at a rate 
even faster than those of the 
nationalised banks. 


Chairman, South 

private sector was to make a 
comparative study of the 
banks in the public and private 

Trend of growth of Banks 

(in crores) 


Deposits on 


18-7-1969 30-6-1974 
State Bank 

Group 1259.60 3007.80 

Nationalised 

banks 

2627.40 5927.00 
Other scheduled 
banks* 274.10 919.30 

Foreign banks 469.20 796.50 


4630.30 10650.60 


Non-scheduled banks 17.67 


* Does not include deposits 
of 6 banks which have be¬ 
come scheduled banks sub¬ 
sequent to 18-7-1969. 


Indian Bank Ltd 

sectors, these restritions which 
make the activities of the 
private sector banks very 
much restricted leave little 
room or scope for such 
comparative study. 

When legislation is brought 
in, taking into account all-India 
consideration, government fi¬ 
nancial policy, etc, the inte¬ 
rests of the individual banks 
are sometimes sacrificed. It is 
very often forgotten that all 
the big banks now functioning 
in the country, under the na¬ 
tionalised sector, have been 
at a time very small banks 
with small resources. It has 
been possible for those banks 
to develop and grow into for¬ 
midable financial institutions 
of the country because they 
were able to direct the activi¬ 
ties of those institutions more 
or less freely, changing its poli¬ 
cies according to its individual 
requirments and without jeo¬ 
pardising the larger interests of 
the country. 


Vijaya Bank Ltd 



, ; : ■ « 

When general regulation 
and legislations are brougi 
in, individual banks wit 
comparatively small resource 
find it very difficult t 
adjust their activities in sue] 
a manner as to enable them t< 
grow fast. Regulations an< 
restrictions may be necessar 
in a controlled economy. Btfi 
these regulations and restric 
tions should be imposed ir 
such a manner that the smalle 
institutions are allowed to liv< 
and prosper. Greater consi 
deration will have to be showr 
to the smaller institutions while 
general policies are enunciat¬ 
ed. It is not proposed here hi 
discuss in detail the specific 
problems facing the bank 1 
represent or the banks in 
general. But when private 
sector banks are allowed to 
function, they should be given 
some amount of freedom to 
frame their own policies as 
long as they are not detrimen¬ 
tal to the general interests of 
the country as a whole. 


What is actually the differe¬ 
nce between nationalised and 
non-nationalised banks? Non- 
nationalised banks are stated 
to be in the private sector, but 
their activities are, to a very 
large extent, controlled, direc¬ 
ted and guided by the central 
banking authority. In fact, it 
is not correct to call them 
banks in the private sector. 
The rate of interest the banks 
can allow on deposits are fixed, 
the rate of interest they can 
charge on advances also are to 
some extent restricted. The 
nature and type of advances 
these banks could make are 
defined; similar is the case with 
the securities they could 
accept, the extent to which 
they could grant advances to 
piirticular sectors, and the li¬ 
mits that could be sanctioned*— 
are all regulated from time to 
time. The emoluments payable 
to those working in banks are 
also regulated by awards and 
agreements. If the idea of lea¬ 
ving certain banks in the 


Established during the year 
1931 in Mangalore as a small bank by 
a few enthusiastic and enterprising 
farmers of South Kanara District of 
Karnataka state, the growth of the 
Vijaya Bank was very slow for 30 
years. Till 1944, the area of operation 
was limited mainly to one district of 
Karnataka state i.c., South Kanara. 
The first branch outside the state was 
opened during 1944 at Bombay. 
The total deposits of the bank stood 
at Rs. 1 -44 crores at the end of 1961 
and total number of branches was 
only 21. The years 1959, 1960 and 
1961 were the critical years far the 
Bank. It was even suggested at that 
time that the bank should be merged 
with some other bigger bank. 


After the present chairman, Mr. M. 
Sunder Ram Shetty, became Honorary 
Chairman in May, 1962, the Bank 
gathered strength and momen¬ 
tum. Mr Shetty successfully nego¬ 
tiated the merger of Devanga Bank 
in 1963, Later, a series of mergers 
of eight more banks took place 
during the period 1963-67. By the 
end of 1969, the bank had progress¬ 
ed in all directions taking its total 
deposits to Rs. 13 2 crores and pro¬ 
viding additional employment to 
more than 800 persons. 

During the year 1969, when Mr Shetty 
became full-time Chairman, the banks 
were brought under social control 
by the ovemment. The Bank’s 


Administrative Office was shifted 
to Bangalore. During the course of 
these five years i.e., from 1969 to 
1973 the deposits have increased by 
about 515% i.c, from Rs. 13*2 
crores to Rs. 81.1.3 crores. Total 
deposits of the bank at the end of 
November 1974 was Rs. 90 35 
crores. 

I 

The bank obtained a licence to 
deal in foreign currencies in the year 
1971. It has already established, 
account relationship and agency 
arrangements with correspondents 
abroad and is now fully equipped tq 
deal in all kinds of foreign exchange 
business. 


Progress At a Glance 


(Rupees in lakhs) 


Year 

1961 

1.962 

1963 

1.964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 ‘ 

Capital 

9 1 

9*1 

9*2 

10 8 

11. 0 

U’l 

13 8 

13 8 

20 2 

43-8 

43*9 

59*6 

65 3 

Reserves 

3-1 

3-2 

3*4 

3-8 

40 

5 0 

60 

7 0 

8 0 

1.6 0 

26 0 

36 0 

45 o 

Deposits 

144 

1;81 

233 

397 

566 

843 

1.206 

1321 

1871 

2752 

4364 

5886 

8113 

Advances 

98 

114 

154 

246 

373 

550 

804 

nz 

1301 

1754 

2584 

3610 

5244 

Net profits 

0*3 

16 

0 8 

0-9 

1*7 

1-7 

18 

1.9 

4*6 

8 5 

14-9 

iiz 

146 

Dividend 

- * 2% 

5% 

5% 

5% 

6% 

6% 

6% 

6% 

8% 

10% 

12% 

12% 

12 ?.; 1 

Number of branches 

21 

21 

26 

52 

55 

63 

87 

89 

U4 

126 

.141 

184 

247 

Number of employees 

161 

176 

222 

421 

503 

689 

919 

982 

U60 

1462 

im 

2506 

3246 
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Lending k Helping Hand in 
Hatton’s prosperity Thru’ Banking.... 


Branches In Delhi, Haryana, Rajasthan, 
Uttar Pradesh, Himachal Pradesh and many 
other Centres of India to offer a wider 
scope of Banking Services. 


The Lakshmi Commercial 
Bank Ltd. 

Registered Office : 

H-Block, Connaught Circus, New Delhi. 

fSHAR SINGH BAJAJ 

Chairman 



THE 

CATHOLIC SYRIAN BANK 
LTD. 

Registered Office: 

TRICHUR. 

(A Scheduled Bank) 

Offers wide variety oj lending and 
Savings Schemes 

• 

Branches at Bombay, Bangalore, Madras and 
other Important centres in 
Kerala and Tamllnadu. 


• ”.y: - 

lAsm^mammsr 
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SAVINGS 

tour Way to 

HAPPINESS 


Kmm 


Why are people willing to set aside 
part of their income voluntarily as 
savings? Why are they willing to forego 
the pleasures they might enjoy by 
spending the money now as fast as 
they earn it ? There are numerous 
individual reasons for saving But 
underlying all of them is the desire 
to build something m the future 
security, peace of mind, happiness. 

| marriage, a home.a family,education, 
business opportunity or simply 
provision for the unknown 

Saving springs from the realization 
by intelligent human beings that 
many of the good things in life require 
money .and that the only way open 
to most of us to provide the needed 
money is to save it a portion at a time 



FOR SAVINGS 
AND SERVICE 

THE ORIENTAL BANK 
OF COHHERCE LTD. 

tMftOCK. CMMUOHT PLACE. 
NEW OELHMIOOOI 
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Towards social objectives 


if. 


R. C Suneja 

Assistant Ganaral Manager, Oriental Bank of Commarea Ltd. 


I JNDEJL the impact of nation- 
,1 economic problems private 
ector banking is undergoing 
process of transformation in 
11 dimensions of operation 
lereby strengthening the bank- 
g system. In fact, there was 
' awareness on the part of 
policy makers of bank nationa- 
isation that stubborn and 
normous national economic 
koblems such as concentra- 
ion of economic power and 
ikewed income distribution, 

t memploymcnt, regional im- 
jalauccs, inflation and produc- 
jon stagnation cannot be 

I olved by public sector banks 
ill on their own. Bank nationa¬ 
lisation merely aimed at har¬ 
nessing the resources of bank- 
ng system for the pur¬ 
pose of development with 
ocial justice. Even at the lime 


of nationalisation, the response 
of the banks in private sector 
to the multifarious economic 
needs of the community 
were not found to be halting 4 
or fitful. While spelling out 
the priorities and objectives of 
nationalisation the authors 
were aware of the Leading role 
that the private sector banks 
could play and had in mind 
what was expected of them and 
had the policy frame-work 
within which the private sector 
banks could operate with the 
following background. 

At the time of nationalisa¬ 
tion in 1969, out of 89 com¬ 
mercial banks 73 were schedu¬ 
led and sixteen were non- 
scheduled. Of the 73 schedu¬ 
led commercial banks, fifteen 
were foreign banks i.e. banks 


Advances to Agriculture and other Hitherto Neglected Sectors 
by Public Sector Banks 


r — 

June 1969 

June 1974 

I No. of Amount 

No. of Amount 


A/cs. Outstand- 

A/cs. Outstand 


ing 

ing 


Rs crores 

Rs crores 

11. Agriculture : 

I (a) Direct Finance* 

160020 40.20 

1630127 391.58 

(1.4) 

r 6 , 0 ) 

d (b) Indirect Finance 

4461 122.09 

208651 193.10 

(4.1) 

(2.9) 

2 . Small scale industres** 

50850 251.10 

201409 868.33 


(8.5) 

(13.2) 

3. Road transport 

2324 5.49 

63470 83.89 

operators 

( 0 . 2 ) 

(1.3) 

4. Retail trade and 

33241 19.37 

320700 117.68 

small business 

( 0 . 6 ) 

( 1 . 8 ) 

5. Professional and self- 

7769 1.91 

180173 29.74 

employed persons 

( 0 . 1 ) 

(0.5) 

6 . Education 

1477 0.80 

11733 3.49 

(-) 

( 0 . 1 ) 

Total (1 to 6 ) 

260162, 440.% 

2616263 1687.31 

(14.9) 

(25.7) 

I Total advances by these _ _ _ 

I banks 

3016.76 

2563.00 


** 

[Note 


Excludes advances to plantations other than develop¬ 
mental finance. 

No. of units. 

: Figures within brackets indicate the percentage to 
total advances of these banka. 


which were incorporated out¬ 
side India, of these thirteen 
are operating. 

On July 19, 1969 Indian 
scheduled banks with de¬ 
posits of Rs 50 crores 
and above were nationalised. 
With this the public sector 
banks consist of the State Bank 
of India and its seven subsidia¬ 
ries and fourteen nationalised 
banks. About 83 per cent of 
aggregate deposits and credit 
and 80 per cent of the number 
of offices are in the hands of 
the government. In the private 
sector there are 36 Indian 
scheduled banks which account 
for about 6 per cent of total 
deposits. Foreign banks are 
mostly concentrated in foui 
metropolitan cities namely, 
Bombay, Calcutta, Delhi and 
Madras. 

Six years are certainly a short 
period for judging the perfor¬ 
mance of banks in regard to 
the objectives of bank nationa¬ 
lisation and of private sector 
banks. However, the structure 
of the banking system as 
it exists today as a result of 
collaboration of private sector 
and public sector banks 
can be said as truly great. 

The following performance 
review of the public/private 
sector banks would be of in¬ 
terest to all concerned. 

The principal objectives of 
agricultural development in 
India’s successive five-year 
plans have been to achieve 
self-sufficiency in foodgrains, 
to increase agricultural pro¬ 
duction to meet the needs of 
industry and export, to diversi¬ 
fy the rural economy with 
stress on animal husbandry, 
dairying and fisheries and to 
improve the levels of living of 
the farming community who 
form the bulk of the popu¬ 
lation. 

Planning for agriculture 
itself is extremely difficult even 
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if sizable financial resources 
are, made available and a 
sound organisational set-up 
is created. This is .mainly 
because of our country’s vast¬ 
ness and the spread of farmers 
over 5,67,00() villages along 
with their small and scattered 
holdings. 

Apart from the direct finan« 
ce, the commercial banks have 
found it possible to help agri¬ 
culture by providing finance 
to electricity boards to enable 
them to help energisation of 
minor irrigation sources 
(Rs 83.81 crores), by finan¬ 
cing distribution of fertilisers 
(Rs 43.83 crores) and other 
agencies concerned with the 
development of agriculture 
(Rs 33.83 crores) in addition to 
financing cooperatives to the 
extent of Rs 16.64 crores in 

The h|ew Bank of 
India Ltd 

The year 1974 was a year of credi¬ 
table achievements for the New 
Bank of India Ltd., as it crossed its 
deposit target of Rs. 100 crores. 
The Bank reported all-round progress 
in almost all spheres of its. activities 
exceeding the previous year’s record 
performance. 

The deposits reached Rs. 109 82 
crores at the end of 1974, against 
Rs. 84 -46 crores at the end of 1973. 
This represented a growth of 30 02 
per cent which compared very favo* 
urably with the all-India average. 

Advances at Rs. 60 46 crores 
represented an increase of about 18 
per cent over the preceding year. 

At the end of 1974, the New Bank 
of India Ltd., was the second largest 
bank among the non-nationalised 
banks in the country. 

During 1974, the Bank issued 
right shares at par in the ratio nf 1. 
for 2, thus raising the paid-up capital 
from Rs 33 57 lakhs to Rs. 50*35 
lakhs. Reserves and carry forward 
stood at Rs. 74 64 lakhs to which 
provisions out of the profits for 1974 
were still to be added. 

The Bank now serves its consti¬ 
tuents through its network of 37f 
branches spread all over India. 
During 1.975 the Bank expects to 
raise the number of its branches to 
200 . 
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the backward arevs where the 
cooperative structure has been 
found to be wjak, 

Minor irrigation purposes 
accounted for a major portion 
of the developmental loans 


provided hy the public sector 
banks (74.2 % of the accounts) 
followed by loans for acquiring 
tractors and other farm machi¬ 
nery (9.6% of the number of 
accounts and 27.8 per cent of 
the outstandings). In the 


Scheduled Commercial Banks—Variations in Selected Items 

(Rs crores) 


Outstanding as 
on March 31, 
1969 

Outstanding as 
on Jan. 17, 1975 
(Provisional) 

Demand deposits 

1975.5 

4855.7 

Time deposits 

2408.9 

6760.8 

Aggregate deposits 

4384.4 

11616.5 

Borrowings from RBI 

118.8 

79.8 

Cash and balances with RBI 

255.3 

813.6 

Investment in Govt. Securities 

1091.2 

2774.8 

Bank credit 

3463.6 

8076.9 ' 

Bills rediscounted under the new 



Bill Market Scheme 


168.1 

Gross bank credit (including) 



bills redisconnted) 

3463.6 

8245.0 


Branch Expansion of Public/Private Sector Banks 



No. of offices Increase 

Increase 

%of 


as 

on 

between in number column 




19.7.69 

of offices 

5 to 4 


19.7.69 

30.9.74 

and 

in rural 





30.9.74 

centres* 


l 

2 

3 

4 

5 

6 

a. State Bank of 
India 

b. Subsidiaries of 

1571 

3143 

1572 

706 

44.9 

SBT 

c. 14 nationalised 

894 

1670 

776 

382 

49.2 

banks 

4168 

9213 

5045 

2507 

49.7 

Total of Public 






Sector banks 
(a+b-hc) 

6633 

14026 

7393 

3595 

48.6 






d. Other Indian 

scheduled com¬ 
mercial banks 

1340 

3052 

1712 

746 

43.6 

e. Foreign banks 

130 

131 

1 

—1 

— 


f. Non-schedulcd 

banks 218 124 —94 —10 

Total of ail com¬ 
mercial banks 8321 17333 9012 4330 


48.0 


♦Rural centres—Places with population upto 10000 

N 
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{case of the private sector banks 
loans for tractors constituted 
the bulk (33.9%) while loans 
for plantations came next 
(28.6%). 

In order to help improve 
the economy of the agricul¬ 
turists, loans have been ad¬ 
vanced for activities allied to 
agriculture such as dairying, 
.poultry farming, piggery, bee¬ 
keeping, fisheries etc. These 
loans have accounted for Rs 
19.67 croics in 42872 accounts 
amongst the public and private 
sector banks. Provision of 
finance for allied activities is 
an important step to promote 
employment and economic 
viability of individual farmers. 

Farm finance 

The commercial banks in 
the public and private sectors, 
have helped 16,31,561 per¬ 
sons w'th agricultural finance. 
The average short-term loan 
per account worked out to 
Rs 594 in the case of private 
sector banks as against Rs 
1370 in the case of public 
sector banks. On the other 
’ hand, the average medium/ 
long term finance per account 
worked out to Rs 7306 in the 
case f private sector banks 
as against the corresponding 
figure of Rs 4691 in the case 
of the public sector banks. 


The role of the public sectoi 
banks in the agricultural sectoi 
has widely varied from regio? 
to region. While the southernK 
region accounted for the buikR 
of the accounts (57*4 per cent)© 
as well as in outstanding*!* 
(32.2 per cent), the share of] 
the north eastern region 
has been the lowest (0*6 per 
cent of accounts and 0*3 per 
cent of outstandings). The 
western region accounted for 
14.9 per cent and 28.3 
cent of the accounts and out¬ 
standings respectively. State- 
wise, maximum advances have 
been granted in Maharashtra 
(18.1 per cent) followed by 
U.P. (13.1 per cent), Tamil 
Nadu (12,7 per cent), Gujarat 
(10 per cent), Andhra Pradesh 
(9.5 per cent) and Karnataka 
(9.3 per cent). Public sector 
banks should lay greater stress, 
as a deliberate policy, on the 
developmental needs of the 
north-eastern sector and other 
backward areas in the country. 


Of all the schemes formu¬ 
lated during post-nationali¬ 
sation period Lead Bank 
scheme is indeed the most 
important. The success of 
nationalisation itself hinges on 
the success of the scheme. The 
Lead Bank scheme lays down 
inter alia that there has to be 
a coordinated approach 
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25th Silver Jubilee Edition of 

HPJ KAPOOR’S INTEREST CALCULATOR 

by L. Hari Dass Kapoor 

NOW PROVIDES INTEREST RATES UPTO 80% 

, Delux Binding ... R*. 20 

(i) Internet on Dally Products (II) Interest on Principal 

For days and months 

For accurate and dependable calculations 
HPJ KAPOOR’S BANK READY RECKONER 

for Salaries ( D.A., P.F. and Overtime ... Rs. 10 
HPJ KAPOOR'S PRODUCTS INTEREST TABLES 

tor Rates upto 80% ... ... Rs. 10 

HPJ KAPOOR'S S. F. INTEREST TABLES 

on monthly products—*% to 6% ... Rs. « 

and for Interest % 5% only (minimum order S copies) ... Re. 1 
Contact your Bookaaller or 

M/s. H. P. J. KAPOOR, 3081, Partap Street (Behind Qolcha), 
Subhash Marg, Delhi-11000#. 
Publishers of ‘A Course for CAIIB-Part-F 

by Prof. 6. S. Lali ... Ri. 28.00 
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FIRST NATIONAL CITY BANK 

• PROJECT FINANCING 

• MERCHANT BANKING 

• OVERSEAS JOINT VENTURE ASSISTANCE 

• FOREIGN CURRENCY LOANS 



Bank on ns for all your needs. 
Bombay — New Delhi — Calcutta — Madras 




r~ 


VUVV^VV^A/VWVVUA/VVVVVVVVWVVVVVWb 1 


^VW^VWUVWWb^A/VWWVVW\#VWWWV 


With best compliments from 


THE BANK OF TOKYO LTD. 

| We offer you our Best and Efficient services | 
| for ail types of your Inland and International | 
| Banking Requirements through our network of $ 
1 55 Overseas Offices, 20 Representatives, hund- ? 
? reds of Correspondents all over the world. ? 


At Your Service 


OFFICES IN INDIA : 


New Delhi Office: 
Jeevan Vihar. 
Parliament Street. 


Bombay Office : 

Pheroze Shah Mehta Road, 
Fort, Bombay. 


Calcutta Office : 

2, Braboume Road, Calcutta. 


Banque Nationale de Paris 


a FRENCH Bank established in INDIA 
for more than a century. 
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_ RUPEE 


We'll multiply them for you. 



i 


You can make every rupee you have 
to spare, save more rupees for you. 
Start a savings account with us. 

Or put your money in fixed deposit. 
If you are a regular saver a recurring 
deposit account might suit you best. 
For full details on all our services 
contact your nearest FSB branch. 
THE PUNJAB & SIND BANK LTD. 
(Regd. Office : Hall Bazar, Amritsar) 
Central & Administrative Office 
H-Block, Connaught Circus, New Delhi-1 
Chairman : Inderjit Singh 


Now Is the high time to Save ! 
EARN INTEREST 
UPTO 

xo% 

On your Deposits 

SPECIAL FEATURE : 

We offer increased interest even on nnexpired 
term deposits. 

THE JAMMU AND KASHMIR 
BANK LIMITED 

Registered Office: 

. Residency Rond, SriBagar-K»shmir. 
Central Office: 

Bagh Magharmal, Srinagar-Kashmir. 







THE NARANG BANK OF INDIA LTD., 

Established 1043 

A Scheduled Commercial Bank 
Regd. Office : 

3/16, Asaf All Road, New Delhi-110001. 

Banking business of all 
descriptions undertaken. 

Interest on Savings Bank 5i% 

Better interest rate on Fixed Deposits. 

Sub-Member of Delhi and New Delhi 
Clearing Houses. 

The Bank forges ahtad with renewed 
Vigour A Confidence. 

Branches : 

Now Delhi. Phagwara, Bead, NawabganJ, 

(J. Krlshnatrey) 

Chairman. 
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among banks both private 
sector and public sector to 
identify bankable propositions 
and formulate them into 
viable schemes which could 
help weaker sections of society. 

The public sector banks 
have been designated as Lead 
Banks for various districts in 
the country. For the private 
sector banks there may not be 
lead regions under the 
scheme but they are equally 
enthusiastic about developing 
their business in the districts 
in the national interest and 
have contributed their effort 
in activating the District 
Consultative Committees 
where the role of each finan¬ 
cial and non-financial institu¬ 
tion is determined. The task 
of implementing the District 
Credit Plans is no doubt gigan¬ 
tic, yet the private sector banks 
have a coordinated approach 
in impiementating them on the 
basis of mutual understanding. 
Banking has come of age 
To sum up, the Indian 
banking system has come of 
age. We have State Bank of 
India group, nationalised 
banks, other scheduled com¬ 
mercial banks, foreign banks, 
non-scheduled banks all with 
17333 branches in addition to 
25 state cooperative banks. 
To many of our friends 
abroad, accustomed to a few 
similar, highly centralised and 
controlled institutions or 
banking systems it may appear 
a hodge-podge. On the con¬ 
trary we have a remarkably 
smooth, silent, efficient flow 
of banking business and 
interchange of information. 
Wc have welded our banking 
system in such a way that 
public pays little attention 
and actually knows little of 
many types and kinds of banks 
which make up our system. 
They know only that it func¬ 
tions and functions well. 


Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to dean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

rht vtiMtlli floor-covering ■ for bettor living 

India Linoleums Ltd., 

TX>. Bktapor, 14 Parganat, West Bengal. , 
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TRADE 

WINDS 


i National Commission 
| on Agriculture 

| thf national Commission 
!■ on Agriculture has submitted 
| two interim reports to the 
i union government on (i) Agri¬ 
cultural Price Policy, and (it) 
certain important aspects of 
l' Marketing and Prices of Cot- 
f ton, Jute, Groundnut and 
i Tobacco. The Commission had 
| earlier submitted 21 interim 
| reports covering different a$- 
{ pects of agricultural develop¬ 
'd ment. With the submission 
; now of two more reports, the 
? series of interim reports is 
j complete. The Commission 
\ is now engaged in drafting its 
, final report. The more impor- 
; tant recommendations made 
: by the Commission in those 
i two interim reports arc bric- 
I fly given below. 

The Commission, in its 
interim report on Agricultural 
Price Policy, has indicated 
its approach to price policy for 
both food and commercial 
crops and the entire package 
of support price, procurement/ 
purchase price, procurement 
and distribution of cereals 
and such aspects of food policy 
as are relevant to price policy. 
The report also deals with the 
arrangements for advising the 
government in the matter of 
agricultural price policy. The 
Commission has emphasised 
the need for assuring remunera¬ 
tive prices to the farmers with 
a view to encouraging invest¬ 
ment in agriculture and adop¬ 
tion of modern technology. At 
the same time, it has stressed, 
the price policy should facili¬ 
tate growth with stability and 
should be formulated keeping 
in view its impact on the econo¬ 
my as a whole. 

In the other interim report, 


the Commission has made a 
broad assessment of some as¬ 
pects of the marketing structure 
for four important commodi¬ 
ties, Cotton, Jute, Groundnut 
and Tobacco, in the light of 
likely trends in production and 
demand over the coming years 
and the prevailing patterns of 
market arrivals. 

The Commission has 
noted that these commodities 
are subject to considerable 
year to year fluctuations 
in production and prices, 
which are harmful to 
sustained production effort, 
and that the middlemen 
through their hold on the mar¬ 
ket mechanism continue to 
exploit the farmers. It has sug¬ 
gested various measures to 
facilitate marketing of these 
commodities and to stabilise 
their prices, so that, on the 
one hand, the cultivators are 
assured of reasonable returns 
on their investment and, on 
the other, the economy bene¬ 
fits from stable prices and sup- 
ply. 

The Commission has sug¬ 
gested that the Agricultural 
Commodity Corporation of 
India, the establishment of 
which has been proposed in the 
interim report on Agricultural 
Price Policy, should deal with 
the marketing aspects of oil¬ 
seeds. It has also recommended 
that the proposed Tobacco 
Board should be entrusted with 
the responsibility of stabilising 
the prices of various grades of 
tobacco. The Commission 
has emphasised that all the 
commodity corporations (i.e. 
Cotton Corporation, Jute Cor¬ 
poration, Tobacco Boarcji and 
Agricultural Commodity Cor¬ 
poration) should be equipped 
with adequate financial and 
physical resources to enable 
them to gain a commanding 


position in the respective com¬ 
modity markets. 

Aluminium Distribution 

The government imposed on 
March 16, a statutory control 
on the distribution of all varie¬ 
ties of aluminium metal. There 
was earlier price control on 
aluminium and informal distri¬ 
bution control on EC grade 
aluminium only. A special 
controller has now been ap¬ 
pointed in the Department of 
Mines and Metals to ensure 
effective distribution of the 
metal under the Essential 
Commodities Act. The con¬ 
troller will look after the 
distribution of both EC and 
CG grades of aluminium. He 
has been asked to ensure that 
producers supply the metal to 
allottees according to priori¬ 
ties laid down by the govern¬ 
ment. Aluminium metal has 
been in shortage for some time 
now. The government had 
issued the Aluminium Control 
Order in 1970. In spite of this 
the problem of effective distri¬ 
bution, according to priorities 
could not be ensured. 

The union government has 
also decided to look into the 
alleged widespread bypassing of 
the regulation concerning the 
manufacture of EC grade alu¬ 
minium. Although the industry 
as a whole is required to pro¬ 
duce EC grade aluminium at 
Least to the extent of 50 per cent 
of the total production, some 
of the manufacturers in their 
individual capacity are said to 
be not complying with this regu¬ 
lation. This leads to a short¬ 
fall in the supply of EC grade 
aluminium, which at a time 
when the total production has 
gone down sharply owing to 
severe power cuts, upsets the 
production schedules of alu¬ 
minium processing industries. 
The government expects the 
aluminium output during the 
next financial year to increase 
to 175,000 tonnes from the 
current year's figure of 127,000 
tonnes. The share of EC grade 
aluminium will be about 
87,500 tonnes. Minimum 
requirements of EC grade are 
however, for about 120,000 
tonnes. 

Chemical Prices 

Tbs State Trading Corpora¬ 
tion has COme out with a subs¬ 


tantial reduction in the prices 
of six more items of chemicals 
in order to liquidate its large 
stocks. The items are beta 
naphthol, VA monomer, 
LDPE, polypropylene, tita- 
mium dioxide and aniline oil. 
The cut in the prices ranges 
between Rs 1,000 and Rs 
5,000 per tonne. Beta naphthol 
is now priced at Rs 37,644 
against Rs 43,350, VA mono¬ 
mer at Rs 17,370 against Rs 
26,417, titanium dioxide at Rs 
19,000 against Rs 21,529 and 
aniline oil at Rs 20,318 against 
Rs 21,220 per tonne. The re¬ 
vised prices come into effect 
from March 15 and they are 
operative till March 31, 1975. 
The situation would be re¬ 
viewed afresh thereafter in the 
light of consumers’ demand and 
the availability of stocks. 
STC will offer these chemi¬ 
cals to the holders of release 
orders on first come first 
served basis. Those allottees 
who have already lifted the 
chemicals in the past against 
their release orders are not 
liable for fresh supply. 

UK Business Team 

A British business mission 
sponsored by the Birmingham 
Chamber of Industry and Com¬ 
merce (BCIC) arrived in New 
Delhi recently for a 12-day tour 
of India. The mission is led 
by Mr J.R. Stewart-Smith, 
Divisional Director and Steel 
Marketing Manager of Balfour 
Darwins Ltd, who manufac¬ 
ture hand tools, high-speed 
steels, alloy and carbon tool 
steels. With its wide diversity 
of light and heavy industries, 
the Midlands is regarded as 
Britain’s 'workshop’, with 
Birmingham as the capital 

The members of the mission 
represent firms supplying a 
wide range of capital goods. 
These Are: B &, S Massey 
Ltd, who make mechanical 
forging presses, trimming 
presses, die and free forging 
hammers ~ represented by 
their Export Manager, Mr 
C.M Massey; The Vaporma- 
tic Co. Ltd., who make replace¬ 
ment parts and accessories for 
agricultural tractors and im¬ 
plements — represented by 
their Sates Manager, Mr D.B. 
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Mitchell; Bell & Howell Ltd., 
fho make tranaducers for 
erospace, marine and indust- 
li\ uses, analogue tape re¬ 
orders and UV recorders — 
epresented by their Export 
lales Manager, Mr D. New- 
on-Smith; Charles Open- 
haw & Sons (Manchester? 
Xd>, who make “Openbrig” 
ubber offset printing blankets, 
amper covers, cylinder pack- 
ngs and pressroom chemicals 
-- represented by Mr M.K. 

f ive, Export Sales Direc- 
r; Inductotherm Europe 
.td., who make electric melt- 
ng furnaces — represented 
>y their Director and General 
Manager, Mr J.S. Perks; and 
Irookee (Oldbury) Ltd., who 
jroduce tube-making and work- 
ng machines, drawbenches, and 
utting, handling, tapering, bore 
>olishing and slitting machi- 
ics — represented by Mr 
LR. Teasdale, Export Sales 
executive. 

Indo-French Technical 
Cooperation 

The second meeting of the 
ndo-French Study Group on 
Economic and Techical Co¬ 
operation was held recently. 
The French delegation was 
cd by M. Larrera De Morel, 
Head of the Department of 
External Economic Relations 
in the French ministry of Eco- 
lomy and Finance and the 
Indian delegation was headed 
w Mr M.G. Kaul, Secretary, 
Department of Economic Aff airs 
in the ministry of Finance. 

The group noted the 
growing economic links 
nctween the two countries, 
both in the matters of trade as 
iho industrial collaborations. 
The group considered a num¬ 
ber of suggestions received 
from both sides for strengthen¬ 
ing economic and technical 
cooperation between the two 
countries and identified several 
areas in which it was felt that 
further cooperation between 
the two countries would be 
(fruitful. These are: (1) Tech¬ 
nical and industrial coopera¬ 
tion in exploration and pro¬ 
duction of oil and gas, particu¬ 
larly in, off-shore areas; (2) 
Fertilizers, petrochemicals and 
pesticides; (3) Power genera¬ 
tion and transmission; (4) Cer- 
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tain specific areas in the min¬ 
ing and utilisation of coal; 
(5) Transport industry includ¬ 
ing production of heavy vehi¬ 
cles and underground railway 
systems; (6) Telecommunica¬ 
tions and electronics including 
data processing; (7) Techno¬ 
logical and applied research 
in several fields. 

The group also discussed 
at length and agreed that 
there was a good scope 
for Indo-French coope¬ 
ration in the execution of in¬ 
dustrial projects as also major 
public work programmes and 
other infra structures in third 
countries. It was decided that 
both the governments would 
take steps to facilitate coopera¬ 
tion between industrial enter¬ 
prises of the two countries in 
undertaking such joint projects. 

Indo-Sri Lanka 
Agreement 

An agreement on Coopera¬ 
tion in the fields of Science & 
Technology between India and 
Sri Lanka was signed recently 
by Mr V.C. Shukla, minister of 
state for Planning, India and 
Mr T.B. Subasinghe, minister 
of Industries and Scientific 
Affairs, Sri Lanka. The agree¬ 
ment provides for exchange of 
scientific and tehnical delega¬ 
tions, exchange of scientists, 
research workers, specialists 
and lecturers, exchange of 
technical documentation and 
information and arrangement 
of scientific and technical semi¬ 
nars on problems of common 
interest, it also includes joint 
identification of scientific and 
technical problems and exami¬ 
nation and approval of joint 
research programmes leading 
to application in industrial and 
agricultural production, pub¬ 
lic health, housing, transporta¬ 
tion and communication. Joint 
introduction of various techno¬ 
logical processes in industry, 
agriculture and other fields is 
also provided for in the agree¬ 
ment. 

The cooperation between 
the two countries will be 
realised under this agreement 
on the basis of the implemen¬ 
tation programmes which will 
specify the range, subject and 


forms of cooperation including 
financial terms and conditions. 
Some of the areas to be consi¬ 
dered for cooperation under 
this agreement include Coco¬ 
nut and Tea Research, Rubber 
and Polymers, Matural Pro¬ 
ducts, Essential Oils, Pulping 
of Indigenous Woods for Paper 
and other uses. Cooperation in 
the fields of Bleaching Tech¬ 
niques, Purification and Up¬ 
grading of Graphite, Mica, 
llrncnite. KapLin, Rice Bran 
Oil Technology and Natural 
Vegetable Fibres will also be 
considered. 

Trade Delegation to 
Moscow 

A trade delegation led by 
the Commerce Secretary, Mr 
Y.T. Shah, left for Moscow on 
March 14, 1975 for talks with 
the Soviet authorities regarding 
the perspectives of the long¬ 
term. trade plan and a general 
review of Indo-Soviet trade. 
The current long-term trade 
plan for 1971-75 will expire in 
December 1975 and a new long¬ 
term plan for the next quin- 
quenium, 1976-80, has to be 
negotiated in the course of this 
year. Preliminary discussions 
on the subject were initiated 
some time ago. However, these 
Indo-Soviet talks mark the be¬ 
ginning of the intensive phase 
of these negotiations. It is 
expected that after one or two 
more rounds of duscussions in 
the course of the next three to 
four months, the long-term 
trade plan will be finalised. It 
may be recalled that Mr M.S. 
Patolichev, Soviet minister of 
Foreign Trade had recently in¬ 
vited Prof D.P. Chattopadhya- 
ya, union Commerce minister, 
to visit Moscow this year for 
signing the trade and payment 
agreement. Prof Chattopadh- 
yaya had tentatively accepted 
the invitation. During his visit 
to Moscow, Mr Y.T. Shah is 
having discussions with the 
Soviet authorities in the 
ministry of Foreign Trade, 
GOSPLAN, and other* state 
organisations. 

India’s trade with the USSR 
has increased significantly dur¬ 
ing the last five years. The total 
trade turn over between the two 
countries increased from Rs 


300 crores in 1971 to Rs $18 
crores in 1974. The trade pro¬ 
tocol for 1975 envisages a 
turn over of around Rs 750 
crores. It may be recalled that 
in November 1973, when 
Mr Brezhnev visited this 
country, the leaders of the two 
countries had envisaged a tar¬ 
get of doubling the trade turn¬ 
over between the two coun¬ 
tries in real terms by 1980. 

Electrical Equipment 
Industry 

The union government has 
decided to extend the special 
facility of diversification to 
the electrical equipment in¬ 
dustries covered under the 
Scheduled Industry No. *‘3- 
Equipment-(l) Equipment for 
generation, transmission and 
distribution of electricity in¬ 
cluding transformers ana (2) 
Electrical Motors’’. Any in* 
dustrial undertaking current¬ 
ly holding a licence for the 
manufacture of one or more 
items failing under the above 
scheduled industry, will now 
be eligible to undertake the 
manufacture of any other item 
falling under the same sub¬ 
schedule, within the overal 
licensed capacity for such 
items. However, this is subject 
to the following exceptions: 
(a) power generation equip¬ 
ment; (b) transformers (in¬ 
cluding CTs and PTs) and 
switchgears in the higher ranges 
above 220 KV; and (c) electric 
motors in the range above 
1000 HP. For availing this 
facility, interested parties may 
submit five copies of the 
application in form IL to the 
Additional Secretary, Depart¬ 
ment of Heavy Industry, Udyog 
Bhavan, New Delhi. 

It will no longer be neces¬ 
sary to go through the usual 
procedure for industrial ap¬ 
proval. The Additional Secre¬ 
tary in-charge of Electrical 
Equipment Industry id the 
Department of Heavy Industry 
has been authorised to receive 
applications for such diversi¬ 
fication and also to accord 
necessary approval to such 
proposals. The ministry of 
Industry and Civil Supplies 
has issued instructions that 
applications for diversification 
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should by dealt *rith speedily 
and the final disposal should be 
communicated to the appli¬ 
cant within two months. 

It may be recalled that in 
the context of government's 
policy to promote fuller utili¬ 
sation of existing capacity, the 
Ministry of Industry and Civil 
Supplies had announced, in 
March, 1974, special procedure 
for diversification in machinery 
industries, taking into account 
their distinctive features and 
potentials. This facility had 
been extended later to the 
machine tool industry as well 
in October, 1974. 

Export of Tyres and 
Tubes 

The export earnings from 
India-manufactured tyres and 
tubes went up from Rs 5.74 
crorcs in 1972-73 to Rs 7.49 
crores in 1973-74. Tyres and 
tubes manufacturing techo- 
logy in India has come to a 
stage of satisfying the rapidly 
changing demands of tyres and 
tubes required for the most 
modern type of automobiles. 
In the total export earnings 
during 1973-74, tyres earned as 
much as Rs 6.52 crores while 
the share of tubes was of the 
order of Rs 0.96 crores. Tyres 
for trucks and buses particu¬ 
larly, were in keen demand in 
overseas markets during the 
year having earned maximum 
foreign exchange valued at Rs 
3.6 crores. 

Yugoslavia constituted the 
topmost buyer during the 
year having imports worth 
Rs 0.97 crore. Iraq, the 
second significant buyer, 
bought worth Rs 0.48 crore 
followed by Czechoslovakia 
Rs 0.35 crore, the USSR Rs 
0.25 crore, Iran Rs 0.22 crore. 
Kuwait Rs 0.2 crore, German 
Democratic Republic Rs. 0.18 
crore and the UK RsO. 15 crore. 
Among others, Federal Repub¬ 
lic of Germany, New Zealand, 
Qatar, Ethiopia, Czechoslov¬ 
akia and Nepal were significant. 
Apart from this main variety, 
off the road vehicle tyres earn¬ 
ed Rs 0.9 crore, cycle tyres Rs 
0.63 crore, tyres for motor cars 
Rs 0.4 crore, tyre flaps Rs 0.1 
crore and tyres feu: other vehi¬ 
cles Rs 0.8 crore. Bangladesh, 
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USA, Ghana and Rumania 
were the major markets for 
cycle tyres while Iran and Iraq 
were the principal importers 
%>F motor car tyres. 

Relaxation in Excise 
Duty 

The union government has 
announced certain relaxations 
of the one per cent levy under 
the Finance Bill, 1975. The levy 
has been imposed on “all other 
goods not elsewhere specified” 
manufactured in a factory as 
defined in the Factories Act, 
1948. Though the tariff item 
covers all manufactured goods 
not specified elsewhere in the 
Central Excise Tariff, by exe¬ 
cutive notification, the levy is 
confined to goods produced in 
factories which employ more 
than 49 workers in case of 
power operated factories and 
more than 99 workers in case 
of non-power operated facto¬ 
ries. The following goods 
are exempted from the whole 
excise duty leviable thereon 
under this tariff item: 1. All 
kinds of food products and 
food preparations, including 

(i) meat and meat products; 

(ii) dairy products; (iii) fruit 
and vegetable products 
(iv) fish and sea foods; and (v) 
bakery products. 2. Electric 
light and power. 3. Goods 
falling under this items, which 
are used in the same factory 
as intermediate goods or com¬ 
ponent parts for manufacture 
of other goods. 

It has also been decided 
that factories falling under the 
exempted sector need not be 
subjected to the licensing for¬ 
malities. As this item cover all 
types of factories, some pro¬ 
cedural relaxations had been 
granted in order to enable 
the factories to adjust them¬ 
selves to the levy and also to 
ensure that production and 
clearance of goods are not dis¬ 
rupted during the transition 
period. Goods may be allowed 
to be cleared on presentation 
of application for Central Ex¬ 
cise Licence and on payment 
of duty and on fulfilling other 
relevant conditions without in¬ 
sisting on prior furnishing of 
ground plan and execution of 
bond; clearance of goods can 
be taken after submitting classi¬ 


fication lists without waiting 
for approval. 

Vulcanising Workshop 

The first workshop for vul¬ 
canising conveyor belting in 
India will be set up this year for 
Neyveli Lignite Corporation 
Limited. The workshop will 
be supplied, and its erection 
and commissioning supervised, 
by Wagener & Co. of West Ger¬ 
many, represented in India by 
Larsen & Toubro Limited. The 
corporation, operates exten¬ 
sive belt conveyors in its mines. 
Currently replacement cost of 
worn out belting is estimated 
to be in the region of Rs 2 
crores per annum. 

The workshop under sup¬ 
ply will drastically reduce 
this cost, in foreign exhange, 
by stretching the life of 
the conveyor belts through 
reconditioning and vulcanising. 
The workshop will be able to 
restore the used conveyor belts 
to 100 per cent efficiency at 
least twice over in the case of 
nylon and textile corded belt¬ 
ing and three times over in the 
case of steel corded belting. 

Sugar Output 

Inaugurating the annual 
general meeting of the 
National Federation of Co¬ 
operative Sugar Factories re¬ 
cently, the minister for Agri¬ 
culture and Irrigation, Mr 
Jagjivan Ram, stated that the 
production of sugar this year 
was expected to be 4.4 to 4.5 
million tonnes. He comple¬ 
mented the sugar industry 
on having reached “expecta¬ 
tions of all-time high produc¬ 
tion” and appealed to the in¬ 
dustry to ensure “that our high 
expectations are not belied”. 

The minister was happy to 
note that the importance of 
sugar exports to the national 
economy had been recognised 
by the industry. The country 
needed not pniy the foreign 
exchange accruing from such 
exports, but also the excess 
rupee realisations available 
through it. As much as 400,000 
tonnes of sugar had been ex¬ 
ported during the first two 
months of this year. 

Regarding fixation of mini¬ 
mum cane price the minister 
said that the scheme of partial 


control on sugar provided 
mechanism to ensure a pric 
for cane higher than th 
prescribeJ minimum. He sal 
that the recommendations c 
the Agricultural Prices Com 
mission for fixing the minimui 
cane price for 1975-76 hai 
been received and the decisio: 
would be announced shortly, 

Names in the News 

Mr Vasant J. Sheth, Chair 
man of the Great Eastern Ship 
ping Co. Ltd, has been elect* 
President of the Bombay Cham 
ber of Commerce & Industr 
for 1975-76. He was electe< 
Vice-President of the Chambc 
in 1974. Mr Shethis a Founde 
Director and at present Chair 
man of the Great Easten 
Shipping Co. Ltd. which is th 
second largest private secto 
shipping company. 

Mr Raj Mohan Bhandari ha 

recently been appointee 
Deputy Managing Director 
Dunlop India Limited, M 
Bhandari is the first Indian t< 
take charge of the Company’! 
production facilities as Deput; 
Managing Director (Works) 

Mr M.L. Capoor, who i 
responsible for Dunlop India’: 
purchasing activities, has re 
cently been appointed a whole 
time director of the company 
Mr Capoor is a past Presideni 
of the Materials Managemem 
Association of India (1970-72 
and was elected Treasurer oJ 
the Asian Regional Purchasing 
Association at the First Asiar 
Congress on Purchasing a, 
Manila in 197L 

Mr Harish Mahindra has 
been unanimously elected ai 
the President of the Federatioi 
of Indian Chambers of Com 
merce and Industry for th< 
year 1975-76. His predomi¬ 
nant interest is steel and he is 
the Chairman of Mahindra 
Ugine Steel Co. Ltd. ( 

Mr B. Himatstngka, Manag* 
ing Director, India Carbon 
Limited has been declared re¬ 
elected unanimously as Presi¬ 
dent of the National Alli¬ 
ance of Young Entrepreneurs 
(NAYE) for a two year tern| 
ending March 31, 1977- Mr] 
Himatsingka is also President 
of the Indian Chemical 
Manufacturers Association! 

MARptt 21, 19751 



COMPANY 

Affairs 


Kill Trading 

IP'ARHS moved in a narrow 
mge in dull trading in Stock 
mrkets last week. Shares, in 
jneral, drifted downward on 
tray disinvestments and lack 
f support even at lower levels 
ttempts at rally proved short- 
ved as operators were inclined 
) book profits at improved 
wels. In the absence of any 
lear indication about the 
tnendment to Dividend Act, 
etter corporate reports failed 
) impress the market. The 
took market’s real problem, of 
aurse, is altogether different. 

It is the higher interest rate 
;ructure which has under¬ 
lined the cult of equity. No 
ne, of course will go in for 
quities when savings can be 
ivested more profitably with- 
ut any risk whatsoever else- 
here say, company deposits, 
here is little chance of any 
Auction in interest rates in the 
ear future. Hence no easy 
me for the stock market. 

Equities fluctuated both ways 
ilh a restrict turnover, 
n the Bombay Stock Ex- 
lange last week. Opening on a 
lbdued note prices of leading 
juities further eased on bull 
quidation in the first part of 
ie week but prices of selected 
Tips improved modestly on 
splacement buying and re- 
swed short-covering. The 
eek concluded on a hopeful 
3te. Share values moved 
3th ways in an irregular 
shion in Lyons Range giving 
i impression that the ope- 
itors were being forced to 
sort to trading despite 
dr reluctance. No doubt 
ley were hesitant to extend 
ieir commitments and as such 
* turnover was comparatively 
nalL There "was little change 
the general trading pattern 
the Madras Stock Exchange 
Jring: the week. Enquiries 


were few and the turnover 
was thin. 

Bombay Dyeing 

Despite power cut and 
strike in the early part of 
1974 Bombay Dyeing and 
Manufacturing Company has 
fared extremely well on all 
fronts during the year, its 
sales, profits and exports ex¬ 
ceeding the previous year's 
performance by considerable 
margins. Its turnover crossed 
the Rs 50-crore mark and 
touched the peak figure of 
Rs 51.32 crores, thereby re¬ 
cording a handsome gain of 
Rs 6.36 crores, over 1973. Its 
exports too shot up to Rs 
15.25 crores, registering a 
phenomenal rise of about 69 
per cent over the preceding 
year. Gross profit was also 
substantially higher at Rs 4.29 
crores as compared to Rs 3.65 
crores in the earlier year, 

The directors have proposed 
a final dividend of Rs 2 per 
share, which together with the 
interim of one rupee per share, 
makes a total of Rs 3 per 
share or 12 percent as against 
20 per cent paid for 1973. 
In the event of the Dividend 
Act being modified or amended 
before the annual general 
meeting scheduled for April 
2, 1975 it is the intention of 
the board to recommend a 
final dividend at the permissi¬ 
ble rate but not exceeding 12 
per cent. In the current year 
with power cut, slack export 
demand and domestic prices 
being 20 per cent below the 
higher levels of 1974, the 
Chairman Mr Neville N. 
Wadia has predicted that the 
company’s profits in 1975 
will bb substantially below 
1974 To arrest the decline 
in profits, the company is 
making an all out effot to 
improve its efficiency, econo¬ 
mise wherever feasible and 


postpone any further capital 
expenditure. 

Standard and Chartered 
Banking 

For several years the stan¬ 
dard and chartered Banking 
Group has been actively pur¬ 
suing a policy of selective 
expansion in Europe. This 
has resulted in the establish¬ 
ment of branches in Paris and 
Milan, representative offices 
in Madrid and Frankfurt and 
the acquisition of a bank in 
the Netherlands. Further 
branches and offices arc to be 
opened during 1975 and of 
these, a representative office 
was opened recently in Copen¬ 
hagen. Following Denmark’s 
entry into the European Eco¬ 
nomic Community and the 
consequent relaxation of rules 
governing the operations of 
foreign banks, a small number 
of foreign banks have applied 
to establish a branch in 
Copenhagen. In the case of 
Standard and Chartered, 
however, it has been thought 
preferable to open a repre¬ 
sentative office in the first 
instance and a decision con¬ 
cerning the opening of a 
branch will be taken shortly. 

Jn the meantime, Mr 
Tarben Friis, the groups first 
representative will be actively 
engaged in marketing the 
services of the Group in 
Denmark and will extend his 
area of representation to 
cover Norway, Finland 
and Sweden. Although the 
Scandinavian countries trade 
principally between themselves 
and the rest of Europe an in¬ 
creasing proportion of, trade 
is taking place with African 
and Far Eastern countries as 
well as the provision of impor¬ 
tant aid programmes in these 
areas. However, since it has 
been the policy of all the 
Scandinavian governments to 
discourage domestic banks 
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from operating abroad, only 
a few overseas branches exist, 
and the bulk of foreign trade 
finance is handled through 
correspondent banks and asso¬ 
ciated companies. Thus there 
will be scope in this field of 
business for Standard and 
Chartered Banking Group 
with its extensive network and 
experience of local conditions 
and, indeed, the Group jn 
London has been approached 
by several Danish companies* 

The Representative will be 
able to offer advice and assis¬ 
tance to overseas companies 
engaged in or contemplating 
business in Scandinavia, al¬ 
though the office will not it¬ 
self undertake banking tran¬ 
sactions. 

Warner Hindustan 

Warner Hindustan lias 
reported higher sales, profits 
and exports during the year 
ended November 30,3974. Its 
net sales shot up to Rs 8.34 
crores from 6.39 crores from 
earlier period of Jl months 
while gross profit jumped to 
Rs 145.71 lakhs fromRs 122.69 
lakhs in th6 previous year. 
The directors have recommen¬ 
ded an equity dividend of 
11 percent on the enlarged 
capital resulting from the 
three for ten bonus issue. In 
1972-73 the company paid an 
equity dividend of 18 per cent. 
The company has made re¬ 
markable progress on the ex¬ 
port front, its exports during 
the year being significantly 
higher at Rs 46.53 lakhs as 
compared to a mere Rs 9,31 
lakhs in the preceding year. 
The substantial improvement 
in exports has been largely due 
to sizeable despatches of its 
products to Bhutan, Nepal 
and Sikkim. 

The directors have enhan¬ 
ced all allocations to 
reserves. The appropriation 
to depreciation reserve was 
stepped up from Rs 21.89 lakhs 
to Rs 23.75 lakhs, to deve¬ 
lopment rebate reserve from 
Rs 3.13 lakhs tp Rs 3.86 lakhs 
and to taxation from Rs 60.51 
lakhs to Rs 74.00 lakhs. The 
net profit after all these pro¬ 
visions amounted to Rs 44,10 
lakhs as against Rs 37.16 lakhs 
in 1972-73* The proposed equity 
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dividend Will absorb Rs 14.01 
lakhs. 

Larsen & Toubro 

The Board of Directors of 
Larsen & Toubro Limited has 
decided to offer rights shares to 
shareholders in the ratio of 
one equity share for every four 
equity shares held. The rights 
shares will be issued at a pre¬ 
mium of Rs 6 each over the 
nominal value of Rs 10 per 
share. An amount of Rs 8 
per share (Rs 5 towards the 
capital and Rs 3 towards the 
premium) is payable on appli¬ 
cation in June 1975, and the 
balance of Rs 8 is payable 
before December 31, 1975. All 
14,90,679 shares proposed to 
be issued as rights will qualify 
for full dividend for the year 
ending March 31, 1976. Fur¬ 
ther, in order to facilitate pay¬ 
ment for the rights, the direc¬ 
tors are considering the dec¬ 
laration of an interim dividend 
for the year ended March 31, 
1975 subject to the sanction 
of the government of India. 
The books of the company will 
be closed from April 2 to April 
19* 1975. 

Mahindra and Mahindra 

Mahindra and Mahindra has 
suffered a setback in its work¬ 
ing during the year ended Oc-< 
tober 31, 1974. Although its 
turnover has improved by 
about 13 per cent from Rs 
49.71 crores to Rs 56.18 crores, 
gross profit has recorded a 
sharp decline by about 30 per 
cent to Rs 2.93 crores from Rs 
4.19 crores in 1972-73. Out 
of the gross profit, the direc¬ 
tors have appropriated a sum 
of Rs 113 lakhs to depreciation 
reserve, Rs 4 lakhs to contin¬ 
gency reserve, and Rs 30 lakhs 
for taxation as against Rs 122 
lakhs, Rs 11 lakhs and Rs 
108 lakhs provided respective¬ 
ly in 1972-73. This leaves a net 
profit of Rs 1.46 crores as com¬ 
pared to Rs 1.78 crores in the 
previous year. The directors 
have recommended an equity 
dividend of nine per cent for 
1973-74 as against 14 per cent 
paid for the previous year. 

Several factors combined to 
make the operations of the 
automotive division difficult. 
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Budgetary contraction both at 
union and state levels, aggra¬ 
vated by substantial increase in 
excise levies and inflation 
pushing up production costs at 
all levels, resulted in a 
perceptible fall in demand 
for vehicles. On top of it, the 
sharp increase in the cost of 
petrol substantially increased 
operating costs. All this inevi¬ 
tably took its toll in a general 
lowering of demand, thereby 
compelling the division to 
curtail production during the 
year. Despite the spiralling 
cost of bought-out com¬ 
ponents and raw materials, 
there was no corresponding 
increase in the selling prices of 
vehicles for virtually three 
quarters of the year, as it was 
only in August 1974, that go¬ 
vernment withdrew its earlier 
restrictions on adjustment of 
selling prices. AU these factors 
were responsible for the drop 
in the gross profit of the com¬ 
pany. 

Due to fail in demand for 
petrol driven vehicles, produc¬ 
tion had to be curtailed from 
14,216 vehicles in the previous 
year to 12,259 vehicles during 
the year under review. The 
operation of the steel division 
continued to be successful in 
all the three sectors of its acti¬ 
vities, i.e. sale of alloy and 
special steel, import of critical 
categories of steel materials 
which are domestically in short 


supply and handling of steel 
materials both of imported 
and indigenous origin from the 
steelyard at Calcutta. 

The instrumentation 

division ended the 'year with 
a 44 per cent growth 
in income. Although cons¬ 
truction of the new factory of 
the electronics division at 
Nasik has been completed, 
production was delayed due to 
late receipt of import licences. 
The machine tool division, too, 
had a satisfactory year. The 
company’s export performance 
showed further growth from 
Rs 233 lakhs to Rs 360 lakhs. 

News and Notes 

Owing to power difficulties, 
Rathi Gases has decided to 
shift its plant from Ghaziabad 
(U.P.) to Alwar, an industrial¬ 
ly declared backward area in 
Rajasthan. After working out 
details of the sources of funds, 
the company has arranged for 
term loans of Rs 28.50 lakhs 
and Rs 12 lakhs respectively 
from the Rajasthan Finance 
Corporation and State Bank of 
Bikaner and Jaipur. The 
Rajasthan State Industrial and 
Mineral Development Corpo¬ 
ration has also agreed to 
subscribe to 11 per cent cumu¬ 
lative redeemable preference 
shares worth Rs 2.50 lakhs and 
the promoters have been asked 
to pay a shortfall of Rs 1.50 


lakhs towards the shortfall 
an unsecured loans at a vd 
nominal interest rate. * 

Voltas has received a Coj 
tract valued at approximate 
US$1 million from the Gtouj 
Water Development A 
ministration, Ministry i 
Agriculture & Agrarian R 
forms, Baghdad, Iraq, fortl 
supply of 10 Nos. VOLLA! 
Waterwell Drilling Rigs aloi 
with other operating accc 
sories and equipment. T? 
contract was awarded to Ind 
on a global tender and again 
intense competition fromtl 
USA, Europe and the USSR 

Scindia Steam Navigatii 
Company Ltd. will be short 
catering to the trade from El 
Coast of India to East Africi 
Ports. The trade will be reg 
larly covered for our expor 
to Kenya, Tanzania ai 
Mozambique. The service h 
been introduced in collabor 
tion with Bank Line who 1ur 
been solely covering the tra< 
heretofor. Henceforth the 
will be regular sailing in alte 
nate months from Scindia 
and Bank Line. Scindia's, w 
be the first to sail to this arc 
by end March 1975 from Ca 
cutta. 

The Asiatic Society, tl 
premier institute for rescan 
and knowledge for nealy tv 
centuries, has awarded tl 
Durga Prasad Khaitan Mean' 
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Budget Number 

EASTERN ECONOMIST dated March 7 Is a special number devoted 
to a discussion of the central budget. As In the previous years, 
this Budget Number presents an analysis of the budget proposals 
and a study of the budget documents in the larger economic context as 
well as in specific details. This Issue includes relevant budget literature 
and statistics. Priced atRs 10 per copy (postage extra) this special num¬ 
ber is on sale with leading booksellers and news agents. Copies 
can also be had from the office of the Eastern Economist Limited, Uco 
Bank Building, parliament Street, New Delhi-110001. New subscribers, whe 
remit the aifnual subscription of Rs 100 before April 30,1075 will also be 
entitled to receive a copy of this Budget Number free of charge. 
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[a l Gold Medal to Mr V. R. 
bcsai, Chairman, United 
Commercial Bank, for his 
rgnificant contribution in the 
bvclopment of industries 
jid society through the agency 
f banking. Mrbesai rcceiv- 
d the award at the Society's 
nnual meeting held recently 
t Asiatic Society Hall, Cal- 
ulta. At the function Dr 
!. N. Sethna, Chairman, 
tomic Energy Commission, 
as among others, to receive 
Jher Asiatic Society awards. 

lew Issues 

In order to meet the in- 
‘eased demand, Gangappa 
able* Ltd has embarked upon 
Rs 76 lakh expansion 
heme to enhance its licensed 
iparity from 900 tonnes to 
>00 tonnes per annum of 
iper enamelled copper wires 
id paper covered wires and 
rips. To meet a part of the 
>st of the expansion the tom¬ 
my is offering 171,750 equity 
iares of Rs 10 each and 7,500 
l per cent) redeemable cumu- 
tivc preference shares of Rs 
)0 each for cash at par to the 
ibiic for subscription. The 
bscription list opened on 
arch 19 and will close on 
arch 29 or earlier but 
>t before March 22. 

The capital outlay on 
e expansion scheme, 
eluding working capital 
quirements is estimated 
Rs 76.11 lakhs, it will 
financed by ; the present 
blic issue of Rs 24.681 lakhs, 
:m loans of Rs 34 lakhs from 
umeial institutions and in- 
rnal cash accruals and pub- 
• deposits of Rs 17.43 lakhs. 
ie company has consistently 
lintaincd its record in res¬ 
et of sales and profits. It 
elared a dividend of 12 per 
nt for the year ended June 
K 1974 and is confident of 
claring a reasonable divi- 
nd on the enlarged capital 
the coming year. It hopes 
issue bonus shares in about 
o to three years. 

Upper India Trading Co. (P) 
d. a pioneer in automobile 
ares and accessories, was 
unded in 1920. By the late 
ties Uppfer India had gained 
very comfortable position 
the automotive trade. By 
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1956 the management had the 
foresight and vision of enter¬ 
ing into the manufacturing 
field. In 1958 a new company 
styled Upper India Bearings 
Pvt. Ltd. was started and a 
plant was erected at the Guindy 
Industrial Fstate. Madras. 
With a nucleus thus created, 
things started moving fast. 
Collaboration agreements were 
signed with a reputed West 
German Organisation, and the 
plant went on, stream in early 
1960. 

Initially Upper India were 
manufacturing thick-wall¬ 
ed bearings using the centri¬ 
fugal casting process. With 
demand outstripping Us pro¬ 
duction, a second plant was 
set up at Thoraipakkam, near 
Madras. After the termina¬ 
tion of the technical collabo¬ 
ration in 1968, Upper India 
launched athin-wallcd bearings 
and split bushings with 100 per 
cent indigenous know-how. It 
is now enlarging its capital in 
order to expand its manufac¬ 
turing operations. It has al¬ 
ready received an industrial 
licence for manufacturing 30 
lakhs bearings and bushings. 

The new plant will be located 
at SIPCOT Industrial complex, 
Ranipet, Tamil Nadu and the 
company will be entering the 
capital market shortly for rais¬ 
ing resources for implementa¬ 
tion of the project. According 
to estimates there will be a gap 
of J 50 lakh bearings and bush¬ 
ings between demand and supp¬ 
ly by 1978-79. Upper India 
who will by then will be operat¬ 
ing at the full rated capacity 
of 30 lakhs bearings and bush¬ 
ings expects no difficulties in 
marketing its products. 

Union Home Products, Man¬ 
galore, Karnataka Slate, foun¬ 
ded in 1972 will soon be en¬ 
tering the capital market to 
raise Rs 25 lakhs out of Rs 90 
lakhs required by it for estab¬ 
lishing a modern unit for the 
manufacture of detergent pro¬ 
ducts. Headed by Mr Vasant 
M. Pai, considered as one of 
the top experts in the country 
in the soap and detergent pro¬ 
ducts manufacturing techni¬ 
ques, this unit is being spon¬ 
sored by well known business 
house of “RastafE 1 in Manga¬ 
lore who have been in the soap 


manufacturing line for more 
than 25 years. The company 
has been licensed further to 
manufacture 10,000 tonnes 
of detergent products. It is 
interesting to note, however, 
that the letter of intent was 
given to UHP in April 1974 
and the plant is expected to 
go into production in May 
1975, that is, within one year. 

UHP has been marketing 
Boon, the detergent washing 
cake, in Tamil Nadu and .Kar¬ 
nataka since 1972. With the 
increased capacity, UHP will 
serve the needs of the consu¬ 
mer market more fully in 
the South. UHP's manufac¬ 
turing programme already in¬ 
cludes manufacture of ZEN, 
the detergent washing powder, 
and ZIG, the cleaning pow¬ 
der, which arc already in the 
market. More consumer pro¬ 
ducts such as body talcum 
powder, a range of shaving 
creams and tooth paste arc 
also in the manufacturing pro¬ 
gramme. 


Mindia Chemicals promo¬ 
ted by Monsanto Co of the 
USA, will be entering the 
capital market by the end 
of May to raise L86 crores 
in equity shares of Rs 10 each 
to meet a part of cost of its 
Rs 9.40-crore project for the 
manufacture of rubber chemi¬ 
cals. The company's plant to 
be located in the trans-Thana 
Creek industrial area near 
Bombay is likely to go on 
stream early in 1976. The com¬ 
pany has been granted an in¬ 
dustrial licence for manu¬ 
facturing annually 3,300 ton¬ 
nes of rubber chemicals and 
3,400 tonnes of intermediates 
from basic raw materials. The 
two basic types of rubber che¬ 
micals to be manufactured by 
the company arc antioxidants 
and accelerators which are 
used principally in the manu¬ 
facture of tyres as also by other 
rubber and rubber products 
manufacturers. The technical 
know-how and collaboration 
for the plant will be provided 
by Monstanto Co. of the USA. 


Dividends 

# (Per cent) 


Equity dividend dec¬ 
lared for 

Name of the company Year ended - 

Current Previous 




year 

year 

Higher Dividend 

Thanjavur Textile 

March 31, 1974 

.15.0* 

12.0 

Porritts and Spencer 

Sept 30,1974 

11 .0** 

Nil 

Same Dividend 

Rohit Pulp and Paper 
Mills 

March 31. 1974 

12.0 

12.0 

S.B. Joshi 

June 30, 1974 

Nil 

Nil 

Shah Construction 

June 30, 1974 

Nil 

Nil 

Reduced Dividend 

Jeyporc Sugar 

June 30, 1974 

12.0 

20.0 

Rustam Jchangir Vakil 

March 31, 1974 

12.0 

24.0 

T. Maneklal Mfg. 

May 31, 1974 

12.0 

20.0 

Ugar Sugar Works 

June 30, 1974 

Nil 

15.0 

Raliiwolf 

• August 31, 1974 

5.0 

20.0 

South India Steel & 
Sugars 

June 30, 1974 

■Nil 

12.0 


*On increased capital. 

**Maiden dividend. 
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RECORDS 

AND 

STATISTICS 


ESGAP's 
He* Mi 
MaratioD 

At its 31 st session, which 
was held in New Delhi from 
February 26 to March 7, the 
United Nations Economic and 
Social Commission for Asia 
and the Pacific (ESCAP) adop¬ 
ted a declaration calling upon 
the member-countries to “dis¬ 
play the necessary political 
will” to accord the highest 
priority to production of food 
and economic and social deve¬ 
lopment of the most disadvan¬ 
taged. Known as the New 
Delhi declaration, it was ad¬ 
opted at a plenary session at¬ 
tended by 39 countries. 

The declaration stressed the 
need for the maximum utilisa¬ 
tion of regional skills, capabi¬ 
lities and expertise so that re¬ 
gional cooperation could be 
strengthened. It also recom¬ 
mended cooperative effort 
among or between countries 
of the region to solve the fun¬ 
damental problems relating to 
the commodities and raw mate¬ 
rials as related to their trade, 
transit facilities and develop¬ 
ment as appropriate."** The 
following is the full text of the 
declaration. 

Recalling General Assembly 
resolutions 3201 (S-VI) and 
3202 (S-VI) on the Declaration 
and Programme of Action for 
the Establishment of a New 
International Economic Order 
us adopted; 

Further recalling Commis¬ 
sion resolution 140 (XXX) 
containing the Colombo Decla¬ 


ration to intansify action in 
the identified priority areas, 
to work towards an integrated 
approach to economic and 
social development, and to 
assist sub-regional and other 
forms of joint efforts within 
the overall framework of re¬ 
gional cooperation / 

Convinced that the progress 
made in implementing the 
decisions of the Commission at 
its last session and in securing 
a cohesive and multi-discip¬ 
linary approach to the deve¬ 
lopmental problems of the re¬ 
gion, particularly through an 
action-oriented programme of 
work, will further the estab¬ 
lishment of a new international 
economic order; 

Aware of the importance of 
the thirty-first session of the 
Commission which is being 
held at the mid-point of the 
Second United Nations Deve¬ 
lopment Decade and that this 
session provides the first op¬ 
portunity to formulate the re¬ 
gional contribution to the 
establishment of a new inter¬ 
national economic order; 

Having reviewed the pro¬ 
gress made during the Second 
United Nations Development 
Decade; 

Concerned at the substan¬ 
tial shortfall in the attain¬ 
ment of the objectives of 
the strategy, the unsatis¬ 
factory pace of develop¬ 
ment, and in particular, lag¬ 
ging agricultural production 
and continuing food shortages, 
low levels of industrial growth, 
a deterioration in the terms of 
trade and balance of payments 
problems, falling prices of 
some commodities and rising 
import costs, all of which 
affect most developing coun¬ 
tries of the region; 

Aware that these problems 
arc often due to Or aggravated 


by historical circumstances in¬ 
cluding alien and colonial 
domination and neo-colonia¬ 
lism in all its forms, and by 
imbalances in the distribution 
of food and raw materials, 
periodic natural disasters, glo¬ 
bal inflation along with reces¬ 
sion in some major industrial 
countries, recurrent instability 
of the international monetary 
systems, and high prices and 
global shortages of essential 
goods and inputs, and rapid 
rales of population growth; 

Mindful of the need to give 
special attention to the poorest 
people within developing coun¬ 
tries and the least developed 
including the land-lockcd and 
island countries and the most 
seriously affected countries; 

Reaffirming the ardent wish 
of the peoples of the region 
to continue to develop their 
national economies in accor¬ 
dance with the principles of 
independance and self-reliance, 
and to promote international 
cooperation on the basis of 
equality and mutual benefit; 

Recognizing that a high rate 
of economic growth is in itself 
not sufficient and that it is the 
distribution of wealth between 
regions and peoples and its im¬ 
pact on the environment and 
quality of life that determine 
the welfare of the people; 

Motivated by the common 
determination to end poverty 
in the region and to provide 
to its people a richer and ful¬ 
ler life; 

Farther recognizing the im¬ 
perative need for intensifying 
regional cooperation in all sec¬ 
tors of economic and social 
activities with the objective of 
promoting increasing self reli¬ 
ance individually and jointly 
among the developing coun¬ 
tries of the region; 

Having considered the re¬ 
port of the Regional Post- 
World Population Conference 
Consultation, which placed 
emphasis on population as an 
important factor in the integ¬ 
rated development planning; 

Also having considered Gene¬ 
ral Assembly resolution 3344 
(XXiX) stressing the impor¬ 
tance of population policies 
and programmes; 

Conscious of the significant 


role of technology in the dev. 
lopment of the national econ< 
mies of the region and its in 
mediate relevance to all secto 
of economic activity; 

Believing that the resource 
of the earth need to be conse* 
ved and utilized in the mo 
efficient manner; 

Appeals to the internation; 
community and mcmbcr-staU 
of the region to rededical 
themselves to and display th 
necessary political will for tb 
attainment of the objective 
of the Development Decac 
and growth with social justice 
that the highest priority shoul 
be given to production of foo 
and economic and social deve 
lopment of the most disadvar 
tagid; 

Calls upon member-cour 
tries to intensify their effoi 
for stepping up food outpu 
particularly through co-opera 
live measures, with a view t 
achieving self-sufficiency i 
food through production an 
effective utilization of agricu 
tural inputs, improvements o 
the required infrastructure an. 
full utilization of potential c 
rain-fed areas for foodproduc 
tion with emphasis on impre 
vement of well-being of smal 
farmers and agricultural lab 
ourers, through inter-alia ap 
propriatc land reforms, ant 
also calls upon the inter 
national community to privid 
all possible assistance to ill 
developing countries to enabl 
them to achieve this objective 

Recommends to the deve 
loping member-countries t‘ 
accelerate the impleraentatioi 
of programmes for providin; 
education, health, housing an< 
other social services to tin 
common man and bring abou 
rural development througl 
active participation of the peo 
pie in the planning and imple 
mentation process; 

Invites member countries u 
continue their efforts to effee 
lively solving the continuing 
and critical balance of pay 
ments difficulties with the ful¬ 
lest cooperation and assistant 
of developed countries am 
others who have the resources 
at the same time appreciating 
the steps taken by the Inter- 
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I itional Community to find 
>lutions to those difficulties; 
Recommends that the deve- 
ping countries, whenever and 
herever appropriate increas- 
igly utilize the technologies 
developed by them suited to 
their needs and their domestic 
natural resources through gen¬ 
uine technological cooperation; 

Further recommends co¬ 
operative effort among or bet¬ 
ween countries of the region to 
n - 

Drugs and 

pharmaceutical 

industry 

The union ministry of Petro¬ 
leum and Chemicals constitut¬ 
ed early last year a committee 
under the Chairmanship of 
Mr Jaisukhlal Hathi to sug¬ 
gest ways and means of ensur¬ 
ing adequate availability of 
essential drugs and common 
household medicines at re¬ 
asonable prices, particularly 
in the rural areas, and also 
to recommend guidelines for 
a rapid growth of the drugs 
and pharmaceuticals industry 
during the fifth five-year 
Plan. Reproduced below is 
the report of this Committee 
concerning the former issue. 
The report was submitted to 
the government recently. 

The Committee on Drugs 
and Pharmaceuticals Industry 
was constituted by the minis¬ 
try of Petroleum and Chemi¬ 
cals by the resolution dated 
February 8, 1974(annexure C) 
to examine the varions aspects 
of the drugs industry. One 
of the terms of reference was 
“to recommend measures for 
providing essential drugs and 
common household remedies 
to the general public especially 
in rural areas." 

The committee during the 
course of their discussions, 
particularly on the availabi¬ 
lity of essential medicines in 
larger quantities, felt that al¬ 
though the question of sub¬ 
stitution of brand names 
of the medicines marketed 


solve the fundamental pro¬ 
blems relating to the commo¬ 
dities and raw materials as re¬ 
lated to their trade, transit 
facilities and development as 
appropriate; 

Invites member-countries to 
explore possibilities for inten¬ 
sifying regional cooperation for 
the development of shipping 
and ports; 

Urges the maximum utili- 


by the industry by generic 
names was not a speci¬ 
fic term of reference for this 
Committee, the subject follows 
dearly from the other terms 
of references, such as reduc¬ 
tion/rationalisation of prices 
of formulations for the con¬ 
sumers, making the essential 
drugs available to the general 
public, attainment of leader¬ 
ship role by the public sector, 
promoting the growth of the 
Indian sector etc. 

Important Facets 

Besides, the question was 
also directly linked with 
many important facets of 
the industry such as drug 
patents, irrational prac¬ 
tice of medicines, excessive 
use of ingredients in multi- 
drug formulations, prolifera¬ 
tion of such preparations and 
beneful influence on the medi¬ 
cal profession etc. of medi¬ 
cines marketed under brand 
names. Keeping the above 
aspects in view, the Committee 
decided that this question 
should also be looked into 
by the Committee. The 
Committee also felt that 
the view of eminent medical 
personnel from the different 
parts of the country should 
be obtained in this regard. 
Accordingly, a panel was set 
up with the following mem¬ 
bers: 

Dt Ranen Sen, Member of 
Parliament.: Mr P. S. Rama- 
ohandran. Drugs Controller 
(India) DGHS, New Delhi. 
Dr B. Shah, Deputy Director 
General (DGTD), New Delhi*; 
Dr A. B. Chowdhury, M.B., 
Ph. D.,F,A M.S., F.N.A., Dir¬ 
ector, Calcutta School of 
Tropical Medicine, Chittran- 
jan Avenue, Calcutta—17.; 
Dr B. Ray Chaudhuty, M.D. 
(Cal) FRCP, Ph. D. (Edin), 


zation of regional skills, capa¬ 
bilities and expertise in the 
activities of the Commission 
particularly in the implemen¬ 
tation of the intergrmed pro¬ 
gramme of work;, especially in 
the priority areas; 

Declare? that the countries 
of the region should approach 
their various problems in spirit 
of expanding sub-regional and 
regional understanding and 


Associate Professor of Medi¬ 
cine, Institute of Post Gra¬ 
duate Medical Education and 
Research, 22-Lower Circular 
Road, Calcutta- 17.; Dr K.L. 
Wig, M.B.B.S. (Pun.) FRCP 
(London) MRcS (England) 
D. T. M. & H. ^London) 
FAMS—79, Sundar Nagar, 
New Delhi.; Dr S. Padmavati, 
Director, Principal Maulana- 
Azad Medical College, New 
Delhi ; Dr K. G. Nair, MD 
(Bombay) Ph. D. (Chicago) 
FACC (USA) FICA (USA). 
Director-Professor of Medi¬ 
cine, Head of the Deptt. Car¬ 
diology and Radio-Isotope 
Unit, K.E.M, Hospital and 
Seth G.S. Medical College, 
Bombay. 


Dr B. J. Vakil, Hony, Pro¬ 
fessor Gastroenterology, Grant 
Medical College, Hospital, 
Bombay.; Dr K.V. Thiruvenga- 
dam, B.Sc., MD, FAMS, Pro- 
fesser of Medicine and Vice 
Principal, Stanley Medical 
College Physician, Govern¬ 
ment Stanley Hospital, Mad¬ 
ras.; Dr B.B. Gaitonde, M.D. 
M.S.C. (Med), F.A.Sc. Direc¬ 
tor, Haffkinc Institute, Bom¬ 
bay.Convenor.; Dr 

P.R. Gupta, Adviser (Drugs) 
in the ministry of Petroleum 
& Chemicals was also associa¬ 
ted with this Panel 

The terms of reference for 
this Panel were as follows: 

To recommend measures 
for providing essential drugs 
and common hoschold reme¬ 
dies to the general public es¬ 
pecially in the rural areas, and 
Whether it would be in the 
national interest to substitute 
brand name by generic names 
and if so, the manner and ex¬ 
tent to which be done. 

Dr K.L. Wig, regretted his 


growing international coopera¬ 
tion and that the deliberations 
of the session of the Cofftuttb- 
sion should constitute a con- * 
tribution to the early establish¬ 
ment of a new international 
economic order and to a new 
development strategy by focus¬ 
sing special attention on the 
common people, improvement 
in their quality of life and con¬ 
dition of their living through 
growth with social justice. 


inability to work on this Panel* 
because of his preoccuption 
with other assignments. Dr 
B. Shah also informed his 
inability to join this Panel as 
he was proceeding on leave. 

The Panel met in Bombay 
on June 8 and 9, 1974, at the 
Haffkine Institute, and sub¬ 
mitted its report on June 29, 
1974, to the chairman of the ) 
Committee. A copy of the 
Panel's report is attached 
(annexure D). 

The Committee on Drugs 
and Pharmaceuticals Industry 
at its meetings/on July* 25* 

1974, and January 2i and 22, 

1975, considered the Report 
of the Medical Pannel and 
adopted the same with some 
modifications. 

Supply of Essential Drugs 

Keeping in view the essen¬ 
tiality of the medicines their 
need and the availability of 
the concerned bulk drugs/ac- ; 
tive ingredients, the Com¬ 
mittee, after due considera- < 
tion, drew up a revised list 
(Annexure A) of medicines 
which in its opinion are ex¬ 
tensively used in medical prac- i 
tice, both in urban and rural < 
areas. In order to make these i 
essential drugs available at a .j 

reasonably low price thorught- \ 

out the country, the Com¬ 
mittee recommends the follow¬ 
ing measures: ' 

(i) Production of tho * 
drugs/mcdicines a* 
identified in Annexure j 
A, should be given top 
priority for the manu¬ 
facture of the releveat 
bulk drugs/active in¬ 
gredients. 

(ii) The ministry of Feto- 
leum and Chemicals 
should take all $uch 
measures, which will 
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increase the production 
of these drugs expedi¬ 
tiously. Special assis¬ 
tance, priority fir 
power supply, other 
, incentive schemes etc. 

may be given to cn- 
, trepreneurs, prefer¬ 
ably Indian,who come 
forward to undertake 
production of these 
essential drugs, in 
short, if there arc any 
impediments, these 
should be immediately 
looked into and re¬ 
moved. 

(iii) In case of some drugs, 
the technical know¬ 
how is already avail¬ 
able, but there is a 

' production shortfall. 
More entrepreneurs 
should be encouraged 
to take to production 
of such drugs. In case 
of those drugs for 
which technical know¬ 
how is not available 
in the country, special 
incentives may be given 
to National Labora¬ 
tories to develop the 
know-how on a time- 
bound basis. Jf neces¬ 
sary, the foreign tech¬ 
nical know-how may 
also be obtained im¬ 
mediately. 

(iv) To make these drugs 
available in rural areas, 
the distribution sys¬ 
tem must be ration¬ 
alised and decentra¬ 
lised in regard to 
household remedies 
and commonly used 
medicines which do 
not require the pre¬ 
scription of doctors. 
For this, assistance 
should be sought from 
the postal department, 
Indian Oil Company 
depots, kerosene de¬ 
pots. Cooperative 
societies should be 
encouraged for the 
distribution of drugs 
in rural areas. Packag¬ 
ing details should be 
looked into. Tablets 
should be supplied in 
strip packings. Liquid 
preparations should 
be supplied in bottles 
fitted with pilfer proof 


closures. Export of the 
bulk drugs required 
for the production of 
medicines mentioned in 
(Annex ure A), as well 
as their formulations 
should be so regulated 
that there is no short¬ 
age of these . essential 
drugs in the country 
at any time. 

(v) At present, there are a 


number of difficulties, 
< especially in small 
towns and rural areas, 
to establish pharma¬ 
cies for dispensing of 
drugs. One of the 
major difficulties is the 
non-avilability of 
trained pharmacists. 
According to the 
Drugs Act, those who 
possess a Diploma in 


Pharmacy can only be 
licensed as dispensers, 
The diploma course g 
quite lengthy and the 
remuneration paid tc 
the dispenser is not 
attractive. It was con¬ 
sidered that a short¬ 
term need-oriented cou 
rse, after matricula- 
tion, may be instituted 
for young people, whe 


Ever heard of 

iiSSlfei 


k\ 


investment 
that saves you 
on taxes? 


P On January 7,1975, the Government 
of India issued a special Ordinance. 
Under this, an income upto Rs. 2000 
exclusively from Units, will be 
totally exempted from Income-Tax. 

This is over and above the existing 
exemption limit of Rs. 3000 on 4 
income from Units and other \ 
specified categories of investment. ’ 

What the new tax exemption really 
means is, you can have Units worth 




Rs. 23,500, and get a sure and steady) 
income from it, without having to ' 
pay Income-Tax on it. 

! This concession is operative for the 1 
tax returns to be filed for the period * 
1.4.74 to 31.3.75, for the assessment / 
year 1975-76. 

Units offer a safe investment, and t 
regular returns. You can also sell 
them back to U.T.I. any time you want.) 

Application forms availabl. at:. 

UNIT TRUST 
OF INDIA 

• 45. Veer Nariman Road,' 
Bombay 400 023 

• 8. Council House Street, 
Calcutta 700 001 

• Reserve Bank Building*) 
Fort Glacis, 

South Beach Road. . 
Madras 600 001 

\ Reserve Bank Building,"* 
6. Parliament Street. 

New Delhi 110 001 

davp 74/451 ! 
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could take up the job 
of distribution of these 
medicines in the rural 
areas and other re¬ 
moter parts of the 
country. The Com¬ 
mittee recommends that 
steps should be taken 
to revise the present 
syllabus of training of 
the pharmacists. The 
Pharmacy Council 
should be approached 
to tailor the course to 
suit the needs of the 
country. An intensive, 
need. o r ient ed course 
of a short duration 
should be instituted 
for training of dispen¬ 
sers, who then could 
be licensed to estab¬ 
lish pharmacies and 
drug stores in smaller 
towns and rural areas. 

(vi) Primary Health Cen¬ 
tres should be given 
adequate financial as¬ 
sistance for purchase 
of drugs, so that rural 
populatioa also gets 
the same quality drugs 
in adequate amounts 
as in urban areas. 

Indianisation in Drugs 

The question of substitu¬ 
tion of brand names by gene¬ 
ric names was extensively dis¬ 
cussed. All facets of the pro¬ 
blem, such as Indianisation of 
brand names, impact on drug 
prices, bio-availability, quality 
of drugs, enforcement of drug 
i rontrol, multiple ingredient 
preparations, export of drugs, 
labelling difficulties, impact 
on small-scale industry, patent 
rights, distribution system, ac¬ 
ceptance by the medical pro¬ 
fession, role of distributors 
and pharmacists, effect on the 
growth of pharmaceutical in¬ 
dustry, difficulties and inco- 
veniance in the use of tongue- 

f wisting generic names etc., 
>ere discussed in detail. 

The Committee also met the 
representatives of various or 
ganisations such as Indian 
medical Association (IMA), 
Organisation of Pharmaceuti- 
fo\ Producers of India (OPPI), 
Indian Drug Manufacturers 
Association (IDMA), AUJndia 
Manufacturer's Organisation 
(AlMO), members of the 

1 asteiln economist 


Development Council for 
Drugs and Pharmaceuticals, 
etc., to elicit opinion on this 
very important question of far 
reaching significance. The 
committee also considered the 
memoranda submitted by 
various state governments, 
public sector and others in¬ 
cluding small-scale sector un¬ 
dertakings and different as¬ 
sociations mentioned above. 

The Committee had before 
it the report of the medical 
panel recommending the ab¬ 
olition of brand names in a 
phased manner starting with 
specific drugs identified by the 
panel. 

Generic names Worldwide 

Throughout the world, and 
in our country as well, a 
medical student receives his 
training on drugs under gene¬ 
ric names. In fact, in all text 
books of therapeutics as well 
as pharmacology, drugs arc 
mentioned by generic names 
always. In the interest of 
rational practice of medicine, 
therefore, it is in the fitness of 
things that medical practi¬ 
tioners should continue to use 
prescribe a drug under generic 
name, so that they are fully 
conscious of the type of 
therapy prescribed for their 
patients. More often, the 
practising physcian is likely to 
be unaware of the active in¬ 
gredients of a drug prescribed 
under brand name. Two bran¬ 
ded products containing the 
same or similar active in¬ 
gredients may be prescribed 
to patients resulting in over¬ 
dose, and consequent toxicity/ 
damage to the patient's health. 

Further, many brand names 
are phonetically similar creat¬ 
ing confusion, which can be 
seen from the following ex¬ 
amples: 

Corniland Gorlin; Codogin 
and Codopin; Detazone 
and Deltazyne; Diaginol 
and Dianabol: Dicazine 
and Dicarzen; Etadryl and 
Metagyl; Methicol, Methis- 
col, Methiolin, Methio¬ 
nine etc. 

To bring about uniformity 
in names, the WHO issues 
periodically a list of rton-pro- 
prietary names with the re¬ 
commendation that these be 


adopLed by national organiza¬ 
tions. The intention here is 
to prevent confusion and 
chaos in the field of prescrib¬ 
ing medicines. It is also 
necessary to point out that all 
national formularies including 
the Indian National Formu¬ 
lary, prepared by the most 
eminent leaders of medical 
profession in this country, 
list all drugs and formulations 
under generic names or phar- 
macopoeial names. Further, a 
large number of very impor¬ 
tant and potent drugs such as 
insulin, sera, vaccines, antibio¬ 
tics, digitalis glycosides arc 
mostly marketed under gene¬ 
ric names without any difficul¬ 
ty or disaster. 

It has often been alleged 
that the branded products 
containing the same ingredi- 
entsdiffer to a very great ex¬ 
tent in their prices and the 
products bearing generic 
names are decidedly cheaper. 
Several examples have been 
cited such as aspirin and as- 
pro, paracetamol and metacin 
etc. It is reasonable to accept 
that promotional efforts and 
expenses incurred by the 
manufacturers to establish 
their brand names are com¬ 
mensurate with higher prices. 
In fact, in the larger con¬ 
text, this is not in the best 
interest either of the manufac¬ 
turer or the patient. If the 
same money is spent on better 
standardization, quality con¬ 
trol and research and deve¬ 
lopment, the national gains 
will be substantial. 

Two Categories 

The drugs which arc sold 
under brand names fall under 
two categories: (i) those 
which contain a single ingre¬ 
dient . and (ii) those which 
contain multiple ingredients. 

A large number of single 
ingredient drugs are pharma¬ 
copoeia i but are still being 
marketed under brand names. 
Since there is no control over 
the numcer of brand names 
that can be given to a single 
drug formulation, we have a 
state of confusion with respect 
to brand names. Thus, a 
single drug, such as asprin, 
paracetamol or nikethamide, 
is being marketed separately 
in this country under several 


brand names. This is not in 
the best interest of either the 
medical profession, or of the 
patient, who is often led td 
believe that one branded drofe 
is different from the other and 
possesses superior values, in 
affect, this is not the case and 
the pat ent is unwilingly made 
to pay higher prices for his 
treatment. 

Dominance of Drug Market 

In the case of multi-ingre¬ 
dient preparations, the situ¬ 
ation is still worse. Brand 
names have been responsible 
for putting up a large number 
of unnecessary and often 
irrational formulations in the 
market. In fact, the organised 
sector has maintained domi¬ 
nance over the drug market 
principally through their bran¬ 
ded products containing mul¬ 
tiple ingredients. Many exam¬ 
ples can be given to illustrate 
this point. This has resulted 
in excessive use of drugs 
particularly under the name 
‘tonics’ containing vitamins 
ineveessive quantities. Multi¬ 
ple drug combinations in 
amounts far in excess of what 
is required result in colossal 
national wastage of drugs. 
This could be substantially 
reduced if the brand names 
are eliminated. In this respect, 
it is to be emphasised that the 
entire British Health Service 
runs on the British National 
Formulary preparations, which 
are by and large, single ingre¬ 
dient drugs, rather than mul¬ 
tiple ingredient preparations. 

The Food and Drug Ad¬ 
ministration of the United 
Statcs(FDA) appointed a com¬ 
mittee of experts drawn from 
National Research Council 
(NRC) and National Aca¬ 
demy of Sciences (NAS) 
to evaluate the efficacy of 
over 3,000 preparations mar¬ 
keted in the United States. 

It was proved that a majority 
of these do not possess thera¬ 
peutic efficacy and were 
directed to be either with¬ 
drawn or to provide further 
evidence of their effectiveness. 
There is thus a case for cont¬ 
rolling multiple ingredient 
branded products, marketed 
in this country, particularly by 
the organised sector, and 
promoted rigorously. This, in 
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itself* will aerv# to loosen 
the hold of tlie organised 
sector on the pharmaceutical 
industry to a great extent. 

The medical profession 
has acquired the habit of 
prescribing branded products. 
This has unfortunately come 
out of tradition of several 
years and not by virtue of 
training in medical colleges. 
At no stage brand names are 
introduced in the medical 
curriculum. The brand names 
have a corrupting influence 
on the profession. A doctor 
more often patronises branded 
product and, unwittingly there¬ 
fore, makes his patient pay 
more than necessary. This 
is a matter which the medical 
profession should think over 
very seriously. 

Two-fold Effect 

A number of new drugs 
are being introduced in this 
country under brand names. 
This has a two-fold effect. 
A company with aggressive 
sales promotion establishes 
its new product under a brand 
name and reaps the benefits 
during the period the patent is 
valid. 

After the patent period 
is over, having established 
the brand name* it continues 
to reap this harvest much 
to the disadvantage of other 
enterpreneurs. Thus, in spite 
of the modification of the 
Patents Act, the disadvantage 
to the Indian enterpreneur 
continues in a large measure. 
Many examples of this can 
be given. Chloram-phenicol 
is marketed under the brand 
name of Chloromycetin and 
nikethamide is marketed un¬ 
der the brand name of cora- 
mine. In both these cases, 
the process patents have ex¬ 
pired. However, the concer¬ 
ned pharmaceutical firms 
manufacturing these drugs 
continue to derive benefits by 
virtue of their established 
brand names. 

It is often argued that the 
quality of a product is assu¬ 
red because of its brand name 
and substitution Of brand 
name by generic name will 
result in lowering of standards. 
Maintenance oi quality is the 
responsibility of the manu¬ 


facturer and it does not go 
with the brand name. 

Brand names misbranded 

Scrutiny of the total number 
of sub-standard, misbranded 
and spurious products re¬ 
ported by various drug control 
organisations and the drug 
l eating laboratory of the 
government of India at Cal¬ 
cutta will reveal that there 
are more instances of branded 
products being misbranded 
or, therefore, spurious. There 
have been no instances where 
a product marketed under 
generic name has ever been 
reported to be spurious. Thus, 
branding of products promo¬ 
tes a tendency to prepare 
misbranded or spurious pro¬ 
ducts. 

Quality must be maintained 
and every effort must be made 
to see that all drugs intro¬ 
duced in the market onform 
to pharmacopoeial or pres¬ 
cribed standards. Very often, 
it is stated that the branded 
products of certain firms have 
standards higher than those 
prescribed by the pharmaco¬ 
poeia. Pharmacopoeial stan¬ 
dards are adequate enough to 
protect the interests of the 
patient. If higher standards 
are going to result in higher 
pricing, which, is said to be 
the case with respect to some 
branded products marketed 
by a few firms in the organi¬ 
sed sector, there is no advan¬ 
tage to be gained. However, 
as long as the quality control 
organisation is properly streng¬ 
thened, there is no reason 
to fear that a sub-standard 
product will be marketed. It 
is, therefore, absolutely essen¬ 
tial to achieve high standards 
of quality control throughout 
the length and breadth of 
the country, irrespective of 
whether the drugs are going 
to be marketed under generic 
or brand names. 

It is often argued that 
bioavailability is an important 
factor in the efficacy of a 
drug. The WHO technical 
series report on bioavilabiiity 
has highlighted different facets 
of this problem, particularly 
the fact that as yet there are 
no established and accepted 
methods for evaluation of 
bioavailability of different 


brands of drugs. A drug 
manufactured by a firm* may 
differ from batch to batch in 
its bioavailability. Bioavail¬ 
ability is particularly impor¬ 
tant in the case of oral pre¬ 
parations and that too with 
respect to only a very few 
drugs. It cannot be denied, 
that in case of drugs like 
digoxin, phenytoin etc. bio¬ 
availability is important, but 
this has nothing to do with 
brand or generic names. The 
drug control authorities will 
have to exercise effective 
control over the standards of 
such drugs which will need 
bioavailability studies as per 
recommendations of the 
WHO whether these drugs 
are introduced under generic 
or brand names. 

In view of all the above 
considerations, it is clear that 
there is a strong case for 
substitutions of brand names 
by generic names. In the con¬ 
sidered opi< ion of the com¬ 
mittee it may not, however, 
be advisable to accomplish 
this change immediately. The 
medical profession has been 
traditionally used to prescri¬ 
bing drugs under brand names 
and a sudden shift may result 
in considerable confusion and 
difficulties for prescribing 
doctors. A sudden change 
may also affect the present 
distributions system. The 
manufacturers will also be 
faced with some difficulties 
with respect of labelling etc., 
if a sudden change is brought 
about. Steps will have to be 
taken to strengthen Drug 
Control organisations in vari¬ 
ous states in order to enable 
them to exercise vary rigorous 
control over the quality of 
drugs. 

Change in Phased Manner 

The Committee, therefore, 
is of the view that this change 
over from brand names to 
generic names should be 
brought about in a phased 
manner as recommended by 
the medical panel. In view 
of all the above considerations 
and taking into account the 
intricate facets of the prob¬ 
lem, the following recom¬ 
mendations are being made: 

(a) Brand names should 


be; abolished in a pha 
sed manner. 

(b) A banning should In 
made for a change 
over to generic name 
starting with the drug 
mentioned in th< 
Annexure B to this 
report. Mostly thest 
drugs are already be 
ing marketed undo 
generic names anc 
their generic name 
are quite elegant. j 

(c) Drugs which are ex 
ported may be allowet 
to bear brand names. 

(d) All supplies of singl< 
ingredient drugs an< 
drugs included ii 
Indian Pharacopoci, 
for central and stab 
government institu 
tions and local bodic 
should be tenderci 
and supplies mad 
under generic names 
At present, drugs 
though tendered unde 
generic names, an 
supplied under brant 
names, and this shouli 
be discouraged. 

(e) All drugs other tha* 
those listed in tb 
Annexure B shoul< 
’>ear labels displayinj 
prominently the generi* 
names. Brand name 
may be shown oi 
labels in a less cons 
picious manner. 

(f) The Drug Controlle 
should, while grantinj 
permissions, be request 
ted not to give recog 
nition to brand name: 
of new drugs. Ne^ 
drugs should not b< 
allowed to be marketer 
under brand n unci 
when first introduce 
into this country. 

(g) Multiple drugs conv 
binations often co^ 
taming drugs, pani 
eularly vitamins, ir 
amounts far in execs: 
of what is required art 
presently marketed ir 
India. The majority 
of such combination 
are irrational. Then 
is a colossal nations 
wastage of drugs be 
cause of such Combi] 
nations. The Dm 
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Control Administra¬ 
tion should immedia¬ 
tely go into the various 
drug combinations and 
take prompt measures 

- to eliminate irrational 
drug combinations. No 
firm should be allowed 

' to incorporate exces¬ 
sive quantities of any 
drug over and above 
■what is required to 
go into the formula¬ 
tions for therapeutic 
and prophylactic pur¬ 
poses. Multiple-ingre¬ 
dient preparations. 
New types or multi 
ingredient preparations 
should not be allowed 
to be marketed here¬ 
after unless they are 
mentioned in the Na¬ 
tional Formulary or 
pharmacopoeia and 
approved by the Drug 
Controller of India. 
If any amendment of 
the Drugs and Cosme¬ 
tics Act and Rules 
is considered necessary 
for this purpose, 
this should be carried 
out. 

;h) Non-proprietory names 
as recommended by 
WHO from time to 
time should be adopted. 

(i) Bioavaijability studies 
are important in cases 
of a few drugs, al¬ 
though this factor has 
recently been overplay¬ 
ed not always on 

■ rational .basis. Faci¬ 
lities shotxld be created 
in different parts of 
the country, so that 
the industry, both 
large and small-scale, 
can take advantage of 
such facilities to plan 
and conduct bioavail- 
ability and pharma¬ 
cokinetic studies. 

(j) In order to keep the 
medical profession, 
particularly the general 
practitioners, well- in- 
formed about new 
drugs and also to 
popularise the generic 
names, it is essential 
to take steps immedia¬ 
tely, 

(i) To revise the Indian 
National Formulary 


and make it up-to- 
date, 

" (ii): To publish' journals 
on the lines of the 
Priscriber’s Journals, 
U K. Medical Letter, 
USA, or Formulary 
Notes of Sri Lanka. 
Such publications will 
have to be under the 
control of an editorial 
board comprising lea¬ 
ders of the medical 
profession inthe coun¬ 
try consituted by the 
ministry of Health, 
government of India. 

The Committee is of the 
view that from legal point of 
view there should be no diffi¬ 
culty in abolishing the brand 
names, Abolishing of brand 
names will entail first the 
amendment of the Trade and 
Merchandise Marks Act, 1958, 
and subsequently the Drugs 
and Cosmetics Rules. 

Periodic Review 

A periodic review of the 
impact of this step on the drug 
industry price and availability 
of medicines is necessary etc. 
so as to take suitable correc¬ 
tive measures, if required. 

Apart from emphasising 
the needs for ensuring more 
rigid and uniform quality 
control throghoul the country, 
the Committee also recom¬ 
mends to the govt, for early 
implementation of the recom¬ 
mendations made with regard 
to measures for providing 
essential drugs and common 
thousehold remedies especially 
in the rural areas. 

While making the above re¬ 
commendations, the Commit¬ 
tee would emphasise that the 
recommendation regarding the 
change over from brand names 
to generic names has to be 
implemented cautiously and 
on a phased manner ensuring 
simultaneously the necessity 
of enforcing quality control 
on drugs and in particular 
the concerned recommenda¬ 
tions made in the Interim 
report of the committee on 
‘Quality Control 6f Drugs’ 

The committee in conclu¬ 
ding this report would like 
to place on record its deep 
and warm appreciation of the 
quick and excellent work 


done by the eminent doctors 
of the panel and in particu¬ 
lar by Dr- B. B- Gaitonde, 
Director, Haffkihe Institute, 


•Spaoifi: 


Bombay,, who took 
interest in this comma . 

Jem apd finalised the K<$qft 
in a Very short time. 

Aimexure A 


Tablets and Capsules (Granules included) 


Name of the Product 


Butk Drug involved 


Capsule Chloramphenicol—250 mg. 

Capsule Tetracycline Hydrochloride 
—250 mg. 

Tablet lodochlorhydroxy Quino¬ 
line—250 mg. 

Tab. Nitrofurantion—50 mg. 

Tablet Chlorpheniramine—4 mg. 

Tablet Ferrous Sulphate—200 mg. 

Tablet Folic Acid—5 mg. 

Tablet Digoxin—0.25 mg. 

Tablet Aspirin—300 nig. 

Tablet Phenobarbitone—30 mg, 60 
mg. 

Tablet Chiorpromazine—10 mg. 

Tablet Prednisolone—5 mg, 

Hexa Vitamin Capsules and Tablets 
(Each tablet or capsule contains): 

Vit. A—5000 l.U. 

Vit. D—400 LU. 

Vit. B—2 mg 
Vit. B3—3 mg. 

Nicotinamide—20 ing. 

Vit. ,C—75 mg. 

Tablet Vitamin B-complex, Prophylactic N.F.I. 


Chloramphenicol 
Tetracycline, Hyd-rochto- 
ride 

lodochlorhydroxy Quino¬ 
line. 

Nitrofurantion 
Chlorpheniramine 
Ferrous Sulphate 
Folic Acid 
Digoxin 

Acetyl Salicylic Acid 
Phenobarbitone 

Chiorpromazine 

Prednisolone 


Vitamin A. Calciferol— 
—(vitamin D2/Vit. D3 
Thiamine Hydrochloride 
(Vit. Bl), Riboflavine 
(Vit. B2), Nicptinamide 
Ascorbic Acid (Vit. C) 


Vit. B. 1—2 mg 
Vit. B2—2 mg. 

Vit. B. 6—0.5 mg. Nicotinamide- 
25 mg. Calcium Pantothenate— 
l mg. Yeast—100 mg. 

Tab Vitamin B-complex with Folic 
Acid and Vitamin—C, thera¬ 
peutic N.F.l. 

For Therapeutic Use 
Vitamin B-l—10 mg. 

Vitamin B-2—10 mg. 

Vitamin B-6—2.5 mg. 

Cal. Pantothenate—5 mg. 
Niacinamide^ 100 mg. 

Folic Acid-1.5 mg. 

Vit. c--. 150 mg. 

Tab. Vitamin C—50 mg. 

100 mg. and 500 mg. 

Tab. Sulphadimidine—500 mg. 

Tab. Metronidazole—200 mg. 

Tab. Hydrochlorthiazide—25 mg. 
50 mg. 

Tab. Reserpine—0.25 mgl 
Tab. Glyceryl trinitrate 0,5 mg. 
Tab. Analgin 500 mg. 

Tab. Antacid 

Dried AL Hydroxide—120 mg. 
gel. 

Peppermit Oil—0.003 ml. 

Mg. Trisilicate—250 mg. 

Tab. Piperaztne Citrate 300 mg. 


Vit. B. 1, Vit. B. 2, 

Vit. B. 6—(Pyridoxine 
Hydroohloride), 
Nicotinamide, Calcium- 
Pantothenate, Yeast 


Vit. B-l, Vit. B2. VitB «: 
Cal. Pantothenate, Nia¬ 
cinamide, Folic Adi, 
Viiamirt-C. 


Ascorbic Acid 

Sulphadimidine (synonym) 
—Sulphamethazi nc 
Metronidazole 
Hydrochlorthiazide, 

Reserpine. 

Glyceryltrinitrate. 

Analgin 
AI. Hydroxide, 

Mag. Tfisilicatc, Pepper¬ 
mint Oil. 


Piperazine Citrate. 
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Nap# of the Product 


Bulk drug involved 


ftfame of the Product 


Miscellaneous 


Iflphacetamide Eye drops 10 per 
r cent, 20 per cent, 30 per cent. 
Ibmatropine Eye drops: 
Homa^opine Hydrobromide 
O. 1 G Sodium Chloride 28.0 
mg. Solution for Eye drops. 5.0 
ml. 

^serine Sulfate Eye drops 
Physostjgmme Salicylate 25.0 
mg. Sodium Chloride 40.0 mg. 
Sodium Metabisulphite 2.0 mg. 
^ Solution for Eye-Drops 5.0 ml. 
jfnzyl Benzoate Emulsion 25 per 
cent 

Vcid Carbolic Lotion (25 per cent) 
.ysol : 

50 per cent Cresol V/V in a Sapo¬ 
naceous Solvent. 

Iodine Solution (Aqueous) 
lodinc^-1.25 g. Potasium 
Iodide—2.5 g. 

’incture Iodine. 

Iodine—*2.5 g. Potassium Iodide 
'—1.5 g. Purified Water—2.5 ml. 
Alcohol—2 5 ml. 

>. Benzoin. 

Benzoin Crushed—lOOg. Alcohol 
—90 per cent upto 1000 ml. 
iyrup Piperazine 

(500 mg. of Piperazine Citrate/ 

5 ml.) 

Extract Bellodonna I.P, 
Siloramphenicol Suspension 
125 mg,/ 5 ml. 

fyrup Paracetamol 125 mg /5 ml. 
tetracycline Hydrochloride Eye 
; Ointment l per cent W/W Tet- 
; racycline. 
jripc mixture. 

)j1 Ancthi—0.0016 ml. 

)il Anisi—0.0016 ml. 

)il Caraway—*0.0062 ml. 

!od. Bicarbonate?—290 mg. 
ilcqhoJ 90 per cent—3 ml. 

)istilled Water—30 ml. 
foscapine Linctus B.P.C. 15 mg,/5 
mL 

Vhitfields Ointment 
lenzoic'Acid—60 per cent 
lalieylic Acid—3 per cent 
Mrofurazone Ointment 
Nitrofurazone—-0 5 per cent 
‘etroleum Jelly 

Iteassium Permanganate Solut¬ 
ion:—(O. I per cent) 
anaesthetic Ether. 

ktrimide Lotion (1 per cent 1 

laster of Paris Bandage 


Sulphacetamide Sodium 


Homatropine 

mide. 


Hydrobro- 


dhesive Plaster 
ifiyi Chloride Spray 
ofbglycerme Eye-Drops (2 per 
cent) 

teaching Powder 

henyj , / ’ 


Cetrimide 

Calcium Sulphate, hemi- 
hydrate 
Zinc Oxide 
Etbylchloride. 

Boric Acid. Glycerine 

Calciumhypochlorite 

Cresol, Caustic Soda. 


Epsom Salts 
Health Salts 
Sod. Chloride- 


10 per cent 


Physostigmine Salicylate, 


Benzyl Benzoate. 

Phenol. 

Cresol 


Iodine. 


Benzoin 


Piperazine Citrate. 


Belladonna Root Powder 
Chloramphenicol Palmitatc 

Paracetamol. 

Tetracycline Hydrochloride 


Oil Anethi, Oil Anisi, 

Oil Caraway, Sod. Dicar¬ 
bonate 90 per cent Al¬ 
cohol, Distilled Water. 


Noscapine. 


Benzoic Acid 
Salicylic acid. 
Nitrofurazone 


Potassium Permanganate 


Bulk drug involved 

..-.-—*- - rrTw«r 

Magncssium Sulphate 

Sod, Chloride, Sod. Sul¬ 
phate 

Pot Chloride,, Pot. Sul¬ 
phate. 

Citric Acid, Pot. Iodide* 
Mag, Sulphate 


Sod. Sulphate— 2 per cent Pot Chloride, 

phate. 

Pot. Chloride—t per cent Citric Acid, Pr 

Pot. Sulphate—5.5 per cent Mag, Sulphate 
Citric Acid—1.5 per cent 
Pot. Iodide*—.0.001 per cent 
Mag. Sulphate to—100 percent 
Iodine Ointment: 

MeJiyl Salicylate—5 per cent Iodine 

Iodine—5 per cent Methyl Salicylate 

Sprain Ointment; 

Methyl Salicylate 
Ointment: 

Methyl Salicylate—500 per Methyl Saiicyh 

cent g. 

White Beeswax—200 g. 

Wool Fat--105 g. 1 White Bees wa 

Menthol—100 g. ! Wool Fat, Met 

Water—45 g. y Cajuput Oil 

Cajuput Oil—25 g. ] Eucalyptol. 

Eucalyptol—25 g. j 

Cough Syrup 

Ammoniatcd Mercury Ointment Ammomatcd M 

Ammoniated Mercury—5 g. 

Liquid Paraffin—3 g. Liquid Paraffin- 

White Ointment—92 g, —White. 

Pain Balm. 

Clove Oil 1 per cent 
Oil of Eucalyptus 8 per cent 
Camphor 5 per cent. Menthol 3 per cent # 
Thymol 2 per cent, Menthyl Salicylate 6 per cent. 


Methyl Salicylate. 


White Bees wax. 
Wool Fat, Menthol, 
Cajuput Oil 
Eucalyptol. 


Ammomatcd Mercury, 

Liquid Paraffin— 
—White. 


Household Remedies 

Tablet lodochlorhydroxy 
Quinoline—250mg.; Tablet 
Ferrous Sulphate—200 mg.; 
Tablet Aspirin 300mg.; Hexa 
Vitamin Capsules and Tab¬ 
lets. (Each tablet or Cap¬ 
sule contains).—Vit. A—5000 
I.U., Vit. D—400 I.U., Vit. 
Bl—2 mg., Vit. B2—3 mg., 
Nicotinamide—20 mg., Vit. 
C—75 mg.; Tablet Vitamin 
B-Compiex, Prophylactic 
N.F.J.: (Vit. BI—2 mg., Vit. 
B2—2 mg., Vit. B6—0,5 mg., 
Nicotinamide—25 mg.. Cal¬ 
cium Pantothenate—1 mg.. 
Yeast—100 mg.) 

Tab. Vitamin B-complex 
with Folic Acid and Vitamin- 
C, therapeutic N.F.I.; For 
therapeutic use:— 

Vitamin B-l—10 mg.* Vita* 
minB2—10 mg., Vitamin B6— 
2.5 mg.: Cal. Pantothenate— 
5 mg t , Niacinamide—100 mg.* 
Folic Acid—1.5 mg.. Vit. C— 
150 mg.; Tab. Vitamin C— 
50 mg., 100 mg. and 500 mg.; 


Tab. Antacid Dried Al. Hy¬ 
droxide—120 mg,; gel. Pep- 
permintoil—0.0003 ml,; Mg. 
Trisilicate—250 mg.*; Tabl. 
Milk of Magnesia—300 mg.; 
Tab. Quinine Sulphate—0.3 
Mg.; Sulphacetamide Eye 
Drops 10 per cent, 20 percent* 
30 per cent: Benzyl Benzoate 
Emulsion 25 per cent.; Acid 
Carbolic Lotion (25 per cent). 

Lysol:—50 per cent (Cresol 
V/V in a Saponaceous Solvent.; 
Tr. iodine solution (Aqueous) 
Iodine—*2.25 g.. Potassium Io¬ 
dide—2.5 g.; Tincture Iodine.— 
Iodine—2.5 g., Potassium Io¬ 
dide—1.5 g.* Purified Water— 
2.5 mg., Alcohol—90 per cent 
up to 25ml.; Tr. Benzoin.: Ben- 
zoine Crushed—100 g., Alco¬ 
hol—90 per cent, up to-^-250 
ml.; Gripe mixture.: Oil Anethi 
—0.0016 ml., Oil Anisi—00016 
ml, Oil Caraway—0.0062ml., 
Sod, Bicarbonate—290 mg.* 
Alcohol 90 percent—3 ml.. 
Distilled Water—30 ml.; Nosca¬ 
pine Linctus B.P.C. 15 mg./5 
ml.; Whitfields Ointment.; Ben- 
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zoic Acid—60%»,Jiaticytip Acid 
*—3%; Nitrofurazane oint¬ 
ment Nitrofurazooe—0.5%;. 
Potassium Permanganate Solu¬ 
tion:—(0.1 per cent).; Cetri-. 
mide Lotion (t%). Adhesive 
Plaster.: Boroglycerine Eye- 
Drops (1 per cent).; Bleaching 
Powder,: Phenyl.; Epsom 
Salts.; Health Salts; Sod. 
ChioriJe—10 per cent, Sod. 
Sulphate—2 per cent, Pot. 
Chloride—l per cent, Pot. 
Sulphate—5.5 per cent, Citric 
Acid—1.5 per cent, Pot. Io¬ 
dide—0.001 per cent, Mag. 
Sulphate to—100 per cent; 

Annexure B 

Generic Names 

All single ingredient dosage 
forms of the following drugs 
should be marketed under 
generic names. 

Chloramphenical and its 
esters such as palmitate, mon- 
stearoy glycoliate, succi¬ 
nate and stearate.; Tetracy¬ 
cline, Oxytetracycline, Chloro- 
tetracycline, Demethylchlor te¬ 
tracyclines, 5 Dioxy Oxyte¬ 
tracycline; Ferrous Sulphate; 
Aspirin (Acetyl Salicylic acid); 
Chlorpromazine; Reserpine; 
Tolbutamide: Analgin; Pipe¬ 
razine and all its salts such 
as adipate, citrate and phos¬ 
phate,; Crystalline Penicillin 
O such as Procaine, long act¬ 
ing benzathine penicillin, in¬ 
cluding semisynthetic penicil¬ 
lins. ; Streptomycin; INH; 
Combination of INH-Thiace- 
tozone. 

Annexure C 

Constitution of the Committee 
oa the Drugs and Pharmaceuti¬ 
cals Industry 

In the context of the large- 
scale expansion of the drugs 
and pharmaceuticals industry 
envisaged during the fifth 
five year Plan, with a view 
to ensuring the legulated and 
rapid growth to drug manu¬ 
facture, and further with a 
view to ensuring that all es¬ 
sential drugs are made avail¬ 
able to the consumers at 
reasonable prices, government 
have decided to constitute a 
Committee with following 
membership; 

Mr Jalsukhlai Hathi, 
M.P.—Chairman; Mr Yashpal 


Kapur, M.P.—Member; Mr 
Vasant Sat he, M.P.—Member; 
Dr Ratien Sen, M.P.—Mem¬ 
ber; Mr K.S. Chavda, M.P.- 
Member: Mr C. M. Stephen, 
M.P.—Member; Dr M. L. 
Dhar, Director, Central Drugs 
Research Institute, Lucknow— 
Member; Dr B. D. Tdak, 
Director, National' Chemical 
Laboratory, Poona—Member; 
Mr S. S. Marathe, Chairman, 
Bureau of Industrial Costs & 
Prices—Member; Mr Vinod 
Kumar, Joint Secretary, Minis¬ 
try of Petroleum & Chemicals 
—Member: Mr P.S. Ramachan- 
dran, Drugs Controller,JDGHS. 
—Member: Dr B. Shah, Dy. 
Director General, D.G.T.D.— 
Member; Dr B. V. Ranga Rao, 
Centre for Studies in Science 
Policy, Jawaharlal Nehru 
University—Member; Mr 

M. K. Rangnekar, Commis¬ 
sioner, Food and Drug Ad¬ 
ministration, Government of 
Maharashtra, Bombay.—Mem¬ 
ber; Dr P. R. Gupta, Adviser 
(Drugs). Ministry of Petro¬ 
leum & Chemicals.—Member 
Secretary. 

Coopted by the Committee 

Dr B.B. Gaitonde, Director 
Haffkine Institute, Parel, 
Bombay Member;—Dr S.S. 
Gothoskar, Drug Controller 

S DGHS (on the retirement 
Mr P.S. Ramachandran) 
Member; 

The Committee will exa¬ 
mine and report upon the 
following matters: 

(i) To enquire into the 
progress made by the industry 
and the status achieved by it; 
(ii) To recommend measures 
necessary for ensuring that the 
public sector attains a leader¬ 
ship role in the manufacture 
of basic drugs and formulation 
and in research and develop¬ 
ment.; (iii) To make recom¬ 
mendations for promoting the 
rapid growth of the drugs 
industry and, particularly, of 
the Indian and small scale in¬ 
dustries’ sector. In making its 
recommendations the Commit¬ 
tee will keep in view the need 
for a balanced regional dis¬ 
persal of the Industry-; (iv) 
To examine the present arrang- 
ments for the flow of new 
technology into the industry, 
and make recommendations 


therefore; (v) To recommend 
measures for effective quality 
control of drugs, and for ren¬ 
dering assistance to small 
scale units in this regard.; (vi) 
To examine the measures taken 
so far to reduce the prices of 
drugs for the consumer, and 
to recommend such further 
measures as may be necessary 
to rationalise the prices of 
basic drugs and formulations.; 
(vii) To recommend measures 
tor providing essential drugs 
and common household re¬ 
medies to the general public, 
especially in the rural areas.; 
(viii) To recommend insti¬ 
tutional and other arrange¬ 
ments to ensure equitable dis¬ 
tribution of basic drug and 
raw materials especially to 
the Small Scale Sector. 

The Committee will ascer¬ 
tain and take into considera¬ 
tion the views of the state 
governments and other in¬ 
terests concerned, as may be 
found necessary. 

The Committee’s head¬ 
quarters will be at New Delhi. 

All secretariat assistance 
required by the Committee 
will be provided by the minis¬ 
try of Petroleum & Chemi¬ 
cals. 

The Committee will meet 
as often as may be considered 
necessary by the chairman 
and shall submit its final re¬ 
port to government within 
six months The Committee 
may also, at its discretion, 
submit interim reports on 
specific matters from time to 
time. 

Annexure D 

Report of the Panel Con¬ 
stituted by the Committee on 
Drugs and Pharmaceuticals, 
Ministry of Petroleum and 
Chemicals, Government of 
India 

The Panel met on June 
8 and 9, 1974, at the Haffkine 
Institute, Bombay. The fol¬ 
lowing were present: Dr 
RanenSen, Dr A. B. Chow- 
dhury, Dr S. Padmavati, Dr 
B. Ray. Chaudhari Dr K. V. 
Thiruvengadam Mr P.S. Rama¬ 
chandran, Dr K. G. Nair, Dr 
B. J, Vakil, Dr P. R, Gupta, 
Dr B. B. Gaitonde—Convenor 


Mr M. K. Ranganekar atten 
ed by special invtaion. 

The Committee discussed j 
detail the fallowing: * 

(i) Measures for prov 
ding essential druj 
and common hou 
hold remedies, e&pcc 
ally in rural area 

and 

(ii) Whether it would 1 
in the national intere 
to substitute bran 
names by genetm 
names and, if s 
tthe manner an 
be extent to Which 
should be done. 

With regard to the fin 
term of reference, it was fc 
that a list of essential drug 
particularly those, which ai 
used extensively in medici 
practice in both urban an 
rural areas, will have to t 
prepared. Accordingly, th 
lists of essential drugs pri 
pared by the Committee o 
Essential Drugs, 1967, as we 
as those prepared by Pro 
Padmavati and the Druj 
Controller (India) were sen 
tinised and a new list (Appc, 
dix 1) was prepared. In tl 
opinion of the Committe 
drugs mentioned in the atta 
hed list are extensively us< 
and are essential for medio 
practice. In order to mat 
these essential drugs avai 
able at a reasonably lo 
price throughout the countr 
the Committee recommen< 
the following measures: 

(i) Production of the 
drugs should be ste| 
ped up immediate 
giving top priority f 
the manufacture 
the relevant bas 
drugs, 

(ii) The Ministry of Pe 
roleum andChemica 
should take all su 

. measures, which ’fl 
increase the produ 
tion of these druj 
expeditiously. Speci 
assistance, priori 
for power suppi 
other incentive *c| 
mes etc. may be giv 
to entrepreneurs, pi 

*The term " "generic" deno 
''non-proprietary". 
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ferably Indian. ; who 
come forward to un¬ 
dertake production of 
these essential drugs. 
In short* if there are 
any impediment s, these 
should be immediately 
looked .into and remo¬ 
ved. 

I In case of some drugs, 
the technical know¬ 
how is already avail¬ 
able, but there is a 
production short-fall. 
More enterprenuers 
should be encouraged 
to take to production 
of such drugs. In case 
of those drugs for 
which technical know¬ 
how is not available 
in the country, special 
incentives may be 
given to national 
laboratories to deve¬ 
lop the know-how on 
a time-bound basis. If 
necessary, the foreign 
technical know-how 
may also be obtained 
immediately. 

To make these drugs 
available in rural areas, 
the distribution system 
must be rationalised 
and decentralised. For 
this assistance should 
be sought from the 
Postal department, 
Indian Oil Company 
depots, kerosene de¬ 
pots, Coperative so¬ 
cieties should be en¬ 
couraged for the distri¬ 
bution of drugs in 
rural areas, Packaging 
details should be 
looked into. Tablets 
should be supplied in 
atrip packings. Li quid 
preparations should be 
supplied in bottles 
fitted with pilfer 
proof closures; Export 
of the basic drugs 
(Appendix I) as well 
as their formulations 
should be so regulated 
that there is ho shor¬ 
tage of essential drugs 
in the country at any 
time.' 

t At present, there are 
a number of difficul¬ 
ties,,esjfeciallym small 
fowhsand rural areas, 
tq establish pharmacies 


for dispensing of drugs. 
One of the major 
difficulties is non¬ 
availability of trained 
pharmacist s. Acco rd- 
ing to the Drug Act, 
those who possess a 
Diploma in Pharmacy 
can only be licensed 
as dispensers. The 
diploma course is 
quite lengthy and (he 
remuneration paid to 
the dispenser is not 
attractive. The Panel 
recommends that steps 
should be taken to 
revise the present 
syllabus of training of 
the pharmacists, The 
Pharmacy Council 
should be approach¬ 
ed to tailor the cour¬ 
ses to suit the needs 
of the country. An 
intensive, need-orien¬ 
ted course of a short 
duration should be 
instituted for training 
of dispensers, who 
then eould be licensed 
to establish phar¬ 
macies and drug stores 
in smaller towns and 
rural areas. Primary 
Health Centres should 
be given adequate 
financial assistance for 
purchase of drugs, so 
that rural population 
gets the same quality 
of drugs in adequate 
amounts as in urban 
areas. 

Substitution of Brand Names 
of Drugs by Generic Names 

The question of generic 
names and brand names was 
extensively discussed. All 
facets of the problem, such as 
impact on drug prices, bio- 
avilability, quality of drugs, 
enforcement of drug control, 
multiple ingredient prepara¬ 
tions, export of drugs, label¬ 
ling' difficulties, impact on 
small-scale industry, patent 
rights distribution system, ac¬ 
ceptance by the medical pro¬ 
fession, role of distributors 
and pharmacists, effect on the 
growth of pharmaceutical 
industry, difficulties and in¬ 
convenience in the use of 
tongue-twisting generic names 
etc,, were discussed in detail, 
After taking into account all 


these very intricate problems, 
the Panel makes the following 
recommendations: 

(a) Brand names should 
abolished in a phased manner. 
This step is in the light direc¬ 
tion both for rational practice 
of medicine and general natio¬ 
nal interest. Drugs which are 
exported may be allowed to 
bear brand names. 

fb) A beginning should be 
made for a change over to 
generic names for the drugs, 
mentioned in Appendix II. 
These drugs are used very ex¬ 
tensively and their generic 
names are as elegant as brand 
names. These drugs should, 
therefore, not be allowed to be 
marketed under brand names 
with immediate effect. 

(c) This change over from 
brand names to generic names 
may result in the increase of 
spurious and sub-standard 
drugs. It is, therefore, strongly 
recommended that steps should 
be taken to ensure more rigid 
and uniform quality control 
through the country. 

(d) All supplies of single 
ingredient drugs and drugs in¬ 
cluded in Indian Pharmaco¬ 
poeia for central and slate 
government Institutions and 
local Bodies should be tend- 
red and supplies made under 
generic names. At present, 
drugs, though tendered un¬ 
der generic names, are supplied 
under brand names, and this 
should be discouraged. 

(e) All drugs other than 
those listed in Appendix U, 
should bear labels displaying 
prominently generic names. 
Brand names may be mention¬ 
ed in brackets. 

(f) The Drug Controller 
(India) be requested not to give 
recognition to the brand names 
of new drugs when first intro¬ 
duced in this country. 

(g) Multiple drug combi¬ 
nations of ten containing 
drugs, particularly vitamins, 
in amounts far in excess of 
what is required are presently 
marketed in India. The majo¬ 
rity of such combinations are 
irrational. There is a colossal 
national wastage of drugs be¬ 
cause of such combinations. 
The Panel, therefore, strongly 
recommends that the Drug 


Control Administration should' V, 
immediately go into the various i r 
drug combinations and take f 
prompt measures to eliiptu&fe } 
irrational drug combination. 

No firm should be allowed to / 

import excess)ve quant it ies of 
any Uurg over ana above what 
is required to go into the for¬ 
mulations for therapeutic and 
prophylactic purposes. 

(h) The Indian Pharma¬ 
copoeia Committee be approa* 
ched to devise simple short 
and suitable non-proprietary 
names for drugs, which have 
got long and difficult generic 
names. 

(i) Bio-availability studies 
arc important in cases of a few 
drugs, although this factor 
has recentiy been overplayed 
not always on rational basis. 

The Panel recommends that 
facilities should be created in 
different parts of the country, 
so that the industry, both large 
and small-scale, can take ad¬ 
vantage of such facilities to 
plan and conduct bio-availabi¬ 
lity and pharmacokinetic stu¬ 
dies. 

i j) In order to keep the 
ical profession, particul¬ 
arly the generel practitioners. ; 
well-informed about new drugs ■: 
and also to popularise the 
generic names, it is essential 
to take steps immediately to : 

(i) revise the Indian i 
National Formulary, 

tii) to publish journals on 
the lines of the Pre- 
scriber's Journals, UK, 
Medical Letter, USA 
or Formulary Notes of 
Sri Lanka. 

Such applications will have , 
to be under the control of an 
editorial board comprising 
leaders of the medical profes¬ 
sion in the country constituted 
by the ministry of Health, 
government of India. 

Appendix / 

Tablets and Capsules (Granules 
included) 

Tablets 

Cap. Chloramphenicol 250 
mg.; Cap. Tetracycline Hydro¬ 
chloride 250 mg.; Tab. Indo- 
chlorhydroxy Quinoline 0.5 
mg,; Tab. N itrofuramoin; Tab. 
Chlorpheniramine; Tab. Fer¬ 
rous Sulphate; Tab. Folic 



Acid; Tab. Digoxine; Tab. 
Aspirin; Tab. Phenobarbitone; 
Tab. Chlorpromazine; Tab. 
Prednisolone; Tab.Hexa Vita¬ 
min (N JF.I,); Tab. Vitamin B. 
Complex; tab. Vitamin C; 
Tab. Sulphadimidine: Tab, 
Metronidazole; Tab. Hydro¬ 
chlorothiazide; Tab. Rcscr- 
pinc, Tab. Glyceryltriniltute; 
Tab. Analgin; Tab. Antacid 
(B.N.F.); Tab. Piperazine 
(Syrup Piperazine); Tab. Tet- 
rachlorethylcne; Tab, Tolbuta¬ 
mide; Tab. Thiacetazone & 
Isoniazid (each tablet to con¬ 
tain Thiacetazone 37.5 mg, 
BPC & Isoniazid 75 mg IP); 
PAS granules; Tab, I.M.H.; 
Tab. Dapsonc (50 mg); Tab. 
Chjoroquinc Sulphate 0.2 g 
(or Tab. Chloroquine Phos¬ 
phate 0.25 g I.P.); Tab. Prima¬ 
quine Diphosphate (2.5 g of 
Primaquine base); Tab. 
Diet hy lea r bam a zinc Ci tra tc 
(50 mg); Tab Anti-asthmatic 
(containing Ephedrine HC1. 
50 mg, Teeophillin 65 mg 
and Phoncobarbitone 30 
mg): Tablets containing al¬ 
kaloids of Ergot equivalent to 
0.4 mg of total alkaloids Ergo- 
toxin; Capsules of Vitamin A 
6000 units and Calciferol 1000 
units.;Tab, Vitamin A; Tab. 
Vitamin D; Tab. Milk of 
Magnesia; Oral Contraceptive 
(approved by Family Plan¬ 
ning Department). 

injections 

Injection Penicillin; Inj. 
Streptomycin; Inj. Emetine 
Hydrochloride; Inj. Atropine; 
Inj. Adrenaline; Inj. Nor- 
Adrenaline; inj. Dextrose 
Saline; Inj, Furosemide; Inj. 
Morphine Sulphate; Inj. 
Pethidine; Inj. Paraldehyde; 
Inj. Prednisolone; Inj. Anti- 
Tetanus Serum; Inj. Methyl 
Ergometrin; inj. Chlorpheni¬ 
ramine Melcale; Inj. Fortified 
Benzyl Penicillin PP (Pro¬ 
caine Benzyl Penicillin 300,000 
Units, Benzyl Penicillin 100,000 
units).; inj. Atninophylline 
(0.5 gra/2 nil); inj. Oxytocin 
(Oxytocin 5 i.u./ml); Inj. 

Chlorpromazine; Antivenom 
Serum (Polyvalent); Rchydra- 
tion fluid (for treatment of 
Chloera. cases); Glucose Am¬ 
poule (containing Dextrose 25 
per cent); Distilled Water (25 
cc ampoule); inj, Phenobarbi- 
tdric Sodium (200 mg/ml); Inj. 


Mephenteramine; Diphtheria- 
Pertussis-Tetanus Vaccine; 
Inj. Tetanus Toxoid j Inj. 
Diphtheria Toxoid; Inj. Anti- 
Diphtheria Serum; Oral Polio 
Vaccine; inj. Insulin plain (40 
units per ml); Inj. Sodium 
Pentathol; Inj. Succiny!'Cho¬ 
line; inj. Xylocainp. 

Miscellaneous (syrups , oint¬ 
ments, mixtures, eye drops, 
ear drops etc.) 

Sulphacctamidc Eye drops; 
Homatropine Eye Drops; 
Esserine Sulfate eye drops; 
Benzyl Benzoate Emulsion; 
Acid Carbolic; Lysoj; Tr. 
Iodine; Syrup Piperazine; Ext 
Belladonna (Combination of 
Phenobarb & Belladonna); 
Chloramphenicol suspension 
(125 mg/ml); Syrup Paraceta¬ 
mol (125. mg in 5 ml); Tetra¬ 
cycline Hydrochloride Oint¬ 
ment 1 per cent in sterile oint¬ 
ment base.; Gripe Mixture for 
infants (5ml contains Dill oil 


BP.C. 0.005 ml; sodium 
Bicarbonate I.P. 0.005 g,; de¬ 
hydrated Alcohol l.P, 0.0248 
ml (Syrup & Preservative); 
Syrup - Noscapiiie; Whitfields 
Ointment (Benzoic Acid 6g; 
Salicylic acid 32 g; Alcohol 70 
per cent up to 100 g).; Nitro- 
furazone ointment (0.2 per 
cent in non-greasy ointment 
base); Petroleum Jully; Potas¬ 
sium Permanganate—5 g pac¬ 
kets; Diethyl Ether (Anaesthe¬ 
tic); Cetrimidc Lotion; Iodine 
Solution (Chaudium Solution) 
for sterilizing raw catgut, 
loops and loop introducers 
(Iodine 1 g, Pot. iodide 1.5 g, 
Distilled Water to produce 
100 ml); Plaster of Paris 
Bandages; Adhesive Plaster; 
Ethyl Chloride (100 ml spray); 
Boric Acid-Alcohol-Glycerol 
drops (Boric Acid 1.5 per cent; 
Glycerol 3.3 per cent in 
Alcohol 95 per cent 10 ml). 
Bleaching Powder; Phenyl; 
Epsom Salt; TCrusen’s Salt 


(Each gram contains S« 
Sulphate Bxsic 20 mg., & 
Chloride 10 mg„ Pot. Chlorj 
10 mg,, Pot, Sulphate SJ«jj 
Citric Acid- 45 mg.,; Mad 
slum Sulphate exsic); Oiji 
meat containing: Reaubiitni 
Iodine 4 per cent; Metli 
Salicylate 5per cent; Ointme 
containing: Oil Eucalyptus 
per cent. Oil clove 1 per cei 
Camphor 5 per cent, Mentli 
3 per cent. Thymol 2 per cc 
Methyl Salicylate 5 per cent. 

Appendix U 

Alt Dosage Forms of abd 
Drugs be Marketed und 
Generic Names, 

Chloramphenicol; Tetracj 
line; Ferrous Sulphate; AsjJ 
in; Chlorpromazine; Reap 
rine; Tolbutamide; Analgi; 
Piperazine: Crystalline Pei 
cillinG; Streptomycin; IN 
Tablets; Tablets IN ii 
Thiacetazone. 
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COTTOM COfWORT 
OF THE CENTURY 


Thi cool comfort of o great diiltftACi when you woof i » 
Colton fabric made by shift made out of Cosy-Cot 
Century... Cosy-Cot When cosy-cot with Ntvsn* 

It comes to comfort, nothing acroae ocsions, ctcvca* 

beats cotton ... cotton woven into a rich rich 

that's coot, absorbent textual mi * shrunk son sink 
care-free. You feel the lono we an and tASTuio nun 
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Vs a take-over 
if tbefosiiofl scene 
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•net fabric*. A r*fra*hlng 
B * p* rtur* from th* old way* 
The. now, exciting lif* of 
•waNor Butting i* here. It'a 
tfto height of faahlon power 
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